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FOREWORD '

TOWARDS ECONOMIC REFORM AND TRANSFORMATION

The member countries of the Eastern Caribbean
currency union are facing their greatest challenge
snce most of them attained independence morethan
two decades ago. The challenge comes from the
fundamenta changes in the internationd, financial
and trading environment, and the need for strategic
responses at the political, social and economic
levels.

The recent decline in growth rates and the
increasing fiscal deficits and debt obligations are
manifestations of systemic changes in the economic
circumstances of the member countries. With some
amount of urgency, policies must now be developed
to stabilise, simulate and transform these economies.
However, while the process must start as soon as
possible, it must be bornein mind that therewill beno
overnight conversion. The economic reform and
transformation process is likely to take afew years,
perhapsthreetofivefor agtart. Thesuccesstul reform
programmewill require both consstency and flexibility
but the direction of change must be clear to the
members of the society.

Threeingredients are therefore necessary, but not
sufficient conditions for successful reform.

1. Political commitment

2. Societa consensus and

3. Technical capacity in both the public and private
sectors.

Our liberd democretic system has served uswell
but must be congtantly refreshed and made relevant
to the economic and socid needs of our communities.
The baancing of the short-term requirements of the
eectora system with the medium to long-term gods
of the society must be incorporated into the political
culture if economic progressis to be achieved.

Itisfor thisreason that societdl consensusissuch
animportant ingredient of successful economic reform.
The public and private sectors aswell ascivil society
in generd must engage in intensive and wide ranging
discussonsonthefutureof our economiesand sodeties

Technical capacity in policy making and
implementation in the case of the public sector, andin
project planning, production and marketing in the
private sector are critical elements in the reform
process which our countries must seek to addressin
the quickest possible time,

Themgor issuefor usat thistimeisto restorethe
process of growth and raise it to levels which are
sudtainable over the medium to long term. A number
of dear objectives nead to be st dong the falowing
lines
@ A growth rate of no less than 6 per cent.
(b)  Alevel of unemployment whichisno

greater than 6 per cent.
(© A reduction of poverty levelsto less than

6 per cent.
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(d) Acceptable levels of the United Nations
Human Devel opment Index.

(e The transformation of the economiesinto
diversified, flexible and internationally
competitive entities.

Growth in the currency union has been based on
export agriculture and tourism and as the former has
declined and the latter stagnated, the search for new
engines of growth has taken on anew urgency.

The offshore financial services sector was seen
asapromisng new areg, but after the initid period it
has been besat by mgor regulatory hurdles as the
internationd financid system set out to address the
volatility and avenues for abuse brought about by
liberaisation.

It isinteresting to reflect on the establishment of
oneof our mgor indudries- the bananaindustry. The
British government played a vitd role in the cregtion
of thisindustry in the Windward Idands. It provided
a protected market, identified a marketing agent and
digtribution outlets, provided funds for research and
development, and ingsted that al four Windward
Idands bejointly involved to give the industry critica
mass.

Thisraisesthe question of the possibility and cost
of garting new industriesas opposed tofirms. While
the creation of the gppropriate enabling environment
is absolutdy criticd, the smdl Sze of the economies
and the consequentid inefficiencies of markets cdl
for ahigh degree of collaboration between the public
and private sectors to create new industries and
rationalise traditional ones.

Onthe public sector Sde, there needsto beclarity
and coherenceinanumber of critica processes. This
darts from the manifestos of politica parties which
establish a vison of socio-economic development.
These must then be technically trandated into a
development plan setting out macroeconomic, sectord
and project objectives. Thisisthenformulatedinto a
medium term economic Strategy paper whichismore
gpecific with respect to objectives and targets. The
next stage would involve the production and
implementation of a public sector investment
programme which would clearly establish the priority
aress for the attention of government.

At thebroader currency unionleve threeinitiatives
are critical to the process, namely, the OECS
Development Strategy, the CDB’s Economic
Recovery Loan Programme, and the World Bank’s
Country Assstance Strategy. If these arrangements
are effectively coordinated they will set the platform
for a strategic approach to the economic reform
process.

The fundamentd issue is that of the efficient
alocation of resources for the production of goods
and sarvices which are internationaly competitive.
This requires an enabling environment that provides
investment incentives to firms, both domegtic and
foreign, for the purpose of production.

The enabling environment requires as basic
prerequisitesagood lega system and the acceptance
of international accounting standards.  Significant
efforts are being made in these areas in the OECS
with the Chief Justice of the Court of Apped taking




Foreword

the lead in fostering reforms in the judicid process.
The ECCB in association with the accounting
profession is promoting the establishment of an
accounting inditute to set and maintain sandards in
the profession.

The countries of the currency union need to engage
the donor community on the role it can play in
facilitating private sector development in the sub-
region. Among the areasthat can be ussful would be
assstance in providing access to leading indudtries,
production associations, business groups, schools of
business and management, and indtitutes of gpplied
technology. The sourcing of experienced retired
bus ness executivesisaready incorporated into many
ad programmes but this needsto be consolidated for
the currency union. Apprenticeships for personnel in
the productive sectors of the economies of the
currency union also need to be programmed on a
systematic basis.

The membersof the currency union need to work
with the World Bank to put in place acomprehensve
private sector development programme. Most ECCU
countriesaremembersof theIFC, MIGA, and ICSID
- the dffiliates of the World Bank. These countries
need to work with the World Bank and its effiliatesto
turn membership from asnecure into a drategic part
of our development programme.

At the currency union level we need to have a
vison of thetypeof productive activity thet isconasent
with our naturd and defined competitive advantage.
By defined, we mean areas in which we may not
appear to have acomparative advantage on the face
of it, but inwhich it may be possibleto take advantage

of crcumgances or events. This illudtrates the issue
of flexibility in the productive base of the economy,
particularly for smal countries which suffer from
diseconomies of scde, and highlights the Strategic
options the countries face in terms of products,
markets and types of firms.

With respect to products, the controversy over
picking winnersis till amoot issue. The question is,
will a completely laissez-fare system in an unequd
international environment alocate to small idand
economiespartsof theinternationa productive sysem
that would dlow them to make a decent living? The
rationde behind the Uruguay Round and the trade
negotiationsnow taking placegivestheanswer. There
are major discontinuities and inequalities in
internationa trade which must beremoved toincrease
the flow of internationa eaxchange and add to globa
welfare. However, it isthe distributional effects that
move the issues from the redm of technicdities to
that of politica economy.

In large countries distributional issues affect
particular sections of the economy that have powerful
lobbyists and can petition for protection, for example
the sted and agriculturd interestsin the United States
and the agriculturd interests in Europe. In smal
economies distributional issues affect the whole
economy as opposed to sectiond interests, and the
economy and polity have relativey little lobbying
power in isolation.

This brings us in a very roundabout way to
product development and what strategy could be
successfully employed by these countries to bresk
into the internationa system of production. This
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requires capacity and resources as well asvison a
the public/private sector levels.

A large data bank and access to information,
contactsin the internationd private sector among the
production chains, aswell aslobbying and negotiating
capacity in criticaly identified areas are required. In
short, adtrategic plan with the am of penetrating the
internationd productive sysem must be put in placeif
weareto find new industrieswhich we can successtully
operate.

In the case of markets, we can identify these in
the following order.

@ The domestic market of each currency
union member,

(b) The currency union market,

(© The CARICOM market,

(d) The hemispheric market,

(e The North American market, and

(f The European market.

Naturaly, different products will be targeted a
different markets. However, this is where Strategic
choices will have to be made snce we do not have
theresourcesto successfully penetratethemadl. Here
again public sector/private sector collaboration will
be crucid to ensure the effective dlocation of our
resources. Inthe caseof the currency union, individud
country markets are extremely small with severe
diseconomies of scde in production and marketing.

Technicdly and srategicdly our mgor firmsmust
use first the currency union market and then
CARICOM to penetrate the externa markets. For

ECCU members, such a drategy is critica to the
surviva of our productive structures, and must be
congdered with some urgency by public and private
sector officids.

We now come to the matter of the production
vehide tha is thefirm or busnessentity. Themgority
of firms in the currency union are smdl or micro
enterprises, with medium and large enterprises being
reaively limited in number. Apart from the banana,
nutmeg and tourism industries, there is no subgtantia
aggregation of firmsin any particular export industries.

The issue therefore becomes one of the number
of firms and the Structure of the export indudtries if
the countries are to make any progress towards
sustainable development. One ided form could be
that of the export/import firm which intermediates
between externa markets and awide range of small
domedtic firms. Another could be a large foreign
multinationa company that can bring an entireindustry
to acountry, asINTEL didin CostaRica. For these
arrangementsto be successful, attention must be paid
to the labour market. The education and skill of the
Iabour forcewill beacritical eement inthe production
process. Freedom of movement of |abour throughout
the currency unionwill bean important factor in making
labour markets more efficient and must be supported
by dl sectors of the currency union.

Freedom of movement of capitd isan increasing
redity with acommon currency, aregiond interbank
market, a regional stock exchange, a secondary
regiond market for mortgages and in a few months
time a regiond government securities market. The
proposed Eastern Caribbean Unit Trust will provide
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additional instruments for savers and the Eastern
Caribbean Enterprise Fund, another planned
inditution, will provide funding on more favourable
terms for potentia investors.

To be compstitive our economiesand production
units must lower the transaction costs that result from
small size. There are several avenues for this.
Economies of scae can be derived from sharing both
public and private sector costs over theentire currency
union. Significant cost savings can be redised in the
areadf utilitiesby having joint regulatory arrangements
in power generation and in water Smilar to those of
the Eastern Caribbean Tdecommunication Authority
(ECTEL) . Air and segports can be combined under
one authority asin the case of St Luciaand St Kitts
and Nevis. There must beaconcerted effort to lower
the cost of port operations asthese have asgnificant
impact on production through the import of raw
materids and capitd goods as well as the export of
finished products.

This brings us to the role of satutory bodies in
the production process. Traditiondly, Satutory bodies
have been established in the three main sectors. In
agriculture there have been marketing boards, in
manufacturing, industrial  development
corporations, and in tourism, tourist boards.

Weneed to evaluatetherole and function of these
inditutions to discern whether they are fulfilling ther
purposes, given the present state of our economies.

One suggestion which could be explored is whether
they should al be combined under one umbrella
organisation to promote the growth of the wider
productive baseingtead of thevery narrow sectors. This
would put the emphass on devdopment with criticd
backward and forward linkages between the sectors.

These views are put forward under the ambit of
Article 4 (4) of the ECCB Agreement which dtates
that one of the purposes of the Bank is“to actively
promote through means consistent with its other
objectives the economic development of the
territories of the Participating Governments.”

The ECCB contributes to the foundation of
sugtainable development by maintaining the stability
of the currency, low rates of inflation and a gable
banking system. Itisfacilitating growth by promoting
the development of money and capitd markets. The
economic reform and transformeation processrequires
the building of sound ingtitutions in the area of
policymaking and condructive did ogue between the
public and private sectors. The Centra Bank has
been attempting to make a critical contribution to
development in these aress.

K Dwight Venner
Governor




INTERNATIONAL ECONOMIC DEVELOPMENTS

Theglobad economic dowdown that beganinlate
2000 became more savere in the firgt half of 2001
and was exacerbated by the September 11 attacks
on the US. As a consequence there was a marked
slowdown in world economic output in 2001
compared with 2000. Based on the International
Monetary Fund's estimates, real gross domestic
product increased by 2.5 per cent in 2001 compared
with growth of 4.7 per cent in 2000.

Industrial Countries

Real economic output in the seven leading
industridised countries expanded by 1.1 per cent in
2001 compared with the 3.5 per cent growth in 2000.
Growth in the US economy decelerated to 1.2 per
cent during 2001 from 4.1 per cent in 2000. The
expangon in 2001 was supported by astrong housing
market and robust retail sales, particularly of
automobiles,

The Canadian economy was adversdly affected
by the dowdown in the US. Red GDP growth in
Canadawasestimated at 1.5 per cent for 2001, down
from the 4.4 per cent rate reported in 2000. The
Japanese economy, which contracted by 0.4 per cent
in 2001 following 2.2 per cent growth in 2000,
experienced its third and most severe recesson in a
decade. The downturn in activity resulted from a
combination of domestic and externa factors, anong
whichwasthe banking crigsthet originated inthe assst
price problems of the 1990s.

Of the euro area countries the economic
dowdown was less severe in the UK and France.
The 2.2 per cent growth inthe UK wasthe highest in
the euro area, followed by France with 2.0 per cent.
Consumption remained strong in both countries
throughout the yeer.

Inflationary pressures in the leading industrial
countries were contained during 2001, due to weak
globa demand that led to a moderation in wage
pressuresand afall in energy prices. Consumer price
inflation for the group of countriesfell to 2.1 per cent
from 2.3 per cent in 2000. However, there were
vaiationsin theindividua country performances. In
the USinflation was 2.8 per cent, down fromthe 3.1
per cent raterecorded in 2000. Canadaa so recorded
adecline, with therate down to 2.5 per cent from 2.7
per cent in 2000. Consumer price inflation rose in
Germany and Italy to 2.4 per cent and 2.7 per cent
respectively, but remained unchanged in the UK and
Franceat 2.1 per cent and 1.8 per cent respectively.
In Japan consumer pricesfel by 0.7 per cent following
the 0.8 per cent decline in 2000.

The dowdown in globa economic activity led to
a deterioration in labour market activity in a number
of countriesas companiesreduced their |abour force.
For the group of leading industrial countries,
unemployment roseto 6.1 per cent from 5.8 per cent
in2000. TheUS, Canadaand Japan reported higher
unemployment at rates ranging from 4.8 per cent to
7.2 per cent. In the euro area, France, the UK and




I nternational Economic Developments

Italy recorded lower unemployment ratesdespitelarge
layoffs by manufacturing companies. Among the
reasons for the decline were easing labour market
rigiditiesinthe euro areawith theintroduction of more
flexibleworking conditions and the continued strength
in the services sector in the UK.

Developing Countries

Red GDP growth inthe developing countrieswas
estimated to have dowed to 4.0 per cent in 2001
from 5.7 per cent in 2000. The reduced growth rate
waslargely asareault of the globd dowdown, which
led to wesker demand for exports. Of theregiond
groups of developing countries red GDP growth in
Ada dowed to 5.6 per cent in 2001 from 6.7 per
cent in 2000, as the economies of China and India
expanded at dower rates of 7.3 per cent and 4.3 per
cent respectively. In the developing countriesin the
western hemisphere - Latin America and the
Caribbean - there was a marked dowdown in GDP
growth to 0.7 per cent on average from 4.0 per cent
in 2000. Among the factors contributing to this
performance werethe dowdown inthe US economy,
a downturn in tourism particularly after September
11, as wdll as the crisis in Argentina and weaker
commodity marketsfor ail, coffee, copper and other
metals. Ecuador, Nicaragua and Chile recorded
relatively high growth rates, though lower than in
2000, but these were partialy offset by contractions
in Argentina, Uruguay and Mexico.

In Africarea economic growth was estimated at
3.7 per cent, which was an improvement over that of
3.0 per cent reported in 2000. One of the factors
that influenced growth was the lagged effect in the all

exporting countries of high ail pricesin 2000. Crude
oil pricessurged to US$32 abarrel inthethird quarter
of 2000. However, pricesfdl tolessthan $19 abare
by the end of 2001, in response to globa economic
conditions. Prices rose after September 11, but the
increase was not sustained.

Qil pricesfdl in 2001 for a number of reasons
including reduced demand for heating oil due to
unseasonably warm weether in North Americaand a
dumpindemandfor jet fud amid the cutbacksin trave
activity. Againg this backdrop the Organisation of
Petroleum Exporting Countriestried to maintain prices
within atarget range of $22-$28 abarrd by reducing
oil production by three and a haf million barrds a
day. However, these production cutswereinsufficient
to offsat faling demand and pricesfdl beow thelower
end of the target range.

Inflation continued on a declining trend in most
developing countries during 2001 with theratefaling
t0 5.7 per cent on averagefrom 6.1 per cent in 2000.
The decderation in the rate of inflation was partly as
areault of the dowdown in globa economic activity.

Prospects

The outlook is for an improvement in the world
economy in 2002, driven by positive developments
intheUSand other leedingindudtrid countries. World
economic growth is expected to pick up dightly to
2.8 per cent. Growthintheleading industria countries
asagroupisprojected at 1.5 per cent, with red output
in Canada, the US and the UK expected to increase
at rates of 2.0 per cent and above. Slower growthis
projected in the remaining countries except Japan,
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where the contraction in the economy is likdly to
continue. Growth in the United States is expected,
largely as a result of the lagged effect of policy
measures introduced in 2001, anong which are the
substantial easing of interest rates by the Federd
Reserve and an increase in unemployment benefits.
Inaddition, growthislikdy to be simulated by abuild

up of inventories by manufacturers and increased
consumption spending supported by softer oil prices.
Consumer priceindicesin gx of the leading industrid
countries are projected to increase in 2002 at rates
ranging from 0.9 per cent in Canadato 2.4 per cent
inthe UK, while in Japan consumer prices are likely
to fal for the fourth successve year.




REGIONAL ECONOMIC DEVELOPMENTS '

The available economic indicators for some of
the larger member countries of the Caribbean
Community (CARICOM) showed a mixed
performance during 2001. In Guyana, Jamaica,
and Trinidad and Tobago real gross domestic
product (GDP) expanded, while in Barbados and
the Bahamas economic activity was reported to
have weakened during 2001 compared with the
outturn in 2000. In Barbados the positive trend in
real GDP growth was broken in 2001 as output
contracted by an estimated 2.8 per cent following
eight consecutive years of increase.
M acroeconomic conditions were reported to have
deteriorated in the Bahamas in 2001, while in
Guyana performance improved as real GDP grew
by 1.9 per cent in contrast to the 1.4 per cent
decline in 2000. In Trinidad and Tobago the
economy continued to expand athough the pace
slowed to 3.5 per cent from 4.0 per cent in 2000,
while for Jamaica real GDP growth was reported
to have strengthened, increasing in therange of 1.0
to 2.0 per cent.

Thewesk performance of the economiesof some
of the member countries was influenced largely by
the globa economic dowdown, particularly during the
firgt half of 2001. This Stuation was exacerbated by
the US economic recession inthewake of September
11. These developmentsimpacted adversely on the
traded sectors, in particular tourism —amajor source
of employment and foreign exchange receipts for the
region.

Production, Pricesand Employment

The economies of Barbados and the Bahamas
wereparticularly hard hit by thegloba downturngiven
their dependence on tourism. Red vaue added for
tourism in Barbados fell by 5.9 per cent in 2001,
following growth of 7.7 per cent in 2000 and an
average annual increase of 4.0 per cent over the
previouseight years. The contractionin 2001 reflected
decreases of 6.9 per cent and 1.1 per cent in long
day touristsand cruise-ship visitorsrespectively, with
al the maor market sources registering declines.
Tourigm activity contracted in the Bahamas, which
reported a 2.9 per cent decrease in visitors by air in
contrast to growth of 3.0 per cent in 2000, and a1.0
per cent increase in sea arrivals compared with 23.2
per cent in 2000. In Jamaicatotd vigtor arivasfel
by 5.1 per cent, partly attributed to the events of
September 11.

It was likdly that during 2001 the manufacturing
sector in the CARICOM region continued to
experience difficulties, duein part to thedowdownin
economic activity in key marketsin North America
The available information showed that Barbados
recorded its third consecutive year of decline when
vaue added for manufacturing fell by 8.2 per cent,
subgtantialy aboveratesof contraction of 2.4 per cent
and 0.5 per cent in 1999 and 2000 respectively. The
performance in 2001 was éttributed to regiona and
international competition and a dowdown in export

demand.
K
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During 2001 congruction activity for the region
asawholewaslikely to have remained rdaivdy flat.
Inthe Bahamas value added in the congtruction sector
was reported to have stabilised, while Barbados
experienced a 6.3 per cent decline as aresult of the
completion of somelarge-scdeprojectsintheprivate
sector.

Theregion' straditiond agriculturd cropssuffered
some setback in 2001, reflecting in part the effects of
unfavourable weather. Agriculturd productionfdl in
Barbados following two successve years of growth,
attributable to a contraction in sugar cane output. In
Jamaica heavy rain in the latter part of 2001 caused
substantia lossesto export crops, particularly coffee,
sugar and banana. Agriculturd output in Trinidad and
Tobago was reported to have contracted by 16.0 per
cent following growth of 15.0 per cent in 2000. In
Guyana agricultural production increased,
consequently that country was less affected by the
globa economic dowdown, given the importance of
the agriculturd, forestry and mining sectors to its

€conomy.

Consumer price inflation, as measured by the
change in the retail price index, accderated in 2001,
reflecting for the most part higher pricesfor food and
beverages. Higher rates of inflation were recorded
for four of the five countriesthat reported, with rates
ranging from 2.0 per cent in the Bahamasto 8.7 per
cent in Jamaica. These compare with rates ranging
from 1.6 per cent in the Bahamasto 6.1 per cent in
Jamacain 2000. Therdatively high rate of inflation
recorded for Jamaica in 2001 was partly attributed
to adjustments in public transport fares and utility

rates. In Guyanainflation was contained as a result
of lower food prices and prudent fiscal and monetary
policies.

During 2001 it was likely that the level of
employment in some sectors of theregiond economy
declined, partly as a result of the impact of globa
economic developments. The availadle information
on employment indicated that in Barbados therewere
some layoffs, particularly in the tourism industry and
the manufacturing and generd services sectors. Asa
consequence unemployment increased by 0.7
percentage point to 9.9 per cent in 2001.

Public Sector Fiscal Operations

Thefisca performance in 2001 was reported to
have wegkened in dl the countries except Trinidad
and Tobago, attributablein part to higher expenditure
and weak economic conditions which impacted
adversely on revenue collections. The available data
for the Bahamas showed an overdl deficit of $69.9m
for thefirst Sx months of FY 2001/02, in contrast to
asurplus of $9.0m in the corresponding period of the
previous fiscd year. In Barbados the overdl deficit
widened to 3.6 per cent of GDP a market pricesand
was more than twice the size of that in 2000. Guyana
reported a deterioration in its fiscal postion due to
higher non-interest current expenditure and a
contractionin cgpita revenue. In Trinidad and Tobago
anoverdl surplusof TT$891.0mwasredisedin 2001,
following a deficit of TT$96.8m in 2000. Strong
revenuegrowth driven by theail sector and anamnesty
in relaion to the payment of arrears contributed to
theimprovement in that country’ sfiscd performance.
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The available information on the stock of
outstanding delbt at the end of 2001 indicated that the
growth in the outstanding debt of the Bahamas was
contained to 4.4 per cent, with the stock amounting
to amost $2.0 hillion at the end of 2001. In Guyana
theexternd debt asapercentage of GDPfdl t0 166.1
per cent from 169.6 per cent at the end of 2001,
attributable to debt rdlief; the domestic debt rose to
39.0 per cent of GDP from 37.0 per cent in 2000.

Monetary Policy

There was an easing in monetary policy in some
of themember countriesduring 2001 dueto relivey
high levds of liquidity, reflecting strong growth in
deposits combined with weak credit expanson. In
Barbados and Trinidad and Tobago which reported
highlevelsaof liquidity, treasury bill rateswerereduced
and cash reserve requirements were lowered. In
Barbados the discount and minimum depost rates
were a0 reduced, whilein Trinidad and Tobago the
average prime lending rate of commercia banksfel.
In Jamaica the Centrd Bank focussed on expanding
its open market operations to Serilise private and
officid capitd inflows in order to avert the potentid
impact oninflation. The Bahamas, which experienced
some tightening in externa reserves particularly after
September 11, adopted a more restrictive policy
gdance. Thisincluded theimposition of adirect freeze
on outdanding loan baances of financid inditutions
and afirming of the average weighted interest rate on
depodgits. In Guyanathethrust of monetary policy was
determined primarily by domestic considerations
regarding credit growth, the exchange rate and
domedtic price sability. Cautious commercid bank
lending palicy led to a sharp decline in private sector

credit and a dowdown in broad money growth. In
addition the average discount rate on treasury bills
fel.

External Sector Developments

During 2001 the current account performance of
the baance of paymentsin Guyana, Jamaica, Trinided
and Tobago deteriorated. This performance was a
result of one or more of thefollowing factors- adverse
terms of trade, alower volume of exports, and afdl
in gross tourism inflows. Both the Bahamas and
Barbados reported a narrowing in their current
account deficit, reflecting reduced imports as aresult
of the contraction in economic activity.

In relation to exchange rates, the Guyana dollar
depreciated againgt the US dollar by 2.6 per cent
during 2001. By contrast, the Trinidad and Tobago
dollar gppreciated againg the US dollar by roughly
2.5 per cent to reach TT$6.14 in September before
reverting by the end of 2001 to its January starting
point of TT$6.30.

Prospectsfor 2002

The economic outlook for the larger member
countries of CARICOM would depend to some
extent on the pace of recovery of the internationa
economy, particularly the USA given the close trade
linkages with that country. According to the April
2002 IMF World Economic Outlook, globd output
growthisprojected at 2.8 per cent for 2002, with the
economic recovery expected to be led by the US
where GDP growth of 2.3 per cent is anticipated.
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Mot of the larger CARICOM countries are
projecting an expandon in real GDP in 2002. In
Guyana output is projected to increase by 2.0 per
cent aseffortsat stabilisng macroeconomic conditions
continue. In Trinidad and Tobago the forecast is for
GDP to expand, influenced by the anticipated globa
economic recovery. The economy of Jamaica is
projected to return to a growth rate of between 2.0

t0 4.0 per cent in 2002, as conditionsin those sectors
adversdly affected by the events in 2001 return to
normacy. In Barbados some rebound in economic
activity isanticipated asaresult of thelikdy upturnin
the globa economy and an expected boost in the
congtruction sector based on public and private sector
investment.




DOMESTIC ECONOMIC DEVELOPMENTS '

Overview

The combined economies of the member
countries of the Eastern Caribbean currency union
(ECCU) contracted in 2001, disrupting the trend of
positive growth experienced over the last two
decades. Based on provisiona data, real gross
domestic product fell by 1.5 per centin 2001 following
the revised growth of 2.4 per cent in 2000. Among
thefactorscontributing to theweak performancewere
the dowdown in the globa economy, which was
compounded by the events of September 11,
increased comptition in the tourism industry and
manufacturing sector, unfavourable weather and crop
infestation.

Red output in the agricultural sector contracted
by 9.2 per cent, partly reflecting a decline in banana
production as a result of drought in dl the banana
producing countriesand leef spotinfestationin St Ludia
Output in the manufacturing sector contracted by 5.9
per cent, partly attributable to a fal in demand for
€lectronic components asaresult of thedowdownin
the US economy and lower output of soap and dental
cream due to increased competition from other
Caribbean producers. Thetourismindustry continued
to perform duggishly in 2001. Vdue added in the
hotdl and restaurant sector, anindicator of thelevel of
activity in the tourism industry, declined by 5.2 per
cent reflecting afdl inthe number of say-over vistors
to the currency union. Declines were aso recorded
in the construction, wholesale and retail trade,
trangportation and communication sectors. These

contractions were partidly offset by increasesin red
output inthe utilities, banking and insurance, red edtae
and government services sectors. During 2001
inflation ratesin the group of countriesin the currency
union remained generdly low, influenced in part by
low inflation rates in the major trading partner
countries.

The fisca operations of the combined centra
governments weakened in 2001. A current account
deficit of $85.4m (1.1 per cent of GDP) was
recorded, in contrast to asurplus of $76.0m (1.0 per
cent of GDP) in 2000. The deterioration in the fiscal
accounts was partly driven by higher outlays on
persona emoluments as a result of wage and sdary
increases awarded in some of the member countries.
Lower collections of tax revenue attributable to the
contraction in economic activity also contributed to
thewesek fiscd performance. Thedeteriorationinthe
current account combined with higher capital spending
and net lending led to awidening inthe overdl deficit,
which increased to $498.9m (6.5 per cent of GDP)
from $328.6m (4.3 per cent of GDP) in 2000.

Deveopmentsin the banking system mirrored to
some extent the contraction in the combined
economies in 2001. The growth in total monetary
lighilitiesof the banking system dowed to 5.9 per cent
in 2001 from 10.6 per cent in 2000. Domestic credit
grew at adightly lower rate of 4.4 per cent compared
with 4.6 per cent in 2000. Commercia bank liquidity
improved during 2001.
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In the external sector, the overal balance of
payments surplus rose to $166.3m (2.2 per cent of
GDP) from $53.6m (0.7 per cent of GDP) in 2000.
This performance reflected in part anarrowing of the
current account deficit. At the end of 2001 the
outstanding externd public and publicly guaranteed
disbursed outstanding debt stood at $3,387.2m,
representing a6.5 per cent increase on thetotd at the
end of 2000.

Output

Preliminary estimates indicate that real GDP
declined by 1.5 per cent in 2001 following therevised
growth of 2.4 per cent in 2000. Within the currency
union contractions in economic activity in St Lucia
(5.4 per cent), Dominica (4.6 per cent), Grenada (3.4
per cent) and Montserrat (3.8 per cent) more than
offsat increasesinred output in Anguilla (2.0 per cent),
St Kitts and Nevis (2.0 per cent), Antigua and
Barbuda (1.5 per cent) and St Vincent and The
Grenadines (0.2 per cent). The outturn in 2001 was
attributed to weak performances in the major
productive sectors of the currency union, partly asa
result of unfavourable weather and the global
economic dowdown.

The performance of the agricultural sector
fluctuated widdy over theyears, influenced in part by
climatic conditions. During 2001 agriculturd activity,
which accounted for 7.0 per cent of the tota GDP,
declined by 9.2 per cent following the dight recovery
experienced in 2000 when the sector expanded by
0.9 per cent. The poor performance of the sector
waslargdly asaresult of devel opmentsin the banana
producing territories - Dominica, Grenada, St Lucia

and St Vincent and The Grenadines. Banana
production for 2001 amounted to 82,696 tonnes, a
reduction of 41.1 per cent when compared with the
total in 2000. The decline in banana output was
attributed to severe drought particularly during thefirst
half of 2001, coupled with leaf spot infestation in
S Lucia, the mgor producer. Banana production in
St Lucia, which accounted for 50.0 per cent of total
production in 2001, declined by 51.6 per cent to
34,042 tonnes. In St Vincent and The Grenadines
and Dominica banana production dso fdl, by 28.0
per cent and 35.2 per cent respectively, reflecting
countinuing uncertainity in the industry and drought in
the firg hdf of the year.

With the exception of sugar cane, the performance
of the other agricultura crops was dso weak. In
Grenada there were decreases in output of cocoa
(42.5 per cent to 688 tonnes), nutmeg (16.4 per cent
to 2,179 tonnes) and mace (3.4 per cent to 172
tonnes), partly due to unfavourable weather. In
St Kittsand Nevis, the main producer of sugar cane,
output increased by 12.4 per cent to 211,656 tonnes
in 2001, in contrast to the 4.3 per cent declinein 2000
when the sugar-cane crop was adversaly affected by
hurricane.

The levd of activity in the congtruction sector
declined in 2001 with red vaue added estimated to
havefalen by 1.3 per cent, following therevised rate
of growth of 3.9 per centin 2000. Thisperformance
largdy reflected the completion of mgor private and
public sector projectsin some of the member countries
inthelatter part of 2000 or early 2001. Construction
activity fdl in five of the member countries a rates
ranging from 4.6 per cent in Dominicato 19.1 per
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cent in Anguilla. These declines were moderated by
growth in condruction activity in & Vincent and The
Grenadines (7.1 per cent), St Kitts and Nevis (4.3
per cent) and Antigua and Barbuda (4.0 per cent).
The expansion in activity in these countries was
asociated with hotel congtruction and renovation,
residential building and ongoing public sector
investment in the development of the economic and
socid infrastructure.

The manufacturing sector recorded a decline in
2001 after Sx consecutive years of growth. Vaue
added in thissector declined by 5.9 per cent compared
with the revised growth of 4.1 per cent in 2000 and
increases averaging 2.8 per cent in 1995-99. The
contraction in manufacturing activity was attributed in
part to afall in export demand asaresult of the globa
economic dowdown and increased competition from
other Caribbean producers. Of the member countries,
Anguillaand Antigua and Barbuda, which have two
of the smdlest manufacturing sectors in the currency
union, recorded positive growth of 2.1 per cent and
3.0 per cent respectively. Theseincreasesweremore
than offset by declines in the rest of the member
countries. The largest decline in vaue added was
recorded for Dominica (14.8 per cent), followed by
St Kitts and Nevis (8.9 per cent), Grenada (7.6 per
cent) and St Lucia (4.2 per cent). Decreases in the
production of eectronic componentsin St Kitts and
Nevis and Grenada, and soap in Dominica,
contributed in part tothe overdl declinein vdue added
in the manufacturing sector of the currency union.
Production of cardboard boxes fell in St Lucia and
Dominica associated with lower demand for these
boxes asareault of the decline in banana production.
Of the manufactured goods, there were increasesin

production of sugar in St Kitts and Nevisand animd
feed in Grenada.

During 2001 there was a further contraction in
activity in the tourigm indudtry, reflecting competition
from mass tourism destinations as well as the globa
economic dowdown which was exacerbated by the
events of September 11. Vaue added in the hotel
and restaurant sub-sector, an indicator of the level of
activity in the touriam indudtry, declined by 5.1 per
cent following the decrease of 1.4 per cent in 2000.
This largdly reflected developments in the stay-over
vigtor category, in particular the component of vistors
staying in paid accommodation. Total stay-over
vigtors to the currency union fdl by 5.1 per cent in
2001 following the decline of 0.1 per cent in the
previous year. All the member territories with the
exception of Anguilla experienced declines in the
number of stay-over vigtorsranging from 2.4 per cent
inDominicato 19.1 per centinMontsarrat. In Anguilla
stay-over visitors increased by 9.5 per cent,
attributable to the reopening of hotels that were
temporarily closed for renovation in 2000 as aresult
of hurricane damage.

An andyss of stay-over vigtors by country of
originindicated that stay-over vidtorsfromthe United
Kingdom and Canada declined by 8.6 per cent and
9.8 per cent respectively compared with totd arrivals
in 2000. Thefal in UK vistorsreflected adecrease
in arlift cgpacity from that market to the region asa
result of the discontinuation of weekly charter flights
to some of the member countries. Arrivas from the
USA - the leading market - and the rest of the
Caribbean rose by 0.3 per cent and 4.3 per cent
respectively, but these increases were insufficient to
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offset the reduction in the number of vistorsfrom the
rest of the world. As aresult of those developments
the share of visitors from the US increased to 33.0
per cent from 31.3 per cent in 2000. The share of
visitors from the Caribbean increased by 2.5
percentage points to 27.3 per cent, while that of
vigitors from the UK, another mgjor market, fel by
1.0 percentage point to 23.9 per cent.

In 2001 the number of cruise and yacht vigtors
to the currency union excluding Anguilla and
Montserrat totalled 1,686,044 compared with
1,623,985 during 2000. The growth in cruise ship
and yacht passengers dowed to 3.8 per cent in 2001
following robust growth of 15.5 per cent in 2000,
partly atributable to increased competition from other
destinations and the cancdllation of vigtsto oneof the
member countries by amgor cruiseline. Relaively
grong rates of increasein cruise ship (including yacht)
vigtors were recorded for St Kitts and Nevis (51.6
per cent) and St Lucia(11.1 per cent), but the overdl
growth for the currency union was moderated by
decreases in arrivals in Grenada (18.4 per cent),
Dominica (13.4 per cent) and Antigua and Barbuda
(3.9 per cent). The strong growth in visitors to
S Kittsand Neviswas driven by the commencement
in 2001 of weekly cdlsby amgor cruiseline.

Of the other services, the performance for the
currency union as awhole was duggish during 2001.
The usudly buoyant communi cations sector recorded
itsfirgt declinein over twenty years with vaue added
declining by 0.6 per cent, attributableto lower profits
redised by the telecommunications companies. The
growth in vaue added in the banking and insurance
sector fell to 2.5 per cent in 2001 from an average of

6.2 per cent between 1990 and 2000. Vaue added
inthetrangportation industry declined by 2.2 per cent
following growth of 1.3 per cent in 2000, partly
influenced by the downturn intourism and congruction
adtivity.

Prices, Wages and Employment

During 2001 consumer prices in the currency
union continued to increase, but a alow rate congstent
with the inflation rates recorded in the mgor trading
partner countries. Consumer pricesincreased by 2.1
per cent on average in 2001 compared with 2.4 per
cent in 2000. The dowdown in the rate was partly
atributed to the fdl in ail prices on the internationd
market. Increasesin the consumer priceindicesranged
from 1.7 per cent in Antigua and Barbuda to 4.9 per
centinMontsarrat. In St Vincent and The Grenadines
the consumer price index declined by 0.7 per cent.
Higher prices for food as wel as increases in the
eectricity surchargein Montsarrat and in the customs
sarvice chargein Antiguaand Barbuda contributed to
theincreasein consumer pricesin the currency union.

Wages and sdariesin the public sector remained
generdly stable for most of the countries in the
currency union. Increasesin public sector wagesand
sdlaries were reported for St Lucia (1.3 per cent)
and Dominica (2.0 per cent), while in Grenada civil
servants received retroactive payments for sdary
increases from 1998 to 2000. In the private sector,
wage increases were reported for Antigua and
Barbudaand for Dominica

Complete dataon employment werenot available
for thecurrency union. It waslikdy thet the contraction
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in economic activity in the currency union resulted in
some lay-offsin the private sector, particularly in the
congtruction sector and the tourism industry.

Central Government Fiscal Operations

Thefinancesof the combined central governments
in the currency union weakened in 2001 compared
with the outturn in 2000, attributable in part to the
contraction in economic activity. Thedeteriorationin
the finances was reflected in the current account
bal ance which shifted to a deficit of $85.4m (1.1 per
cent of GDP) in 2001 from asurplus of $76.0m (1.0
per cent of GDP) in 2000, as aresult of adeclinein
revenue combined with growth in expenditure.

In 2001 current revenue fell by 2.0 per cent to
$1,906.8m, equivalent to 24.8 per cent of GDP
compared with 25.4 per cent of GDP in 2000,
reflecting lower yiddsfrom tax and non-tax sources.
Four of the member countries experienced declines
in current revenue ranging from 4.9 per cent in
Grenadato 10.3per centinStLucia. Thesedeclines
more than offset increases recorded in Anguilla (1.4
per cent), S Vincent and The Grenadines (2.1 per
cent), St Kitts and Nevis (2.5 per cent) and Antigua
and Barbuda (9.1 per cent).

Totd tax revenuefdl by 1.4 per centto $1,634.0m
(21.3 per cent of GDP) in 2001, reflecting decreases
in the yield from taxes on income and profits, and
taxesoninternationd trade and transactions. Revenue
from taxes on income and profits was 1.9 per cent
below the total in 2000, attributable to a4.0 per cent
reduction in receiptsfrom company taxes, astheyidd
from personal income tax rose by 0.9 per cent. The

fal in revenue from taxes on income and profit
reflected declinesin dl the member tarritoriesexduding
Anguillawhich does not administer these taxes.
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Receipts from taxes on internaiond trade and
transactions, the largest revenue source, fell by 2.8
per cent mirroring a decline in imports as a result of
the lower levd of activity. Asapercentage of GDP,
revenue from this source fdl to 11.2 per cent from
11.6 per cent in 2000. The declinein theyidd from
those taxes was reflected in contractions in revenue
from import duties (11.4 per cent) and foreign
exchangetax (26.5 per cent), which more than offset
increases in receipts from consumption tax (2.7 per
cent) and the customs service charge (7.3 per cent).
An anaysis of individual country performances
indicated that revenuefrom taxeson internationd trade
andtransactionsfdl indl themember countries except
Antigua and Barbuda and St Vincent and The
Grenadines. Decreases ranged from 0.5 per cent in
St Kitts and Nevis to 27.0 per cent in Montserrat.
Of the other taxes, receipts from taxes on domestic
goods and services grew by 2.4 per cent to $320.5m
compared with growth of 13.6 per cent in 2000.
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Revenuefrom property tax increased by 11.3 per cent
to $28.6m following growth of 8.9 per cent in 2000.

Current expenditure grew by 6.5 per cent to
$1,992.2m in 2001 compared with growth of 4.8
per cent in 2000. Asapercentage of GDP, current
expenditure rose to 25.9 per cent from 24.4 per
cent in 2000. Growth in current expenditure was
led by Grenada (12.0 per cent), followed by St
Lucia (9.6 per cent), partly reflecting salary and
wage increases awarded to civil servants. Current
expenditure increased in the remaining countries at
rates ranging from 1.0 per cent in Dominicato 9.2
per cent in Anguilla.

Expenditure on personal emoluments, which
accounted for 51.0 per cent of current expenditure,
increased by 4.8 per cent to $1,015.9m, compared
with therevised rate of 3.0 per cent in 2000. Persond
emoluments as ashare of GDP roseto 13.2 per cent
from 12.7 per centin 2000. Anandyssof individua
country performances indicated strong growth in
expenditure on persond emolumentsin Grenada (11.5
per cent), followed by Montserrat (11.2 per cent).
In Montserrat the increase reflected the payment of
an additiond month’'s sdary in December 2001. In
the remaining countriesincreasesranged from 2.5 per
centin Antiguaand Barbudato 7.6 per centin Anguilla

Outlays for the procurement of goods and
sarvicesrose by 6.3 per cent to $460.1m, compared
with the 3.5 per cent increasein 2000. Asashare of
GDP expenditure on goods and servicesroseto 6.0
per cent from 5.7 per cent in 2000. Growth in

expenditure on that category was reported for five of
the member countries with the largest increase
registered for Antigua and Barbuda (27.6 per cent),
followed by Grenada (20.6 per cent). There were
partially offsetting declines in expenditure in
Montsarrat, St Kitts and Nevis and St Vincent and
The Grenadines.

During 2001 total interest payments by the
central governments to external and domestic
creditors rose by 13.9 per cent to $230.0m
compared with therevised rate of increase of 28.8
per cent in 2000. Interest payments as a share of
GDP increased to 3.0 per cent from 2.6 per cent
in 2000, reflecting growth in outstanding debt in a
number of countries. Among the countries which
recorded higher interest payments were Anguilla,
which recorded a more than threefold increase,
Antiguaand Barbuda (1.8 per cent), Grenada (15.3
per cent), St Kitts and Nevis (23.0 per cent) and
St Lucia (69.6 per cent). Interest payments
declined in Dominicaand Montserrat but remained
stable in St Vincent and The Grenadines.

Capital revenue and grants together amounted
to $208.3m, roughly 14.1 per cent above the total
in 2000. Asashare of GDP, capita revenue and
grants rose to 2.7 per cent from 2.4 per cent in
2000. Capital expenditure and net lending
increased by 5.9 per cent to $621.8m, equivalent
to 8.1 per cent of GDP up from 7.7 per cent of
GDP in 2000. Asaresult of these developments
in the current and capital accounts, the currency
union realised an increase in the overal deficit to
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$498.9m from $328.6m in 2000. Asapercentage
of GDP the overall fisca deficit rose to 6.5 per
cent from 4.3 per cent in 2000. Financing for the
overall deficit was obtained from domestic and
external sources.

Money and Credit

In 2001 developments in the banking sector of
the ECCU were marked by a dowdown in the rate
of growth of broad money, influenced by acontraction
in net domestic assetswhich partly offset asubstantia
increase in net foreign assets.

The totd monetary ligbilities (M2 — comprisng
currency with the public and private sector deposits)
stood at $6,319.6m at the end of December 2001,
representing an increase of 5.9 per cent, the lowest
rate of expansion over the period 1997 — 2001.
Lower rates of increase in M2 were recorded in dl
but two of the member countries. In Dominicathere
was an acceleration in the rate of growth, while
Montserrat recorded an increase following a
contraction in 2000.

The narrow money supply, M1, which rdatesto
gpending in the economy, grew by 2.8 per cent, a
higher rate than the 1.7 per cent in 2000 but lower
than the rates in the preceding four years. Of the
components of M1, private sector demand deposits
grew by 5.8 per cent compared with growth of 2.8
per cent in 2000. Currency held by the public
continued to contract, decreasing by 3.5 per cent
following the 0.5 per cent decline in 2000, possbly
indicating a preference for other means of payment
by the private sector. Quas money, which includes

savings, time and foreign currency deposits, rose by
6.7 per cent, areduced rate compared with the 13.1
per cent expansion in 2000. Savings deposits, the
magjor component of quas money grew by 5.3 per
cent to $2,591.5m compared with 6.4 per cent in
2000. Time deposits and foreign currency deposits
rose by 9.8 per cent and 4.7 per cent respectively,
following increases of 14.3 per cent and 38.2 per
cent in 2000.
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During 2001 domestic credit roseby 4.4 per cent,
the lowest recorded over the period 1997-2001,
reflecting in part alow level of businessand consumer
confidence as a result of the contraction in the
economy. Of the member countries, substantialy
reduced rates of growth in domestic credit were
recorded for Anguilla, Dominicaand Grenada. Both
S Kittsand Nevisand St Vincent and The Grenadines
recorded declines of 1.5 per cent following increases
in 2000, while for St Lucia the rate of growth
accderated.  Credit to the private sector grew by
2.3 per cent in 2001 compared with the 10.4 per
cent increasein 2000, whilelending to busnessentities
contracted by 0.2 per cent following the 11.2 per cent
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growth in 2000. Net borrowing from the banking
system by the central governments combined
increased by 1.8 per cent to $697.5min 2001, mainly
associ ated with growth of 3.9 per cent in commercid
bank lending. Thecentrd governments depogtswith
the banking system rose by 5.3 per cent following the
6.1 per cent increase in 2000.

An analysis of credit alocation by economic
activity indicated strong growth in credit to the
agricultural and congtruction sectors. Credit to the
agricultura sector grew by 16.3 per cent compared
with the 25.8 per cent increase in 2000. Following
the 4.0 per cent decline in 2000, lending to the
construction sector went up by 11.4 per cent in 2001.
Credit for persond use, which accounted for themagjor
portion of commercid bank lending to the private
sector, increased by 4.5 per cent compared to growth
of 10.4 per cent in 2000. Credit to the digtributive
trades sector and the tourism industry fell in 2001,
the first decline in the period 1997-2001. Lending
for distributive tradesfell by 4.3 per cent to $819.3m
at the end of 2001 and credit to the tourism industry
declined by 4.3 per cent to $547.9m.

ECCU
Commercial Bank Credit Distribution
at December 2001
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The net foreign assets of the banking system
expanded by 51.1 per cent to $1,218.6m in 2001
following the 9.3 per cent contraction in 2000, partly
reflecting an increase in foreign assets of both the
Centrd Bank and commercia banks. Commercid
banks moved from a net foreign liabilities pogtion of
$212.1m in 2000 to a net foreign assets postion of
$26.5m at the end 2001, mainly driven by growth of
29.1 per cent ingrossforeign assets. Of the member
countries, thegrowth in commercia banksnet foreign
assets was substantid for Anguilla (81.1 per cent)
partly atributable to a rebound in tourism activity in
that country. In 2001 the net foreign assets of the
Centra Bank grew by 17.0 per cent to $1,192.2m,
reflectingin part higher liquidity balancesheld on behdf
of commercia banks.

Liquidity inthe commercia banking system of the
currency union increased in 2001, partly due to a
higher rate of growth in depogts reldive to that of
loans and advances. The higher liquidity levd was
reflected in an increase in the ratio of liquid assetsto
total deposits plusliquid ligbilitiesto 28.8 per cent in
2001 from 24.3 per cent in 2000. The loans and
advances to depoditsratio fell to 81.0 per cent from
84.5 per cent in 2000.

During 2001 there were some changes in
commercid bank interest rates. The maximum rates
ontimedepositsof up to 3 monthsand over 3 months
to 6 months fdl by 3.25 percentage points and 3.0
percentage points respectively. Prime lending rates
moved to arange of 9.0 per cent to 9.5 per cent from
one of 9.5 per cent to 12.0 per cent in 2000. The
rates on savings depogits, remained in the range of
4.0 per cent to 8.0 per cent.
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Balance Of Payments

The overdl baance of payments pogtion of the
ECCU improved in 2001 as reflected by the growth
in the net externd reserves. An overdl surplus of
$166.3m wasrealised in 2001 compared with one of
$53.6min 2000. Asapercentage of GDPthesurplus
moved to 2.2 per cent, up from 0.7 per cent in 2000.
This improved performance was due in pat to the
narrowing of the current account deficit and increased
net inflows on the capitd and financia account.
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The current account deficit was estimated to have
declined in 2001, influenced by a number of factors
including a contraction in the combined economies of
the currency union that resulted in areduction in the
demand for imports. The current account deficit fell
t0 $1,161.2m, the equivaent of 15.1 per cent of GDP,
down from 15.4 per cent of GDP in 2000. The
improvement in 2001 was driven by a decline in
payments for goods coupled with lower outflows on
the income account, which helped to cushion the
impact on the current account balance of reduced
inflows from services and current transfers.

Net payments on the merchandise trade account
contracted by 4.3 per cent to $2,866.4m, primarily
as aresult of lower payments for imports as export
earnings fell. Consequently the merchandise trade
deficit fell to an equivdent of 37.3 per cent of GDP
from 39.1 per cent of GDP in 2000. The vaue of
importsfell by 6.9 per cent to $3,567.1m (46.4 per
centof GDP) in2001. Thiscontraction wasattributed
to lower ail pricesontheinternationd market and the
fdl inred output in the currency union, fudled in part
by declines in activity in the condruction sector and
tourigm indudtry.

Rece pts from merchandise exports fdl by 16.2
per cent to $700.7m, the equivaent of 9.1 per cent
of GDP. Earningsfrom the export of bananafromthe
Windward Idands declined by 44.5 per cent toalow
of $94.5m compared with the total in 2000. All the
banana exporting countries in the currency union
experienced declines in revenue ranging from 53.3
per cent ($45.9m) in St. Lucia to 31.9 per cent
($0.2m) in Grenada. Earnings from the export of
electronic components produced in Grenada and
S Kittsand Neviswere estimated to have contracted
ggnificantly duein part to afdl in export demand from
theUSA, themgor market. Revenuefrom theexport
of sogp and dentd cream in Dominica was reported
to have declined. By contrast, export receipts from
sugar produced in &t Kitts and Nevis rose by 30.5
per cent ($6.5m).

In relation to current transfers, net inflows fdl to
4.6 per cent of GDP in 2001, down from 5.5 per
cent of GDP in 2000. This outcome was a direct
consequence of lower transfers to the private sector
as inflows to the combined centra governments
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increased. In 2000 transfers to the private sector
rose substantialy as a result of the settlement of
insurance clams associated with hurricane damage
to property in two of the member countries.

Net inflows from services transactions
contracted by 3.1 per cent to $1,771.3m (23.1 per
cent of GDP), primarily influenced by developments
inthetravel sub-account. Net inflowsfromtravel fell
to 26.7 per cent of GDPin 2001 from 29.0 per cent
of GDPin2000. Grosstrave receipts contracted by
6.3 per cent to $2,352.4m on account of a 5.1 per
cent declinein stay-over vigtorsto the currency union
and discounting of hotel room rates in some of the
member countriesduring thelast quarter of 2001. As
apercentage of GDP, grosstrave receiptsfdl by 2.2
percentage points to 30.6 per cent in 2001.

The surplus on the capitd and financid account
rose to $1,327.5m (17.3 per cent of GDP) in 2001
from $1,232.3m (16.1 per cent of GDP) in 2000.
This performance was primarily driven by
developments on the capital account. Net inflowson
the capital account increased to $310.1m, the
equivaent of 4.0 per cent of GDP compared with 3.3
per cent of GDPin2000. Themain contributing factor
to this improved performance in 2001 was a 37.1
per cent increase in inflows of grants to $204.9m or
2.7 per cent of GDP.

Net inflows on the financid account increased by
4.2 per cent to $1,017.4m or 13.2 per cent of GDP.
Net long-term inflows to the public sector grew by
78.8 per cent to $193.2min 2001, fuelled by increased
foreign borrowing by the combined central

governments of the ECCU. Net inflows of direct
investment rose by 2.3 per cent to $817.1m (10.6
per cent of GDP), mainly associated with congtruction
activity in the touriam industry. Commercia banks
increased their stock of foreign reserves by $238.6m
(3.1 per cent of GDP), following a drawdown of
foreign asststotaling $125.7m (1.6 per cent of GDP)
in 2000.

External Debt

Preliminary data indicate that at the end of
December 2001 thetota public sector external debt
for the currency union amounted to $3,387.2m, an
increase of 6.5 per cent compared with growth of
6.4 per cent in 2000. As a percentage of GDP the
public sector external debt roseto 44.1 per cent from
41.5 per cent in 2000. The performance in 2001
reflected a 5.9 per cent increase in the combined
centra government debt. As a percentage of GDP
centra government disbursed outstanding debt rose
to 35.0 per cent in 2001 from 33.0 per cent in 2000.
There were increases in the outstanding debt of dl
the member countries with the exception of Antigua
and Barbuda and Montserrat, which recorded
declinesof 4.8 per cent and 1.0 per cent respectively.
The outstanding debt of the statutory bodieswas 4.7
per cent above the leve in 2000, reflecting increases
in Anguilla, Antigua and Barbudaand Dominica

During 2001 the Caribbean Development Bank
continued to be the main creditor for dl the member
countries. Average concessiond debt asaproportion
of total outstanding debot fell to 61.1 per cent in 2001
fromtherevised 63.8 per centin 2000. Thisindicates
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that countries are increasingly borrowing on
commercid terms due to a decline in concessond
funding.

An andyss of the currency compostion of the
external debt revealed that 66.1 per cent was
denominated in US dollars.  Roughly 9.3 per cent
was denominated in Deutsche marks, while 12.3 per
cent was in other currencies including Chinese yuan
and Netherland guilders. In terms of the sectoral
digtribution of the outstanding debat, utilities accounted
for 19.7 per cent. Multi-sector projects and the
tourism and hotel industry were dlocated 14.0 per
cent and 10.8 per cent of thetotal respectively, while
28.8 per cent was dlocated to the category “other
activities’ including rurd development, hedth and
socid wdfare and infrastructure projects.

During 2001 externa debt service payments
(including interest and principa repayments) were up
by 10.3 per cent to $290.5m compared to the growth
of 23.2 per centin 2000. Thisdevelopment reflected
theexpangoninthedebt stock of some of themember
countries. Asapercentageof current revenueexternd
debt service paymentsin 2001 increased to 11.0 per
cent from 9.0 per cent in 2000. The development
was influenced by increases in the leve of externd
debt service payments for both public and publicly
guaranteed debt in St Lucia(77.4 per cent), Dominica
(14.5 per cent), Grenada (11.6 per cent) and
St Vincent and The Grenadines (11.1 per cent). Of
debt service payments, principal repayments
accounted for 61.2 per cent of thetotd, whileinterest
and other payments represented 38.8 per cent.

Prospectsfor 2002

The economic performance of ECCU countries
in 2002 would depend to alarge extent on the strength
of recovery of the globd economy, particularly the
US- amgjor trading partner and an important market
for touriam. The duggish performance of the tourism
indudtry islikely to continuein 2002 asvidtor arrivas
are projected to contract, particularly in the first half
of the year and to increase marginaly or reman
reatively flat in the second hdf. Theindudry islikdy
to be adversdly affected by a cutback in flightsto the
currency union as aresult of lower profit margins by
some arline companies.

The construction sector is expected to show
modest growth in 2002 with the start-up of anumber
of projects in both the public and private sectors.
These projectsincludeimprovementsto port facilities,
housing development, highway maintenance and
congtruction, and the building of sports facilities and
hotels.

Agricultura output is projected to increase based
onlikdy developmentsin the bananaindustry. Output
of bananas from the four banana producing countries
is projected to increase in 2002 as the industry
recovers from the adverse effects on production of
disease and drought experienced in 2001. Production
in St Lucia, the largest producer, is expected to
rebound from the severe impact of leaf spot disease
and contributeto thegrowth intotd output. However,
output growth is likely to be influenced by continued
low prices for banana on the internationa market.
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Theselow priceshaveresulted inaloss of confidence
in theindugtry and the exit of some farmers from the
indugtry. Pans to improve efficiency through the
implementation of anirrigation project with assstance
from the European Union may boost farmers
confidence and lead to someincreasein output during
2003 and beyond. The tariff/quota regime under
which bananas from the region are sold on the
European market will be replaced with a tariff only
system by 2006. Surviva of the region’s banana
industry beyond 2006 will depend on the success of
theirrigation plansand on thelevd of tariff protection
that will be provided under the new regime.

Performance in the manufacturing sector is
projected to remain week, particularly during thefirst
haf of 2002. Thereislikdy to be anincreaseinthe
production of eectronic and eectrica componentsin
the second half of 2002 provided the US recovery
continues to strengthen.

Consumer price inflation is likely to remain low,
influenced by low inflation rates projected inthemgor
trading partner countries. The savings of the
combined central governments are expected to
weaken in 2002 as current expenditure by some of
the member countriesis projected to increase, while
revenueislikdy toremainflat. Theanticipated growth
in current expenditure is based on higher debt
payments and increased outlays on personal
emoluments. Inthe externd sector the current account
baanceisexpected to beinfluenced by developments
in the congtruction sector and tourism industry. The
anticipated increasein congruction activity islikdy to
lead to higher imports of building materid and other
related supplies. Net travel inflows are projected to
contract, particularly during thefirst haf of 2002, asa
result of afal inarrivasand discounting of hotd rates.
The monetary ligbilities of the banking system are
projected to increase, but a dowdown in the rate of
growthislikdy.
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Overview

During 2001 theeconomy of Anguillagrew inred
terms by an estimated 2.0 per cent, following the
revised rate of contraction of 0.3 per cent in 2000.
Therebound in economic performancewasinfluenced
largely by arecovery inthe hotdl and restaurant sector,
following the setback in 2000 when some hotelsclosed
temporarily asaresult of damage caused by hurricane
Lenny in November 1999. Vaue added in the
congtruction sector declined, reflecting in part the
completion of work on some projectsin late 2000 or
early 2001. Other sectors recording contractions
were mining and quarrying, wholesde and retall, and
trangportation. The current account position of the
central government deteriorated as the growth in
expenditure outpaced that of revenue. Theworsening
of the current account balance, coupled with a
widening of the deficit on the capita account, resulted
in an expangon of the overdl deficit. The liquidity
position of the commercia banks increased, while
interest rates remained unchanged during 2001. On
the external accountsthe overall balance of payments
position improved, partly attributed to higher inflows
from tourism and afdl in import payments.

Output

Real growth of 2.0 per cent wasrecorded for the
economy of Anguilla in 2001, largely mirroring
developments in the tourism industry. During 2001
vaue added in the tourism industry, as measured by

the hotdl and restaurant sector, grew by 9.5 per cent
following the 6.4 per cent contraction in 2000 when
the hotel plant sustained hurricane damage. The
contribution of the hotel and restaurant sector roseto
32.2 per cent of GDP from 30.0 per cent of GDPin
2000. Stay-over vidtors- the primary contributor to
value added in the hotel and restaurant sector -
increased by 9.5 per cent to 47,965 in 2001 and
represented 45.7 per cent of total visitorsto Anguilla.
The growth in stay-overswas associated with a21.4
per cent increase in the number of vigtors from the
United Statesto 30,099. The US (thelargest market)
accounted for 62.8 per cent of stay-over visitorsin
2001 compared to 56.6 per cent in 2000. Increases
of 8.1 per cent and 4.6 per cent were recorded for
the Caribbean and German marketsrespectively. By
contragt, arrivals from Italy and Canada declined by
26.5 per cent and 16.8 per cent respectively.
Excursionists contracted by 17.0 per cent to 57,009,
following the 14.6 per cent increasein 2000. In 2001
excursionists represented 54.3 per cent of visitor
arivas to Anguilla compared with 61.1 per cent in
2000. Thereductioninexcursonistswas associated
with contractions in the number of arrivas from the
neighbouring idand of St Maarten - the mgjor source
of excursgonigts - and was reflective of the impact of
the dowdown in the US economy and the events of
September 11 on tourism activity in that country.

Vaue added in the construction sector was
estimated to have contracted by 19.1 per cent during
2001 compared withthe 6.7 per cent declinein 2000.
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The sector’ scontributionto GDPfdll to 12.0 per cent
from 15.1 per cent in 2000. This performance was
atributed to the completion or near completion of
some projectsin the private and public sectorsin late
2000 or early 2001. These included Campus B of
the Albena Lake-Hodge Comprehensive School,
extensons to two commercial banks and a road
rehabilitation project. The decline in construction
activity was reflected in a reduction in the import of
congtruction related materias.
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Real value added in the agricultural sector
increased by 3.9 per cent during 2001. The sector’s
contribution to GDP increased marginaly to 3.0 per
cent from 2.9 per cent in 2000. Performance in the
agricultural sector was influenced primarily by
developmentsin the crop sub-sector. The production
of agricultural crops, primarily for domestic
consumption, continued to recover from the
degtructive effectsof the hurricaneinlate 1999. Vdue
added in the fishing sub-sector rose by 2.9 per cent
following declines averaging 10.0 per cent in 1999 -
2000. Despite the increase, growth in value added
was congrained by the hdting of activity in thelong-

line fishing project which offered scope for further
expansion of the sub-sector.

The other sectors of the economy recording
increases in value added were banks and insurance
services (5.6 per cent), communications (6.8 per
cent), rea estate and housing (2.1 per cent) and
eectricity and water (14.9 per cent). Contractions
in value added were recorded for wholesdleand retall
(5.0 per cent) and trangportation (4.2 per cent), partly
asociated with thefdl inimportsaswel asadecline
in the number of excursonists. The mining and
quarrying sector declined by 10.1 per cent, directly
asociated with the contraction in the congtruction
sector.

Prices, Wages and Employment

Inflation as measured by the change in the
consumer priceindex, moderated in 2001. Consumer
prices were estimated to have increased by 3.3 per
cent on average, following the 6.5 per cent rate of
growth in 2000 when prices went up sharply as a
result of arisein water rates.

Wagesand sdariesin the public sector remained
stable during 2001. Based on data from the
population census the officid unemployment rate for
Anguillawas estimated at 6.7 per cent for 2001.

Central Government Fiscal Operations

The central government recorded a current
account deficit of $5.5m (1.8 per cent of GDP) in
2001, in contrast to asurplus of $0.1min2000. The
performancein 2001 was attributed to faster growth
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incurrent expenditurereativeto theincreasein current
revenue. Current expenditureroseby 9.2 per cent to
$78.2m, equivalent to 25.7 per cent of GDPin 2001
compared with 24.5 per cent of GDPin2000. Current
revenue grew a the dow rate of 1.4 per cent to
$72.7m and as a percentage of GDP fell to 23.9 per
cent from 24.6 per cent in 2000. Current revenue
and expenditure were 26.3 per cent and 11.2 per
cent below the amounts budgeted in the 2001
estimates.

The growth in current expenditure in 2001 was
primarily influenced by increasesin outlayson persond
emoluments, and goods and servicesaswdl ashigher
interest payments. Persona emolumentsrose 7.6 per
cent to $39.6m compared with growth of 8.5 per
cent in 2000, and represented 50.7 per cent of current
expenditure compared with 51.4 per cent in 2000.
Outlays on goods and services grew by 7.9 per cent
to $34.1m compared with the 34.8 per cent rise in
2000, and as a proportion of current expenditure fell
t0 43.7 per cent from 44.1 per cent in 2000. Interest
payments more than tripled to $1.8m after remaining
stable in 2000. Much of the growth in interest
payments was attributed to a more than threefold
increase in domedtic interest payments to $1.4m.
Interest payments as a percentage of current
expenditure increased to 2.4 per cent from 0.7 per
cent in 2000. Expenditure associated with transfers
and subsidies contracted by 5.2 per cent to $2.6m.

Current revenue growth in 2001 was influenced
by improvementsin collectionsfrom taxeson domestic
goods and services, and non-tax revenue. Recelpts
from taxes on domestic goods and services grew by
27.6 per cent to $23.1m compared with growth of

10.4 per cent in 2000. This performance was
atributed to 66.0 per cent growth in receipts from
the hotel accommodation tax to $7.8m (2.6 per cent
of GDP), associated with the increase in the number
of stay-over vistors. A 20.4 per cent increasein the
bank deposit levy to $2.4m aso contributed to the
higher collections from taxes on domestic goods and
sarvices. Recepts from taxes on internationd trade
and transactions fell by 13.5 per cent to $34.6m in
contrast to growth of 7.5 per cent in 2000, reflecting
acontraction inimports. The declinein recaiptswas
asociated with a16.2 per cent fal in collectionsfrom
import duties to $30.1m, representing 41.4 per cent
of current revenue. Non-tax revenue rose 9.2 per
cent to $14.3m compared with growth of 6.5 per
cent in 2000, and as a percentage of current revenue
increased to 19.7 per cent from 18.3 per cent in 2000.
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Capitd expenditure contracted by 19.0 per cent
to $12.4m in 2001 in contrast to the 19.5 per cent
increase during 2000. The outlay on capital projects
represented 4.1 per cent of GDP, down from 5.2 per
cent of GDP in 2000. Capital expenditure was
associated with the resurfacing of a road and
congruction work on two schools and a polyclinic.
Capita grantsfel by 36.7 per cent to $6.2min 2001
and contributed to awidening in the overdl| deficit to
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$11.7m from $5.4min 2000. Theoveral deficit was
financed largely through borrowing from the domestic
banking system.

At theend of 2001 thetotd disbursed outstanding
externd debt of the central government stood & $8.2m
(2.8 per cent of GDP), representing a 14.6 per cent
increase over the total at the end of 2000.

Money and Credit

During 2001 broad money (M2) grew by 12.1
per cent to $484.3m compared with growth of 16.8
per cent in 2000. The growth was influenced by a
12.6 per cent ($51.9m) expandion in quas money.
Of the components of quas money, foreign currency
depositsrose by 15.4 per cent ($49.7m), associated
in part with increased inflows from tourism. There
wasan 11.5 per cent ($4.6m) increasein time deposits,
while savings depodits contracted by 4.5 per cent
($2.2m). The narrow money supply increased by
1.1 per cent ($0.2m).

Domestic credit grew by 6.4 per cent to $409.8m
in 2001 compared with growth of 28.3 per cent during
2000. The dowdown in the rate of growth was
reflected in private sector credit which rose by 7.7
per cent ($32.8m) following the 26.0 per centincrease
in2000. Lending to households, whichincreased by
10.0 per cent, accounted for the mgor portion of the
growth in private sector credit. Loansto businesses
grew by 4.2 per cent ($9.3m). Therewasa70.7 per
cent ($8.2m) increase in net credit to the central
government, partly attributable to the weak fiscal
performance. Thegrowthin centrd government credit
reflected a $5.0m advance from the Centrd Bank

and a28.8 per cent ($3.6m) expansionin commercid
bank credit. Central government deposits in the
banking system grew by 35.8 per cent ($0.3m). The
net deposits of the non-bank financid inditutionsand
non-financia public enterprisesincreased by 90.7 per
cent ($6.6m) and 12.5 per cent ($6.3m) respectively.

Anandyssof credit by economic activity indicated
dower growth in lending to the condruction sector and
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for persond usa. Thegrowthin lending for condruction
dowed to 14.6 per cent ($2.7m) from 63.7 per cent
($7.2m) during 2000. Therate of increasein persond
lending was 8.1 per cent ($17.8m) compared with 28.4
per cent ($48.7m) in 2000. Of the components of
persond lending, credit for the purchase of consumer
durables and other persond use contracted following
substantid increases in 2000. Lending for home
congruction and renovation grew by 36.0 per cent
compared with 27.1 per cent in 2000. Loans to the
tourism industry dedlined by 1.2 per cent ($1.4m), in
contrast to an increase of  12.5 per cent ($10.4m) in
2000, reflecting the improvement in thet sector.

During 2001 the net foreign assets of the banking
system rose by 48.0 per cent to $151.7m in contrast
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to the decline of 6.0 per cent, associated in part with
higher inflowsfrom tourism. Increasesin both the net
foreign assetsof thecommercid banksand Anguilla's
imputed share of the reserves of the Centrd Bank
contributed to the growth in the net foreign assets of
the banking sysem. Commercia banks net foreign
assets increased by 8.1 per cent ($38.7m),
occasioned by a 7.4 per cent ($14.3m) contraction
inther liabilitiesto banks and other inditutions outsde
the Eastern Caribbean currency union and an 8.7 per
cent ($18.4m) increasein assts. Anguilla simputed
share of the reserves held at the Central Bank grew
by 19.2 per cent to $65.3m.

During 2001 liquidity in the banking system
increased. The liquid assets to totd deposts plus
liquid ligbilitiesratio rose by 2.1 percentage pointsto
42.1 per cent, while the loans and advances to total
deposits ratio declined by 1.7 percentage points to
71.9 per cent. Interest rateson depositsand onloans
remained unchanged in 2001.

Balance of Payments

The baance of payments recorded an overadl
surplusof $10.5m (3.5 per cent of GDP), representing
an improvement when compared with the surplus of
$1.0m (0.3 per cent of GDP) in 2000. The larger
surplus was assodated with lower net outflows on the
current accourntt.

The deficit on the current account narrowed to
$75.9m (25.5 per cent of GDP) in 2001 from
$150.6m (51.6 per cent of GDP) in 2000. The
narrowing of the deficit was attributed to reduced
outflows on the merchandi se trade account combined

with higher inflows from sarvices. The merchandise
trade deficit fell to $175.1m (58.9 per cent of GDP)
from $212.6m (72.9 per cent of GDP) in 2000,
reflecting adecreaseinimports. Paymentsfor imports
(f.o.b) fell by 17.8 per cent to $184.6m, partly
associated with a fal in imports of construction
equipment and materid, a reduction in the vaue of
motor vehicles, and lower fud costs.
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The services account recorded a surplus of
$103.7m (34.8 per cent of GDP) compared with one
of $65.8m (22.6 per cent of GDP) in 2000. This
performance reflected a 10.9 per cent increase in net
travel inflows to $144.5m (48.6 per cent of GDP),
associated with the growth in stay-over arrivals.

The surplus on the capitd and financid account
fell by 43.0 per cent to $86.4m (29.0 per cent of
GDP). Thedeclinewasattributed to a30.2 per cent
contraction in net inflows of foreign direct investment
to $74.2m. The reduction in net inflows of foreign
investment reflected a contraction in investment,
particularly in the tourism indudtry.

Prospects
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In 2002 an increase in economic activity is
anticipated, led primarily by a rebound in the
congtruction sector. This assessment is based on a
number of ongoing and planned projectsin the public
and private sectors. These include two road
resurfacing projects in the public sector and the
congtruction of a170-room resort in the private sector.
Residential construction is anticipated to remain
buoyant. Performanceinthetourismindudry islikey
to beinfluenced by devel opmentsin the US economy.
Stay-over arivasareanticipated to declinein thefirst
quarter. However arrivdsarelikdy toincreaseinthe
second haf of 2002 asthe US economic recovery is
expected to strengthen in the second hdf of 2002.
Modest growth is projected for the agriculturad and
fisheries sector.

Thefisca accountsof the centrd government are
anticipated to improverelaiveto the pogtionin 2001.
This assessment is based in part on a number of

expenditure restraint measures implemented in
October 2001. In addition, revenue enhancing
measuresimplemented during thelast quarter of 2001
coupled with a proposed revenue strengthening
programme should yidd increases in tax revenue in
2002.

The rate of expansion in domestic credit is
anticipated to dow down and to remain below that of
monetary ligbilities The liquidity pogtion will likely
improve during 2002.

In the external sector, there is likely to be a
widening in the current account deficit of the baance
of payments. Thisassessment isbased on aprojected
decline in net travel receipts from tourism coupled
withincreasesin merchandiseimports, associated with
the anticipated recovery in activity in the congruction
sector.




ANTIGUA AND BARBUDA

Overview

During 2001 the Antigua and Barbuda economy
recorded its Sixth consecutive year of real economic
growth. Real GDP was estimated to have increased
by 1.5 per cent in 2001, abeit at a dower pace than
the 2.5 per cent rate in 2000. Growth in 2001 was
spearheaded by increased activity in the construction
sector which was moderated by aweak performance
inthetourismindustry. Theexpansion of the economy
was accompanied by an increasein consumer prices.
Theoverdl fiscd deficit wasestimated to havewidened
to $118.6m, equivalent to 6.4 per cent of GDP.
Liquidity in the commercid banking system eased as
evidenced by improvementsin the liquidity retios.

Output

The indicators of output showed that in 2001
economic growth moderated, reflecting adowdown
in the pace of activity in most of the sectors. Growth
was led by the construction sector, supported by the
communications and government Services Sectors.
Red activity in congtruction expanded by 4.0 per cent
compared with 6.5 per cent in 2000. The growth in
condruction activity was influenced by higher public
sector capita expenditure and increased commercid
bank lending for construction and real estate
development. Thebulk of private sector congtruction
activity was geared towards the completion of a
cricket stadium and restaurant on the outskirts of the
arport, government office complexes, an headquarters
for an offshore bank and residentia development.

Public sector activity included ongoing work on the
hospitd and the pardld taxiway at the airport, and
road works.

In 2001 vaue added in the tourism indugtry, as
indicated by the hotel and restaurant sector,
contracted by 7.0 per cent in comparison with a
reduction of 0.9 per cent in 2000. The decline in
2001 reflected a 5.3 per cent fdl in totd vistors to
641,435, in contrast to growth of 15.0 per cent in
2000. Stay-over visitors amounted to 193,176,
roughly 6.6 per cent lower than the totd in 2000.
This performance was attributed in part to the
discontinuation of air charter servicesbetween Antigua
and Barbuda and the UK by an arline in June 2000.
The dassfication of stay-over visitors by country of
origin indicated a decline in arivas from al mgor
markets except the US. Visitorsfromthe USroseby
2.0 per cent to 60,176 in contrast to a 9.2 per cent
decline in 2000, with mogt of the increase occurring
inthefirg haf of 2001. Arrivasfromthe UK fel by
9.6 per cent, while double-digit decreases were
recorded in arrivalsfrom Switzerland (24.3 per cent),
France (38.9 per cent) and Germany (44.1 per cent).
For the third consecutive year, the UK wasthe main
source for stay-over visitors with a market share of
35.1 per cent. The share of vigtors from the US
market rose by 2.7 percentage pointsto 31.2 per cent.

Vaue added in the trangportation sector declined
by 0.9 per cent in contrast to growth of 4.6 per cent
in 2000, partly associated with adecreasein the “air
trangport” sub-sector. This outcome was cond stent
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with the reduction in air services to Antigua and
Barbuda. Vaue added in the “sea transport” sub-
sector grew at a dower pace than that in 2000,
reflecting a reduction in cargo throughput and a
downturn in the cruise sub-sector. The number of
cruise ship passengersto theidand was down by 4.8
per cent to 408,812. This performance was largely
attributed to developmentsin thelast quarter of 2001,
as cruise ship arrivas were up for the nine monthsto
September 2001. In the last quarter cruise arrivals
were adversaly impacted by the September 11 event.

Antigua & Barbuda

Selected Economic Indicators
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Vdue added in the government services sector,
which is the largest contributor to GDP with a share
of 16.3 per cent, rose by 2.5 per cent, influenced by
higher outlays on personal emoluments. The
performance of the communi cations sector improved,
with value added increasing by 4.7 per cent following
the 6.8 per cent contraction in 2000. Vaue added
for dectricity and water, and financid services was
estimated to have grown in 2001.

Prices, Wages and Employment

Therate of inflation as measured by the changein
the consumer price index (CPI) was 1.7 per cent in
2001 compared with 0.5 per cent in 2000. The
increase in the CPI was partly as a result of higher
pricesfor food, beveragesand education. Anupward
adjustment in the rate for the customs service tax in
April 2001 also contributed to the increase in
consumer prices.

During 2001 wages and sdaries of public sector
employees remained stable. In the private sector,
wageincreasesaveraged 4.0 per cent. Theeconomic
downturn and the negative impact of the September
11 atack would have resulted in the retrenchment of
some workers in the tourism industry. The
unemployment rate sood at 11.0 per cent at theend
of 2001, roughly 2.0 percentage points above the 2000
rate.

Central Government Fiscal Operations

For the year 2001 the fiscd operations of the
centrd government resulted inacurrent account deficit
of $54.5m (2.9 per cent of GDP) compared with one
of $57.2m (3.2 per cent of GDP) in 2000. Thesmaller
deficit was on account of growth of 9.1 per cent in
current revenue to $355.8m in 2001 in contrast to a
decline of 6.0 per cent in 2000, reflecting increased
tax revenue. Current revenue in 2001 was
approximately 28.0 per cent below the budgeted
amount.
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Of tax revenue, earnings from taxes on
internationa trade and transactions rose by 7.6 per
cent to $195.6m in 2001. This performance was
atributed to higher collections from the customs
sarvice charge, associated with adoubling of therate
to 10.0 per cent in April 2001. Recelpts from taxes
on domestic goods and services grew by 12.3 per
cent to $67.1m, largely dueto an increasein revenue
from samp duties. The yidd from taxes on income
and profits was up by 27.5 per cent to $47.8m,
reflectingincreased compliance asaresult of improved
auditing procedures at the Inland Revenue
Department. A totd of $3.5m was collected fromthe
tax on gross turnover of unincorporated businesses
which was introduced in April 2001. An intake of
$6.0m was recorded from the property tax in
comparison to $4.7m in 2000.
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Current expenditure of $410.3mwas 7.0 per cent
above the tota for 2000 and 9.7 per cent below the
amount budgeted in 2001. Asapercentage of GDP,
current expenditure rose to 22.1 per cent from 21.5
per cent in 2000. The growth in expenditurein 2001
largdly reflected anincrease of 27.6 per centinoutlays
on goods and services. Of the other categories of

expenditure outlays on persona emolumentsgrew by
2.5 per cent, influenced by increased employment of
police and prison officersaswdl as security personnd
for the airport. Interest payments totaled $39.6m
roughly 1.8 per cent above the amount in 2000.
Spending on transfers and subsidies contracted by
6.5 per cent ($1.4m).

During the year under review capita expenditure
totaled $73.1m, roughly 52.7 per cent more than the
2000 total and equivaent to 3.9 per cent of GDPin
2001 compared with 2.7 per cent of GDP in 2000.
The increased expenditure was associated with the
new hospital, rehabilitation and construction of
government buildings, road works and two fisheries
complexes. The developments in the current and
capital accounts resulted in an overall deficit of
$118.6m or 6.4 per cent of GDP compared with one
of 5.4 per cent of GDP in 2000. The deficit was
financed primarily through the accumulation of arrears.

At the end of 2001 the disbursed outstanding
externd debt of the centra government amounted to
$1,011.8m (54.6 per cent of GDP) compared with
$1,064.1m (59.5 per cent of GDP) at the end of 2000.

Money and Credit

During 2001 broad money (M2) grew by 4.8 per
cent to $1,453.3m, arate below that of 5.7 per cent
recorded in 2000. This development was as a result
of dower growth in quasi-money, which rose by 4.0
per cent compared with 9.3 per cent in the previous
year. Of the components of quasi-money the growth
intime deposits dowed to 6.1 per cent from 11.8 per
cent in 2000. Savings deposits rose by 5.8 per cent
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compared with 2.6 per cent in 2000, while private
sector foreign currency deposits contracted by 16.5
per cent following asubgtantia increasein 2000. The
narrow money supply (M1) was up by 7.9 per cent
in contrast to the 6.0 per cent decreasein 2000, mainly
reflecting an expanson in demand deposits.

Antigua & Barbuda
Selected Monetary Indicators
Annual Percentage Change
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Domedtic credit extended by the banking system
remainedvirtudly flat at $1,551.9m, following growth
of 10.2 per cent in 2000. Therewasgrowthinlending
to the private sector but thiswas offset by adecrease
in credit to the public sector and increasesin deposits
of non-bank financid ingtitutionsand subsidiariesand
afiliates. The central government’s indebtedness to
the banking system decreased during 2001, as net
credit fell by 4.7 per cent to $289.3m in contrast to
the 9.4 per cent increasein 2000. Centrd Bank credit
to the centra government was lower by 4.4 per cent,
whileloans and advancesfrom the commercid banks
decreased by 3.3 per cent to $232.0m. A 40.9 per
cent expang on wasrecorded in centra government’s
depositswith thebanking system during 2001. Credit
totheprivate sector rose by 3.1 per cent. Thegrowth
in private sector credit was concentrated in the
congtruction sector, which recorded a 21.8 per cent

increasein commercid bank lending. Persona sector
credit was up by 1.8 per cent, reflecting in part
increased credit for the acquidition of property.

An expanson in the net foreign assets of the
banking system wasthe counterpart to theincreasein
themoney supply. At theend of December 2001 net
foreign assets of $95.3m were recorded in contrast
to net foreign liabilities of $73.5m at the end of
December 2000. Anincreasein reserveshed by the
Central Bank and a reduction in the net liabilities of
the commercid banks contributed to the net foreign
asstspogtion. Antiguaand Barbuda simputed share
of thereserves of the ECCB was $215.2m at theend
of 2001, roughly 25.4 per cent abovethelevel in2000.
Thenet ligbilities of the commercia banksfell by 51.1
per cent to $119.9m, largdly reflecting areduction in
ligbilities to banks and indtitutions within the rest of
the Eastern Caribbean currency union.

Commercid bank liquidity improved during 2001.
The ratio of liquid assets to totd deposits plus liquid
liabilities rose by 3.3 percentage points to 29.7 per
cent. The loans and advances to total depositsratio
stood at 84.8 per cent at the end of 2001, roughly
5.8 percentage points be ow theleve reported in 2000.

Interest ratesremained relatively unchanged during
2001, with the exception of the rates offered on time
deposits. Theratesoffered on 3-month time deposits
increased to arange of 3.5 per cent to 6.0 per cent at
the end of 2001 from therange of 2.5 per centto 5.5
per cent at the end of 2000. The minimum rate for
time deposits over one year was lowered to 2.5 per
cent, while the maximum rate increased to 7.5 per
cent.
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Balance of Payments

Thecurrent account recorded adeficit of $161.1m
(8.7 per cent of GDP) in 2001, compared with one
of $215.6 m (11.6 per cent of GDP) in 2000. The
2001 outcome wasreflected in smaller deficitson the
merchandise trade and income accounts and higher
net inflows on the services account.

Compared with the performance in 2000 the
merchandise trade baance improved, as the deficit
declined to $858.8m (46.3 per cent of GDP) in 2001
from $869.3m (48.7 per cent of GDP) in 2000. This
improvement wastheresult of a1.0 per cent decrease
in paymentsfor imports (f.o.b.), partly associated with
the downturn in the tourism industry. Services
transactions resulted in a net surplus of $684.0m
compared with one of $674.3min 2000. Theincrease
in the surplus on the services account was attributed
largdly to transactionsin other business serviceswhich
resulted in net inflows of $7.1m, in contrast to net
outflows of $45.4min 2000. A declineof $49.9min
gross travel earnings was recorded, consistent with
the reduction in vidtor arrivas.

Antigua & Barbuda
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In the capita and financid accounts, net inflows
rose by 3.0 per cent to $204.8m in 2001 compared
with the positionin 2000. Withinthefinancid account
net inflows of private investment of $145.1m
contributed largdly to the improved performance. In
addition, therewas anet inflow of $10.9m for officia
investment, in contrast to net outflows in 2000.
Commercid bank transactionsresulted in anet outflow
of $125.2m in 2001, in contrast to net inflows of
$111.7min 2000, partly reflecting abuild-up of assets
overseasasareault of theincreasein liquidity coupled
with lower demand for credit. The surplus on the
capitd and financid account was more than enough
to finance the current account deficit. As a
consequence an overdl surplus of $43.7m (2.4 per
cent of GDP) was redlised in contrast to a deficit of
$16.7m (5.2 per cent of GDP) in 2000.

Prospects

Growth prospects for 2002 appear favourable,
despite the challenges facing the tourism industry
conditioned by events in the internationa economy.
Red output is projected to increase by 2.1 per cent
in 2002. On asectord bass postive performanceis
anticipated in the congtruction sector. Congtruction
is likdy to gan momentum from the proposed pier
development project and commencement of work on
a shopping complex a the arport. In the tourism
industry the addition of new gateways and flights is
expected to impact positively on the number of say-
over vidtors. Planned development in port facilities
a Heritage Quay would enablelarger vesselsto berth,
thereby bolstering cruise ship traffic. Therearedso
plans to improve the yachting industry. The
transportation and wholesde and retail trade sectors
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are likely to benefit from increased activity in the
congtruction sector and tourism industry. Theoverdl
deficit of the centrd government is projected to be
within 8.5 per cent of GDP. Tota revenue as a
proportion of GDP is forecast to increase by 0.3

percentage point to 19.9 per cent of GDP. Thegrowth
in current expenditureislikey to be contained based
on government’s efforts to keep expenditure within
managesble levels.
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Overview

During 2001 output of goods and services in
Dominica was estimated to have declined by 4.6 per
cent in real terms, following growth of 0.7 per cent in
2000. Thisoutturn waslargely driven by contractions
in the agricultural, construction and manufacturing
sectors and the tourism industry. The decline in the
agricultural sector, the largest contributor to economic
activity, resulted from decreased banana production.
The current operations of the central government
deteriorated, largely as a result of a lower revenue
intake. The monetary liabilities of the banking system
expanded, while domestic credit grew at a relatively
dower rate resulting in an easing of liquidity. The
external current account deficit narrowed as import
payments fell and net outflows of investment income
contracted. Consumer price inflation rose in 2001.

Output

Real GDP was estimated to have contracted by
4.6 per cent during 2001 following growth of 0.7 per
cent in 2000 and increases averaging 2.1 per cent in
the period 1997 — 1999. Production fell in most of
thesectors. Red vdueaddedin the agricultura sector,
which accounted for roughly 16.8 per cent of tota
output, fell by 11.4 per cent compared with the 1.1
per cent declinein 2000. The main contributing factor
to the performance in 2001 was a 35.2 per cent
decline in banana production to 17,574 tonnes. The
banana industry experienced a steedy contraction in
output over thelast fiveyears, partly dueto uncertainty

surrounding the future of the indudtry in light of the
chdlengeto preferentia trestment posed by theWorld
Trade Organisation. This resulted in some farmers
leaving the indutry.

In 2001 vaue added in the manufacturing sector
was estimated to have decreased by 14.8 per cent
following an increase of 8.5 per cent in 2000. The
sector’ s share of tota output fell to 6.2 per cent from
7.0 per cent in 2000. This performance was linked
to lower production of soap and dental cream, two
of the mgjor manufactured goods. Soap production
went down by 10.0 per cent to 10,639 tonnes and
output of dental cream decreased by 1.5 per cent to
1,688 tonnes, largely as a result of lower export
demand.
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The construction sector recorded decreased
activity during 2001. Vaue added in that sector was
edimated to have contracted by 4.6 per cent following
theincreaseof 2.0 per centin 2000. Notwithgtanding,
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the sector’ sshare of totd output remained unchanged
at 7.8 per cent. During 2001 the number of
congruction starts declined by 21.1 per cent to 90,
whilethetota vauefdl by 48.3 per cent to $22.9m.
Private sector residentid congtruction activity was
likely to have contracted based on commercia bank
datawhich showed a 3.2 per cent decreasein lending
for home construction and renovation. Public sector
activity included the congruction of afinancid centre,
anetbdl stadium and awater and sanitation project.

Activity in the tourism industry, as measured by
value added in the hotel and restaurant sector,
contracted by 4.1 per cent in 2001 compared with
the 5.6 per cent declinein 2000. The sector’s share
of red output remained stable at 2.4 per cent. Stay-
over visitors, whose contribution to theindustry isthe
largest on account of their length of tay, fel by 2.4
per cent to 67,961. The declinein stay-over vidtors
contributed in part to adecreaseintotd vidtor arrivas
to 277,287 in 2001. There was a 13.4 per cent
declinein cruise ship passengers, associated with an
18.9 per cent fdl in the number of cruise ship calsto
231. Excurgonigsfdl by 10.1 per cent to 1,699.

The andysis of stay-over vigtors by country of
origin showed a2.1 per cent declinein the number of
visitors from the Caribbean, the largest market.
Vistorsfrom that source accounted for 56.9 per cent
of total say-overs. The number of vistors from the
USA, the second largest market increased by 0.9 per
cent and accounted for 21.7 per cent of total stay-
over vistors.

Of the other services, value added in the
transportation sector was estimated to have declined
by 6.5 per cent, partly influenced by the fdl in the
number of cruise ship arrivas. Wholesde and retall
activity decreased with value added contracting by
3.0 per ceant, atributable to the decline in output,
particularly in the agricultural, construction and
manufacturing sectors.

Prices, Wages and Employment

Therate of inflation as measured by the changein
the consumer priceindex was estimated to haverisen
to 1.9 per cent in 2001 from 1.1 per cent in 2000.
Therewereincreasesindl sub-indicesexcept “housng
and utilities’. Theincrease in the rate was attributed
to thefood sub-index, the most heavily weighted sub-
index, which was estimated to have increased
following a decline in 2000.

During 2001 sdaries and wages in the public
sector increased on average by 1.0 per cent. During
the second hdf of theyear civil servantswereawarded
a 2.0 per cent increase in salaries and wages, in
keeping with an agreement between the government
andthePublic ServiceUnion. It waslikdy that sdaries
and wagesin the private sector also increased based
on negotiated agreements for the period 1999 to
2001.

Employment data for 2001 were not available.
Employment within centra government remained
raively flat. Within the private sector employment
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waslikdy to have dedined asaresult of the contraction
in economic activity.

Central Government Fiscal Operations

The current account deficit of the central
government worsened to $28.2m in 2001 from
$11.5m in 2000. As aratio of GDP, the current
account deficit roseto 4.0 per cent from 1.6 per cent
in2000. Thisoutturnwaslargdy theresult of adecline
incurrent revenue, partly attributableto the contraction
in economic activity.

Current revenuefdl by 6.7 per cent to $199.7m,
reflecting lower tax receipts as non-tax revenue grew
by 16.3 per cent to $37.8m. As a share of GDP,
current revenue moved to 28.1 per cent from 29.4
per cent in 2000. Tax revenue fdl by 10.8 per cent
to $161.9m. The yield from taxes on income and
profits declined by 29.8 per cent to $44.6m,
attributable in part to a reduction in the personal
incometax threshold at the beginning of 2001, aswell
as the contraction in economic activity. Of the taxes
onincomeand profits, theyied from persond income
tax was down by 14.5 per cent to $30.1m, whilethat
from corporation tax decreased by 45.9 per cent to
$16.0m.
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Revenuefrominternationa tradeand transactions
ontracted by 4.3 per cent to $84.9m. This decline
waslargely dueto al6.9 per cent decreasein recelpts
fromimport dutiesto $21.1m, and wasinlinewith an
11.6 per cent fdl inimport payments. Receiptsfrom
consumption duty, which accounted for the largest
share of revenue from international trade and
transactions, fell by 1.0 per cent to $49.4m.
Collectionsfrom the customs service charge grew by
14.0 per cent to $6.5m as a result of an increase in
theratefrom 1.0 per cent to 2.0 per cent in July 2000.

Taxes on domestic goods and services yielded
$30.0m, roughly 11.5 per cent higher thanthetotd in
2000. Thisoutturn wasdueto anincreaseintherate
of sadestax to 5.0 per cent from 3.0 per cent. This
rateincrease was effective January 2001. Asaresult
salestax receiptsgrew by 34.4 per cent to $16.8min
2001. Receiptsfrom al the other categories of taxes
on domestic goods and services contracted.

Current expenditure rose to $227.9m (32.1 per
cent of GDP) during 2001 from $225.7m (31.0
per cent of GDP) in 2000. Spending on personal
emoluments, which accounted for 54.1 per cent of
current expenditure, grew by 1.6 per cent to
$123.3m, as a result of the 2.0 per cent increase
awarded to civil servants during the second half of
2001. Outlays for the procurement of goods and
services went up by 5.4 per cent to $31.5m, in
contrast to the contraction of 13.1 per cent during
2000. Expenditure related to transfers and
subsidies grew by 11.7 per cent to $36.3m after
declining by 9.7 per cent during 2000, whileinterest
payments decreased by 12.2 per cent, largely
reflecting lower externa interest payments.

B
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Capitd revenue amounted to $3.2m, up from
$2.6m in 2000, while grant receipts amounted to
$34.3m compared with $25.7m in 2000. Capitdl
expenditure and net lending was estimated to have
increased by 21.5 per cent to $70.2m (9.9 per cent
of GDP). Thedevedopmentsin the current and capital
accounts resulted in an overdl deficit of $61.0m (8.6
per cent of GDP) compared with one of $40.9m (5.6
per cent of GDP) in 2000. The deficit was financed
from externd sources and the domestic commercia
banks.

Attheend of December 2001 centrd government
disbursed outstanding external debt amounted to
$346.1m or 48.7 per cent of GDP, up from 40.6 per
cent of GDP at the end of 2000.

Money and Credit

Totd monetary ligbilities (M2) of the banking
system expanded by 8.7 per cent to $512.1min 2001
in comparison to an increase of 0.6 per cent in 2000
when the rate of growth dowed as some depositors
transferred deposits to non-bank financid inditutions
oversess.

The higher rate of growth was mainly reflected in
developmentsin quas money. Quas money grew by
10.4 per cent to $420.5m compared with 5.3 per
cent in 2000. Of the components of quas money
growth was particularly strong for time depogts, which
increased by 23.7 per cent to $150.6m compared
with 8.9 per cent in 2000. Savings deposits, which
accounted for roughly 60.4 per cent of the total,
increased by 2.0 per cent to $254.0m, substantialy
below the 5.2 per cent ratein 2000. Foreign currency

depositsrose by 59.0 per cent ($5.9m). The narrow
money supply (M1) expanded by 1.4 per cent to
$91.6m in contrast to a contraction of 15.4 per cent
in 2000. Of the components of M1, private sector
demand depositsgrew by 3.8 per cent after declining
by 24.5 per cent in 2000.
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Domestic credit expanded by 2.4 per cent to
$503.7m compared with anincrease of 17.0 per cent
in 2000, reflecting growth in net credit to the public
sector.  The growth in net credit extended to the
central government by the banking sysem accelerated
to0 30.0 per cent in 2001 from 16.5 per cent in 2000,
mirroring the deterioration in the fiscal accounts.
Outstanding credit to the centrd government totalled
$120.8m, roughly 5.9 per cent ($6.7m) more than
the totd at the end of 2000, while its depodtsin the
banking system contracted by 31.5 per cent ($14.1m)
in 2001. In the rest of the public sector, net credit
from the banking system amost doubled to $10.0m
when compared with the total extended in 2000.
Outstanding credit to the private sector contracted
by 3.2 per cent in 2001, largdly reflecting adecrease
of 9.0 per cent in lending to businesses to $183.8m.
The decline in business credit was attributed in part
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to the contraction in economic activity and low
business confidence. Credit to households rose by
1.5 per cent to $255.8m compared with an increase
of 5.6 per cent during 2000.

The net foreign assets of the banking system rose
t0 $105.8m at the end of 2001 from $66.3min 2000,
and contributed to the growth in monetary liabilities.
Developmentsin the commercid banking sector were
largdy responsble for the improvement in the net
foreign assats pogtion of the banking systemin 2001.
Commercid banks moved to a net assets position of
$21.5mat theend of 2001 fromanet liabilitiespostion
of $12.9m at the end of 2000, reflecting in part a
build up of net externd assetsheld in banks and other
indtitutions outsde the Eastern Caribbean currency
union. Commercia bank transactionswith banksand
other indtitutions in the rest of the currency union
resulted in net assets of $5.9m &t the end of 2001 in
contrast to anet liabilities position of $20.5min 2000.

The strong growth in monetary ligbilities reldive
to the increase in domestic credit led to an easing of
liquidity in the commercid banking sysem. Theratio
of liquid assets to totd depodits plus liquid ligbilities
rose by 2.2 percentage pointsto 29.0 per cent, while
the loans and advances to depodits ratio fell by 4.9
percentage pointsto 83.2 per cent at theend of 2001.

There was some downward movement in time
deposit interest rates during 2001 as liquidity
conditions improved. The rates on time deposits
ranged from 2.5 per cent to 8.5 per cent compared
with arange of 3.0 per cent to 8.5 per cent at theend
of 2000. The rates offered on savings deposits
remained in the range of 4.0 per cent to 5.5 per cent.

Prime lending rates ranged from 9.5 per cent to 10.5
per cent.

Balance of Payments

Preiminary estimates of the balance of payments
for the year 2001 reveded anarrowing in the current
account deficit to $127.9m (18.0 per cent of GDP)
from $164.7m (22.6 per cent of GDP) in 2000,
influenced mainly by deve opmentsin the merchandise
trade and income accounts. The merchandise trade
deficit decreased by 6.7 per cent to $190.6m, and as
apercentage of GDP fdl to 26.8 per cent from 28.1
per cent in 2000. The narrowing of the merchandise
trade deficit was largely attributable to an 11.6 per
cent fal in imports (f.0.b) to $310.6m (43.7 per cent
of GDP), asociated with the decline in economic
activity. Export earnings contracted by 18.3 per cent
t0 $120.0m (16.9 per cent of GDP), largely reflecting
declinesin earnings from bananaand sogp. Earnings
from banana exports decreased by 39.3 per cent
($12.6m) and receiptsfrom soap exportsfel by 28.3
per cent ($10.4m).

Net outflows on the income account contracted
by 25.6 per cent to $75.6m (10.6 per cent of GDP),
largely reflecting a decline in outflows of direct
invesment and portfolio investment income, in part
attributable to lower profits realised by some
companies. Net inflows related to trade in services
fell by 7.1 per cent to $97.8m, (equivalent to 13.9
per cent of GDP). The outturn on the services account
was partly influenced by reduced inflowsfrom trave,
reflecting the dedline in vidtor arrivas. During 2001
gross travel receipts were estimated to have
contracted by 3.9 per cent to $130.0m.
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Net inflows on the capitd and financid account
fell by 16.5 per cent to $138.6m (equivalent to 19.7
per cent of GDP). Net inflowsonthefinancid account
fell by 32.2 per cent to $86.6m, partly reflecting a
decline in inflows of portfolio investment and other
invetment. There was a net outflow of commercia
bank short-term capitd in contrast to net inflows of
$53.2m in 2000, reflecting the increase in liquidity.
Net inflows in the capita account were estimated to
haveincreased by $13.8mto $52.0min 2001, largely
as a result of higher grant receipts by the central
government. Theseinflowson the capitd and financid
account contributed to an overdl ba ance of payments
surplus of $10.7m (1.5 per cent of GDP), compared
with thesurplusof $1.3m (0.2 per cent of GDP) in 2000.

Prospects

Theoutl ook for theeconomy of Dominicain 2002
isuncertain. Agricultura output islikely toincreasein
2002 as the dominant bananaindustry is expected to
dabilise. It is likely that the confidence of banana
farmers may be boosted by the ongoing restructuring
of the industry and by a proposdl to provide capital
for irrigation and drainage. Condruction activity is
likely to contract aswork on somemgjor public sector
projects is winding down. Such projects include the
Roseau water and sewerage project and the
congruction of afinancia complex in Roseau. Private
ctor construction activity is likely to remain
depressed.

In the tourism industry no increase in Say-over
vigtorsis anticipated. It is likdy that Dominica will
continueto beaffected by the dedlinein theinternationd
tourist trade, partly attributable to the September 11
event. Cruise ship passengers are expected to fal
based on the likdy discontinuation of port cals by
one cruise ship. Some recovery in the output of
manufactured goods is expected as steps are taken
by the mgor manufacturer to regain export market
share for sogp and denta cream.

Centra government finances are projected to
improve during 2002 based on revenue enhancing and
expenditure reduction measures to be implemented.




GRENADA '

Overview

The economy of Grenada contracted in 2001
relaive to the performance in 2000. Estimates of
redl grossdomestic product (GDP) reveded adecline
of 3.4 per cent in contrast to growth of 6.6 per centin
2000 as output in al the mgor sectors decreased.
The economic downturn in 2001 was reflected in
declinesin the congtruction, manufacturing, hotel and
restaurant, and communication sectors, most of which
recorded relatively strong growth in 2000.

The centrd government’s overdl fiscd postion
deteriorated asreflected by awidening of the overall
deficit. This outturn was attributable to a wesk
performance in the current operations as well as
growthin capital expenditure. Withinthe commercid
banking system liquidity increased, whileinterest rates
remained unchanged. Intheexternd sector, the current
account deficit decreased. Thiswas largely duetoa
contraction in the merchandise trade deficit, reflecting
areductionintheimport bill. Consumer priceinflation
decelerated.

Output

In the construction sector value added decreased
by 14.7 per cent in 2001 in contrast to growth of
15.8 per cent in 2000. Consequently, the sector’s
contribution to GDP fell to 8.1 per cent from 9.2 per
cent in 2000. This performance primarily reflected a
fdl in private sector activity as severd projectswhich
contributed to the construction boom in 2000 came

toanend. During 2001 retail salesof building materid
contracted by 15.7 per cent, mirroring thefal inprivete
sector congruction activity. Public sector congtruction
activity was buoyant, as reflected in an increase in
capita expenditure associated with theimplementation
of the public sector investment programme (PSIP).
Activity in the public sector included the construction
of afish market complex, the hospita development
project, a road maintenance programme and sea
defence project.

Grenada
Selected Economic Indicators
Annual Percentage Change
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In 2001 value added in manufacturing fell by 7.6
per cent in contrast to growth of 13.8 per cent inthe
previousyear, whilethe sector’ s contribution to GDP
fell to 8.4 per cent from 8.7 per cent in 2000. This
outturn was mainly atributable to a downturn in the
production of eectronic components, preci pitated by
afdl in export demand due to a buildup of inventory
in the telecommunications market in the US. The
production of beverages, grain mill and bakery
products decreased during 2001, while output of
prepared animal feed increased.
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Vaueadded inthe agricultura sector declined by
3.3 per cent compared with the 2.2 per cent fal in
2000, but the sector’ s contribution to GDP remained
unchanged at 8.2 per cent. The declinein 2001 was
reflected in a contraction in value added of the crop
sub-sector, which was affected by drought. Declines
were recorded in the production of bananas (143
tonnes), cocoa (508 tonnes) and nutmeg (427 tonnes).
In the rest of the agricultural sector, vaue added in
the fishing sub-sector increased by 32.2 per cent.

Activity in the tourism industry, as measured by
vaueadded in the hotel and restaurant sector, declined
by 4.3 per cent in 2001 following growth of 2.9 per
cent in 2000, reflecting a contraction in stay-over
vidtors. The sector’s contribution to red output fell
by 0.1 percentage point to 7.4 per centin 2001. The
number of stay-over visitors contracted by 4.3 per
cent to 123,351 in contrast to growth of 2.9 per cent
in 2000. This decline largely reflected an 8.4 per
cent fal in arrivals from Europe following the
discontinuation of flights from the UK by a mgor
arline.

In the rest of the services sector, vaue added in
the communi cations sector, which accounted for 13.0
per cent of GDP, contracted by 11.5 per cent in
contrast to growth of 20.9 per cent in 2000. This
outturn reflected reduced activity in the
telecommunications sub-sector, due in part to a
decrease in the number of offshore companies in
operation aswdl asthefdl in vidtor arivds. Vdue
added in the transportation sector fdl for the second
year in success on, attributablein part to acontraction
incruiseshiptraffic. Cruiseship passengersdecreased
by 18.4 per cent to 147,203 in 2001, reflecting a

contraction in the number of cruise ship cdls. Vdue
added for banks and insurance expanded by 6.1 per
cent compared with growth of 10.2 per cent in 2000,
while vaue added in the government services sector
rose by 4.3 per cent in contrast to the revised rate of
decrease of 2.6 per cent in 2000. The growth in
vaue added in the government services sector was
influenced by increments and retroactive paymentsto
civil servantsduring 2001. The government services
sector wasthelargest contributor to GDP, accounting
for 13.9 per cent of the total in 2001.

Prices, Wages and Employment

Therate of inflation asmeasured by the changein
the consumer price index was 2.5 per cent in 2001
compared with 3.5 per cent in 2000. Thelower rate
of inflation was influenced by a decrease in pricesin
the “housing and fud supplies’ sub-index, which fell
on average by 2.0 per cent in contrast to growth of
6.8 per cent in 2000, mainly attributable to a
contraction in the fuel surcharge. Prices in the
“trangport equipment, vehicles” sub-index roseby 0.2
per cent on average compared with the increase of
22.0 per cent in the previous year. These
developments were offset by a5.7 per cent increase
in the “food, drink and tobacco” sub-index, which
has the highest weight in the basket of goods and
sarvices. Prices in that sub-index rose by 1.8 per
cent in 2000.

Data on wage movements indicated that in 2001
public officersrecaived retroactive paymentsfor sdary
increases for 1998, 1999 and 2000. Complete data
on employment were unavailable for 2001.
Information on civil servant employment reveded a
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3.7 per cent decrease in the total number to 5,037.
The number of non-established workersfel by 37.8
per cent to 421, while established workersincreased
by 1.4 per cent to 4,616. Data from the Nationa
Insurance Scheme (NIS) indicated that there were
3,230 new registered employees in 2001,
gpproximately 31.9 per cent below the number of
new individuas making contributions to the NIS in
the previous year. Of the new registered employees
25.1 per cent were employed in the construction
sector, 21.6 per cent in the agricultural sector and
13.5 per cent in socid and rdated community services.

Central Government Fiscal Operations

In 2001 the central government’s finances
deteriorated. The current account surplus fell to
$24.7m (2.3 per cent of GDP) from $66.8m (6.1 per
cent of GDP) in 2000. This outturn reflected a
contraction in revenue and growth in expenditure.

Current revenue fel to $282.8m (26.3 per cent
of GDP) in 2001 from $297.3m (27.1 per cent of
GDP) in 2000, and was 16.1 per cent below the
budgeted amount for 2001. The decline in 2001
reflected adecrease in collections from tax and non-
tax sources. Tax receipts decreased by 4.0 per cent
to $254.6m, due mainly to an 8.1 per cent fdl in the
yied from indirect taxes. In 2001 revenue from
indirect taxes accounted for 73.6 per cent of total tax
revenue, down from 76.9 per cent in 2000. The
outturnin 2001 in part reflected adeclinein collections
from import duties (6.2 per cent), consumption tax
(4.2 per cent) and the customs service charge (7.4
per cent), attributable to afall in imports. Receipts
from taxes on domestic goods and services fdl by

12.1 per cent to $44.9m, mirroring the downturn in
theeconomy in 2001. Non-tax revenuefd| to $28.2m
(2.6 per cent of GDP) in 2001 from $32.1m (2.9 per
cent of GDP) in 2000, primaxily reflecting adeclinein
activity in the offshore financid services sector. A
review of direct taxesreveded a4.5 per centincrease
in recaipts from company tax, reflecting in part the
collection of tax arrearsfrom corporations. Theyield
from personal income tax grew by 25.4 per cent,
mainly attributable to improvements in tax
administration.
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Current expenditure rose to $258.1m (24.0 per
cent of GDP) in 2001 from $230.5m (21.0 per cent
of GDP) in 2000. However, current expenditure fell
22.4 per cent below the estimatesin the 2001 budget.
Persond emoluments, which accounted for thelargest
share of current expenditure (49.4 per cent), rose by
11.5 per cent to $127.6m. The growth in wagesand
sdaries mainly reflected increments and retroactive
payments to some civil servants. Expenditure on
goodsand servicesincreased to $52.7m (4.9 per cent
of GDP) in 2001 from $43.7m (4.0 per cent of GDP)
in 2000, mainly reflecting higher spending on
communications, professional and consultancy
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sarvicesand lease payments. Interest paymentsrose
by 15.3 per cent to $27.9m, attributable to growthin
domedticinterest payments ($6.2m) associated in part
with an increase in borrowing from the commercid
banking sector in 2001.

Capitd revenue and capital grants increased by
28.2 per cent to $34.1m, while capital expenditure
rose to $162.6m (15.1 per cent of GDP) from
$135.2m (12.3 per cent of GDP) in 2000. The
growth in capital expenditure represented higher
outlays on the public sector investment programme,
which rose by 20.3 per cent relative to the levd in
2000. Asaresult of the developmentsin the current
and capitd accounts, central government’s overdl
fiscal deficit rosefrom $35.0m (3.2 per cent of GDP)
in 2000 to $92.2m (8.6 per cent of GDP) in 2001.

At the end of 2001 the disbursed outstanding
external debt of the centra government stood at
$370.7m, representing a 13.2 per cent increase in
the amount at the end of 2000. Asa share of GDP,
theexterna debt increased to 34.5 per cent from 29.8
per cent in 2000.

Money and Credit

Totd monetary liabilities (M2) grew by 10.6 per
cent to $1,090.4m at the end of 2001 compared with
the increase of 15.4 per cent in 2000, attributable in
part to the contraction in economic activity. The
dower rate of growth was primarily reflected in ques
money, which rose by 11.8 per cent to $898.0m
compared with an expansion of 18.3 per centin 2000.
All thecomponentsof quas money recorded reduced
rates of growth. Private sector savings, time and

foreign currency depositsincreased by 9.4 per cent,
17.7 per cent and 8.6 per cent respectively, compared
with growth rates of 12.2 per cent, 22.1 per cent and
62.9 per cent in 2000. The narrow money supply
(M1) increased by 5.5 per cent compared with growth
of 4.1 per cent in 2000, mainly attributable to an
expansion of 9.8 per cent in private sector demand
deposits.

Domestic credit rose by 6.2 per cent to $968.0m
a the end of 2001, compared with growth of 19.6
per cent in 2000. Outstanding credit to the private
sector increased by 0.9 per cent to $886.4m in
comparison to an expansion of 14.4 per cent in 2000,
reflecting a decline in lending to businesses and a
dowdown intherate of growthin credit to households.
In 2001 growth in private sector credit was mainly
associated with increased lending for personal use
and manufacturing.

Grenada
Selected Monetary Indicators
Annual Percentage Change
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The net indebtedness of the centrd government
to the banking system expanded by 58.4 per cent to
$94.7m during 2001 compared with growth of 37.2
per cent in 2000, due in part to the weakening in




Economic Review

Grenada

government’ sfiscd performance. Commercid bank
credit to the centrd government rose by 23.8 per cent
to $105.4m, accounting for 90.5 per cent of total
credit to the centra government. Credit from the
Centra Bank decreased by 18.9 per cent compared
with the contraction of 15.6 per cent in 2000.
Deposits of the centrd government in the banking
system declined by 44.2 per cent to $21.8m.

The net foreign assets of the banking system rose
by 48.9 per cent to $203.5m at the end of 2001,
compared with growth of 2.2 per centin 2000. This
outturn was mainly attributed to developmentsin the
commercia banking sector which moved to a net
astsposition of $30.9m from net liabilitiesof $19.0m
at the end of 2000. Commercid bank transactions
with banks and financid indtitutionsin the rest of the
currency union resulted in a39.7 per cent increasein
the net assets position to $64.7m. This performance
was mainly atributed to growth of 46.5 per cent in
grossforeign assets. Thetransactions of commercid
banks with banks and other indtitutions outside the
currency union resulted in a48.3 per cent decreasein
their net liabilities pogtion to $33.8m, driven by an
expansion of 64.5 per cent in foreign assets. The
increase in commercia bank net externa assets
reflected abuild up of assets oversess attributable to
thehighleve of liquidity. Grenada simputed share of
the reserves held at the Centra Bank increased by
10.9 per cent to $172.6m at the end of 2001
compared with growth of 13.4 per cent in 2000.

Liquidity in the commercial banking system
increased during 2001. Theratio of liquid assets to
total deposits plus liquid liabilities rose by 4.5
percentage points to 25.0 per cent at the end of

December 2001. Theloansand advancesto deposits
ratio declined by 0.9 percentage point to 79.2 per
cent. Liquidity developments in the commercid
banking system were partly attributable to the faster
growth in depogts reative to the growth in domestic
credit.

Interest ratesremained unchanged in 2001 reltive
to 2000. The rate on savings deposits ranged from
4.0 per cent to 6.0 per cent. The rates offered on
time deposits ranged from 1.5 per cent to 8.0 per
cent. Primelending ratesranged from 9.5 per cent to
10.5 per cent, while other rates ranged from 9.5 per
cent to 16.0 per cent.

Balance of Payments

Theexternd current account deficit wasestimated
to have declined to $183.4m (17.1 per cent of GDP)
in 2001 from $221.3m (20.2 per cent of GDP) in
2000. This development was due in part to a
contraction in the merchandise trade deficit, which
decreased by 3.8 per cent to $370.7m, equivaent to
34.5 per cent of GDP in 2001 compared with 35.1
per cent of GDPin 2000. Paymentsfor merchandise
imports (f.o.b) fell by 10.9 per cent to $531.5m,
mirroring the contraction in economic activity.
Recel ptsfrom merchandise exports declined by 23.8
per cent to $160.7m, due primarily to afal in exports
of electronic components as demand on the
internationd market fell. In contrast, earnings from
the export of nutmeg increased, partly attributable to
growth in the volume exported.

The net surplus on the services account fdl by
2.6 per cent to $177.3m (16.5 per cent of GDP) in
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2001. This outturn was attributed mainly to a
contractionin net inflowsfromtravel ($24.3m). Gross
travel recelpts contracted by 10.0 per cent, influenced

by afdl in the number of vistors.

The deficit on the income account narrowed in
2001 as net outflows fell to $66.4m from $92.5m in
2000. Thisoutturn largdy reflected a 55.8 per cent
($19.3m) reduction in dividends and profits
repatriated, consistent with the contraction in
economic activity during 2001.

Grenada
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The surplus on the capitd and financid account
fell by 16.3 per cent to $200.3m, attributable to
developmentsin thefinancid account. Net inflowsin
the financiad account declined by 26.4 per cent to
$117.1m. Net inflows associated with foreign direct
investment fell by $3.8m. Commercia bank
transactions resulted in a net outflow of short-term
capita of $89.4min contrast to anet inflow of $15.5m
in 2000, indicative of excess liquidity in the banking
sysem. Net inflows in the capital account were
estimated to have increased by 20.3 per cent to
$96.4m, mainly associated with growth in capital
grants.

The surplus on the capitd and financia account
wasmorethan sufficient to finance the current account
deficit. Consequently an overdl surplus of $16.9m
(1.6 per cent of GDP) wasrecorded, margindly below
that of $17.8m (1.6 per cent of GDP) in 2000.

Prospects

Growth is expected in most sectors of the
economy of Grenadain 2002. Following acontraction
in 2001 as aresult of the downturn in the eectronics
industry, the manufacturing sector is projected to
rebound. Performance in the eectronics indudtry is
likely to improvein the second haf of 2002 influenced
by an upturn in the US market, while growth in the
agro-processing sub-sector is projected, mainly
because of alikdy expangonin nutmeg oil production.

Output in the agriculturd sector is projected to
increase, influenced by higher crop production. Based
on higher demand in the agro-processing sub-sector,
an increase in nutmeg harvesting is anticipated.
Growthinthetouriamindudtry islikdy to be negligible
unlesstheissue of increased airlift servicesto Grenada
from Europe, Canadaand the USA isaddressed. In
the condtruction sector someimprovement isexpected
in 2002 relative to 2001 aswork on ongoing projects
in the public and private sectorsis likely to intensfy.
In addition, congtruction on amgor project, namely
the Mdville Street cruise ship termind, isexpected to
commence during 2002.

The central government’ s current account position
is likely to show some improvement in 2002.
Attemptsat reducing exemptions, increasing user fees
and licences and strengthening revenue adminigration
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are expected to lead to higher revenue collection.
However, the increase is likely to be congtrained by
an anticipated decline in revenue from company tax
asaresult of lower profitsrecordedin 2001. Current
expenditureislikdy to remain flat compared with the
level in 2001 when outlaysroseasaresult of retroactive
payments to cvil sarvants. An improvement in the
overdl fiscd postionwill depend ontheleve of capitd
goending associated with the implementation of the
public sector investment programme.

Inthe externa sector, the current account balance
is likely to improve, abeit margindly, reflecting
developments in the merchandise trade account.
Growth in export earnings from the manufacturing
sector isprojected to outpacealikely risein theimport
bill. The surplus on the services account is expected
to remain flat dueto an anticipated weak performance
in the tourism indudtry.
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Overview

Preliminary data on economic activity in
Montserrat indicated a contraction of 3.8 per cent in
rea grossdomestic product (GDP) in 2001 compared
with therevised rate of declineof 3.0 per cent in 2000.
The contractionin real GDPwaslargely asaresult of
declines in output in the communications and
condruction sectors.  Activity in the wholesdle and
retail trade sector aso declined, whilevalue added in
the transportation sector increased.

Consumer price inflation rose in 2001 but
remained a alow rate. Withinthe commercid banking
syseminterest ratesremained stable, whiletheliquidity
position continued to be high. The fiscal operations
of the centrd government resulted in a widening of
the current account deficit. The broad money supply
(M2) grew, partly reflecting an inflow of grant-in-aid
to finance the public sector investment programme.
In the externa sector the current account deficit
narrowed, due in part to adecline in imports.

Output

Red GDP was provisondly estimated to have
contracted by 3.8 per cent in 2001, partly reflectinga
declinein the construction sector, amgjor contributor
to GDP. Vaue added in the congruction sector fell
by 7.7 per cent following adecline of 35.8 per centin
2000, largdly attributableto adecreasein commercid
and resdentia congtruction. The sector’s share of
total output fell to 17.6 per cent from the revised rate

of 18.4 per cent in 2000. Public sector activity
remained buoyant during 2001 and included the
condruction of the fire and police gations, housing
for theederly and theearly childhood accommodation
centre. In the private sector, activity was estimated
to have contracted as a result of the completion of
work on commercial buildings. Residential
condruction was the focus of activity in the private
sector.

Vaueadded inthe agricultural sector declined by
17.3 per cent in contrast to the revised growth of
46.5 per cent in 2000, due in part to the effect of
drought during the firgt haf of 2001. The sector’'s
share of GDP fell to 1.2 per cent from the revised
rate of 1.4 per cent in 2000.

Montserrat
Selected Economic Indicators
Annual Percentage Change
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Vaue added in the hotd and restaurant sector,
whichisaproxy for theleve of activity inthetourism
industry, increased by 21.9 per cent in 2001
compared with growth of 4.3 per cent in 2000. The
sector’ s share of GDP rose to 1.2 per cent from the
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revised share of 1.0 per centin 2000. Theimproved
performance was attributed to an increase in the
number of vigtors saying in hotds and other pad
accommodation. Stay-over visitors decreased by
19.1 per cent to 8,353, but those staying in paid
accommodation rose by 22.3 per cent in 2001.

In the rest of the services sector value added for
communications declined by 30.3 per cent following
the revised growth of 33.6 per cent in 2000. Vaue
added for banking and insurance and dectricity and
water servicesincreased by 1.9 per cent and 4.9 per
cent repectively. Thewholesdeand retall trade sector
continued to decline. Vaue added in that sector fell
by 7.9 per cent in 2001 compared with 16.6 per cent
in 2000. Vdue added in the transportation sector
grew by 2.5 per cent in contrast to the decline of 5.2
per cent in 2000. Theimproved performancein this
sector was primarily associated with the increase in
excursionists which contributed to growth in seaand
road transport activity.

Prices, Wages and Employment

In 2001 consumer prices rose by 4.9 per cent
following an increase of 1.7 per cent in 2000. This
outturn largdy reflected increases in the sub-indices
“clothing” (6.0 per cent), “services’ (6.1 per cent),
“food” (4.7 per cent) and “gas, dectricity and water”
(19.8 per cent). The strong growth in the “gas,
electricity and water” sub-index was associated with
an increase in the dectricity surcharge, while that in
the “food” sub-index reflected a rise in the cost of
chicken. By contrast adecrease wasrecorded inthe
sub-index “ acohol and tobacco” (1.5 per cent).

During 2001 wages and sdaries in the public
sector remained generdly stable for most of the year
except for December when adouble sdlary was paid
to civil servants. Data on private sector wage and
sdary movements were not available for 2001.

Central Government Fiscal Operations

In 2001 there was a deterioration in the fiscal
position of the centrd government. The current
account deficit before grants increased to $26.5m
(28.4 per cent of GDP) from $22.1m (24.5 per cent
of GDP) in 2000, attributable to a decline in current
revenue coupled with an increase in current
expenditure.
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Current revenue decreased by 9.9 per cent to
$24.7m, equivalent to 26.4 per cent of GDPin 2001,
down from 30.3 per cent of GDP in 2000. This
performance was primarily associated with a9.8 per
cent contractionintax revenue. Collectionsfromtaxes
on domestic goods and services decreased by 13.9
per cent to $3.1m. Theyidd from taxesoninternationa
trade and transactionsfell by 27.0 per cent to $8.4m,
reflecting decreasesin import duties (28.0 per cent),




o D) D o+

consumption tax (26.3 per cent) and the customs
sarvice charge (26.3 per cent). The decline in the
yield fromtaxesoninternaiond trade and transactions
was attributed to the contraction in imports, reflecting
the decreasein economic activity. Receptsfromtaxes
on income and profits increased by 14.6 per cent to
$11.0m, reflecting higher receipts from persona
income taxes.

Current expenditure in 2001 amounted to
$51.2m, representing a 3.2 per cent increase on
outlaysrecorded for 2000. The expangonin current
expenditure primarily reflected anincreasein persond
emoluments, which grew by 11.2 per cent to $22.9m.
This outturn was the result of the double sdary pad
in December. Outlaysontrandfersand subsidiesgrew
by 17.6 per cent ($0.9m), while expenditure on goods
and servicesfell by 4.3 per cent ($1.0m).

During 2001 capitd expenditure rose margindly
to $46.6m, but as a percentage of GDP fdl to 50.0
per cent from 50.9 per cent in 2000. The
developments in the current and capita accounts
resulted in an overal weskening of thefiscal pogtion
before grants. The overal deficit before grants
increased to $73.1m from $68.3m in 2000, and asa
percentage of GDP rose to 78.3 per cent from 75.5
per cent. The overdl balance moved to a surplus of
$2.8m when grants of $76.0m were added.

At the end of 2001 the disbursed outstanding
externd debt of the centra government amounted to
$17.5m (18.8 per cent of GDP), dightly below the
total at the end of 2000.

Money and Credit

Totd monetary liabilities (M2) grew by 0.9 per
cent to $102.0m at the end of 2001 in contrast to a
decline of 9.2 per cent at the end of 2000. Quas
money increased by 2.3 per cent following the 6.2
per cent decrease in 2000, influenced by growth in
private sector savingsdeposits (1.0 per cent), foreign
currency deposits (14.3 per cent) and time deposits
(19.4 per cent). Thenarrow money supply contracted
by 2.7 per cent compared with a16.9 per cent decline
a the end of 2000, reflecting a decrease in private
sector demand deposits. Currency with the public
grew by 21.6 per cent to $11.8m relative to the total
in 2000.
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During 2001 credit to the private sector expanded
by 3.5 per cent to $23.9m, associated with a5.2 per
cent increase in household credit. Lending to
businesses contracted by 1.3 per cent to $7.8m. An
anaysis of the distribution of credit revealed an
expanson in loans extended for persond use, mainly
for the acquisition of property. Lending for
congtruction fell by 58.0 per cent ($1.0m), reflecting




Economic Review

Montserrat

thedeclinein activity in the congtruction sector. Loans
to the digtributive trades d <o fell, atributable to the
contraction of the economy.

The net deposits position of the central
government increased by 64.6 per cent ($5.3m) at
the end of 2001, in part reflecting growth of 26.2 per
cent ($3.2m) in deposits associated with grant
receipts. The net depodits of the non-financid public
enterprises grew by 24.5 per cent to $13.2m, largdly
atributed to an increase in deposits of the National
Insurance Scheme. The net deposits of the non-bank
financid inditutionsdeclined by 77.8 per cent ($1.4m)
compared with a decrease of 40.0 per cent ($1.2m)
in 2000.

The counterpart to the increase in monetary
ligbilities was net foreign assets which expanded by
9.3 per cent to $130.2m a the end of December
2001. This performance reflected growth of 5.9 per
cent in commercid banks net foreign assets and a
19.9 per cent increasein Montserrat’ simputed share
of thereserveshdd by the Centrd Bank. Commercid
bank transactions with banks and other ingtitutions
outside of the Eastern Caribbean currency union
resulted in a net externd assets position of $4.0min
contrast to anet liabilities position of $0.9m in 2000.
Commercial bank transactions with banks and
ingitutions in the rest of the currency union led to a
0.5 per cent increase in net externa assets.

During 2001 liquidity in the commercid banking
system continued to be high. Theloansand advances
to total depositsratio was 20.3 per cent, roughly 0.7
percentage point below the level in 2000. Theratio

of liquid assetsto tota depoditsplusliquid ligbilities
increased by 5.6 percentage pointsto 70.7 per cent.

Commerdid bank interest ratesremained rddively
unchanged during 2001. Prime lending rates ranged
from 9.5 per cent to 10.5 per cent. Time deposit
rates ranged from 1.5 per cent to 4.0 per cent, while
savings deposits earned interest at ratesranging from
4.0 per cent to 4.5 per cent.

Balance of Payments

Preiminary data on the baance of payments for
2001 reveded animprovement in the current account
deficit which fell to $19.7m (21.1 per cent of GDP)
from $24.4m (27.1 per cent of GDP) in 2000. The
narrowing of the current account deficit was due in
part to an increase in net inflows associated with
current transfers, which moved to $42.4m (45.4 per
cent of GDP) from $39.2m (43.3 per cent of GDP)
in 2000. The improvement was a0 reflected in the
merchandise trade account which recorded an 8.9
per cent contraction in net outflowsto $44.1m (47.3
per cent of GDP), attributable in part to afdl in the
import bill. The vaue of imports (f.0.b) declined by
10.4 per cent to $46.0m, consistent with the
contraction in economic activity. Earnings from
exports, primarily re-exported goods, fell by 34.9 per
cent to $2.0m. In the services account, the deficit
widened to $10.6m from $8.0m, as gross inflows
from trave fdl by 19.6 per cent reflecting the decline
in Stay-over arivals.

On the capitd and financid account a surplus of
$25.4m (27.2 per cent of GDP) was recorded
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compared with one of $14.6m (16.1 per cent of GDP)
in 2000, largdy influenced by higher inflows on the
capital account. Net inflows on the capita account
increased to $20.2m (21.7 per cent of GDP) from
$6.5m (7.2 per cent of GDP) in 2000. This outturn
largely reflected higher inflows of officia grants
associated with theimplementation of the public sector
investment programme. Net inflows on the financid
account contracted to $5.2m (5.6 per cent of GDP)
from $8.1m (9.0 per cent of GDP) in 2000. This
performance waslargely associated with commercid
bank transactions which resulted in net outflows of
$5.4m, in contrast to net inflows of $4.6m in 2000.
Net inflowsin the capital and financid accountswere
more than sufficient to offset the deficit on the current
account. Asaresult, anoveral surplusof $5.6m (6.0
per cent of GDP) was redised in 2001 in contrast to
adeficit of $9.8m (10.8 per cent of GDP) in 2000.

Montserrat
Balance of Payments
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Prospects

The economy is expected to improve in 2002
based on an anticipated increase in activity in the
congruction sector, driven by ongoing and planned
projectsin both the public and private sectors. Public
sector condruction activity is likdly to be influenced
by new projects to be implemented including the
airport and the resettlement project a Look Out. In
the private sector congtruction work on a footbal
gadium is expected to be the focus of activity. Vaue
added inthe agriculturd sector isexpected to increase,
largely influenced by improvements to irrigation
systems and extension services provided by the
Minigry of Agriculture. Activity inthetourismindustry
is likely to remain flat, as the sporting activity which
influenced growth in excurdgonigts in 2001 is not
scheduled in 2002.

Thefiscd performance of the central government
islikely to remain weak based on the proposed sdary
increaseto civil servants and as government assumes
respongbility for operating the helicopter and ferry
sarvices. These developments are likely to lead to
growth in current expenditure and a widening of the
current account deficit. The banking system is
expected to continueto exhibit ahighlevd of liquidity.
Someincreasein consumer pricesisexpectedin 2002.




ST KITTS

AND NEVIS '

Overview

The pace of economic activity in &. Kitts and
Nevis dowed during 2001, with red gross domestic
product (GDP) provisionally estimated to have
increased by 2.0 per cent following the revised rate
of growth of 5.5 per cent in 2000. The dowdown
was largely attributed to alower rate of growth in the
construction sector, as aresult of the completion of a
number of public sector projects as well as
rehabilitation work on amgor hotd. Activity in the
tourism industry rebounded after contracting in the
previous two years. Output in the manufacturing
sector was estimated to have declined in 2001
following growth in 2000, due to a contraction in the
production of eectronic components. Growth was
recorded for dl the other sectors with the exception
of themining and quarrying, and banks and insurance
sectors. Thefisca account of the centra government
remained weak. In the externa sector an overal
surplus was redlised in contrast to a deficit in 2000,
influenced by higher net inflows on the financia
account.

Output

Activity in the congtruction sector increased in
2001, adbeit a a much reduced rate compared with
the growth in 2000. Vaue added in that sector rose
by 4.3 per cent, following the revised rate of increase
of 29.2 per cent in 2000. The sector continued to be
the largest contributor to GDP, accounting for 19.2
per cent, up from 18.8 per cent in 2000. The

performancein 2001 waspartly driven by congruction
work on a 900-room hotd in the private sector. In
the public sector work continued on the upgrading of
the J N France General Hospitd in &t Kitts and the
Alexandra Hospitd in Nevis, recongtruction of the
control tower at the R L Bradshaw International
Airport, resurfacing of the idand main road and
congruction of a new airport termind building in
Nevis. During 2001 work commenced on the
recongtruction of Port Zante and the building of a
fisheries complex and an hospitaity centre.

Therewasan improvement in the performance of
the agricultural sector during 2001. Vaue added in
that sector increased by 11.1 per cent following
declines averaging 9.8 per cent in the 1998 to 2000
period. Notwithgtanding, theindustry’ sshare of gross
domestic output remained relatively unchanged at 5.0
per cent in 2001. The improved performance in the
agricultura sector was associated with a12.4 per cent
increasein sugar cane production to 211,656 tons in
2001 owing to favourable weether in the latter half of
2000.

The tourism industry showed signs of recovery
during 2001. Vdue added in the hotdl and restaurant
sector grew by 3.9 per cent, following declines
averaging 18.0 per cent in 1999 and 2000 when two
large hotels that sustained hurricane damage were
temporarily closed for repairs. The performance in
2001 reflected an increase in the number of vistors
dayingin hotels, largely associated with the reopening
of amgor hotel in Nevisin November 2000. Vidgtors
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daying in private homesfell, contributing to a3.5 per
cent contraction in stay-over arrivasto 70,565.

St Kittsand Nevis
Selected Economic Indicators
Annual Percentage Change
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Of gtay-over arrivas, the number of vistorsfrom
the US, the mgor market, rose by 8.9 per cent to
25,558, but was below the 1998 or pre-hurricane
levd. In 2001 the tourism industry was affected by
therecession inthe US economy, exacerbated by the
events of September 11 which resulted inadeclinein
vigtor arrivasduring the second haf of theyear. Stay-
over vidtors from the US grew by 29.4 per cent in
the firgt haf of 2001, but fell by 10.4 per cent in the
latter half. Stay-over visitors from the UK and
Canadian markets were down by 32.1 per cent and
2.9 per cent respectively and jointly represented 19.8
per cent of stay-over arrivas, down from 24.9 per
cent in 2000. Thereduction in arivas from the UK
market was associated with the discontinuation of
charter flights by amgor airlinein June 2001.

In the rest of the services sector, vaue added for
transportation rose by 4.1 per cent, reflecting growth
in the “road” sub-sector partly attributable to an
increase in cruise ship vidtors. During 2001 there

was a 53.2 per cent expansion in cruise ship
passengersto 252,172, asaresult of theintroduction
of weekly vidts by amgor cruise line. Growth in
output was d so recorded for wholesdeand retall trade
(2.1 per cent), communications (4.7 per cent), red
estate and housing (4.5 per cent) and dectricity and
water (3.9 per cent). By contrast, value added for
banking and insurance declined by 0.9 per cent which
resulted inadedineinvigtor arrivasduring the second
hdf of the year.

Vdue added in the manufacturing sector fel by
8.9 per cent in 2001 following increases of 11.3 per
cent and 8.0 per cent in 2000 and 1999 respectively.
The sector’s contribution to GDP fell by 1.3
percentage pointsto 11.1 per centin 2001. The poor
performance in the manufacturing sector was partly
linked to adeclinein output of ectronic components
due to lower demand from the US, the main export
market. Sugar production grew by 24.6 per cent to
22,486 tons following the increase of 1.8 per cent in
2000 and declines averaging 24.1 per cent in 1999
and 1998.

Prices, Wages and Employment

Therate of inflation as measured by the changein
the consumer price index (CPI) was 2.6 per cent in
2001 compared with 3.1 per cent in 2000. There
were increases in all the sub-indices except
“household supplies’ which fell by 0.4 per cent. The
“food” sub-index, the most heavily weighted index,
rose by 2.3 per cent compared with 3.1 per cent in
2000, reflecting in part higher prices for fruits and
vegetables and non-alcoholic beverages.
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During 2001 sdlariesand wagesintheprivateand
public sectorsremained generdly stable.  Complete
data on employment in St Kitts and Nevis were not
avallable for 2001. However, there were some lay-
offsinthehotd and restaurant, manufacturing and retall
trade sectors, partly as a result of the dowdown in
the USeconomy, particularly inthelatter part of 2001.

Central Government Fiscal Operations

Thefiscd performance of the central government
(including the operations of the Nevis Island
Adminigtration [NIA]) remained weak in 2001. A
current account deficit of $44.9m was recorded,
roughly the same level as that of 2000. As a
percentage of GDP, the deficit fdl to 4.8 per cent
from 5.1 per cent in 2000.

Current expenditure amounted to $307.0m,
roughly 2.1 per cent higher than thetotal in 2000 and
1.9 per cent abovethe budgeted estimate of $301.4m
in2001. Asapercentageof GDP current expenditure
fell to 33.1 per cent from 33.7 per cent in 2000. The
growth in current expenditure was reflected in
increased spending in most of the categories of
expenditure, particularly interest payments. Interest
payments grew by 23.0 per cent to $52.4m (5.6 per
cent of GDP), attributable to increased borrowing.
Qutlays on persond emoluments, which accounted
for 45.7 per cent of current expenditure, rose by 2.3
per cent. Outlays on goods and servicesfell by 9.5
per cent to $79.5m in contrast to growth of 13.4 per
cent in 2000, atributable in part to a reduction in
expenditureon fud asaresult of thefdl ininternationa
oil pricesin 2001.

Current revenue grew by 2.5 per cent to
$262.1m, but was 11.7 per cent below the budgeted
amount of $296.7m in 2001. As a share of GDP
current revenue decreased by 0.4 percentage point
to 28.3 per cent. The growth in current revenue was
influenced mainly by a 3.0 per cent increase in tax
revenue, in particular recel ptsfrom taxes on domestic
goodsand services. Revenuefrom taxes on domestic
goods and services was up by 22.8 per cent to
$38.2m, largely on account of a more than twofold
($5.3m) expansion in collections from the hotel and
restaurant tax, consstent with the increase in day-
over vistors, particularly those staying in hotdls.

S Kittsand Nevis
Public Finance
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Receaipts from taxes on internaiond trade and
transactions remained virtualy stable at $94.2m
relative to the total in 2000. The yield from
consumption tax and the customs service chargerose
by 6.0 per cent and 35.6 per cent respectively, but
these increases were offset by a 22.6 per cent
decrease in revenue from import duties. In January
2001 the rates for consumption tax and customs
service charge were increased by 5.0 percentage
points and 2.0 percentage pointsrespectively. These
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measures were introduced to dleviae the impact on
the budget of the implementation of the third phase
of the common externd tariff (CET). Revenue from
taxes on income and profits fell by 2.5 per cent
($1.5m), primarily on account of a 3.7 per cent
reduction in collections from company tax. Recelpts
from non-tax sources increased by 1.2 per cent to
$67.5m (7.3 per cent of GDP). The main contributors
to the growth in non-tax revenue were a 24.1 per
cent increasein revenuefrom offshore operationsand
a4.8 per cent risein collectionsfrom the provison of
electricity services.

Capita revenue and grants jointly amounted to
$8.3m, down from $13.2m in 2000. Capital
expenditure and net lending fel by 1.2 per cent to
$99.0m (10.7 per cent of GDP). Spending in that
category was associated with the upgrading of the
hospitds, the road improvement and maintenance
project in Nevis and the purchase of shares a a
commercid bank. The developments in the current
and capital accounts resulted in an overdl deficit of
$135.6m (14.6 per cent of GDP), compared with
one of $132.1m (14.8 per cent of GDP) in 2000.
Theddficit waslargdy financed from externd sources.
In 2001 the centrd government (including the NIA)
received proceeds amounting to $99.4m from the
issue of three externa bonds.

At the end of 2001 the disbursed outstanding
externd debt of the centrad government and theNevis
Idand Adminigtration totalled $364.2m representing
a44.0 per cent increase on the amount at the end of
2000. As a percentage of GDP the externa debt
rose to 39.3 per cent from 28.4 per cent in 2000.

The disaggregated fiscd accounts showed that
the operations of the central government (excluding
NIA) deteriorated in 2001. The current account
deficit increased to $48.3m (5.2 per cent of GDP)
from $42.4m (4.8 per cent of GDP) in 2000, reflecting
a 2.6 per cent expanson in current expenditure to
$250.5m (27.0 per cent of GDP). The growth in
current expenditure was attributed to increases in
interest payments (14.7 per cent) and outlays on
personad emoluments (3.3 per cent). Spending on
these two categories accounted for 62.4 per cent of
current expenditure. Current revenue grew by 0.2
per cent to $202.1m (21.8 per cent of GDP). Capital
spending declined by 35.6 per cent to $48.3m,
contributing to an overdl deficit of $91.6m (9.9 per
cent of GDP), down from $107.9m (12.1 per cent of
GDP) in 2000. The total disbursed outstanding
externd debt (including that for utilities) rose by 39.3
per cent to $269.4m compared with the amount at
theend of 2000. Asapercentageof GDP, theexternd
debt roseto 29.0 per cent from 21.7 per cent in 2000.

In the case of the NI A therewas an improvement
in the current account operations, which redised a
surplus of $3.4m in 2001 in contrast to a deficit of
$2.7min 2000. This performance was attributed to
growth of 11.2 per cent in current revenue to $59.9m
(6.5 per cent of GDP). Theincreasein current revenue
largdly reflected higher yieldsfrom taxes on domestic
goods and services (73.6 per cent), in particular
receipts from hote and room taxes, attributable to
thereopening of thehotd in November 2000. Current
expenditure amounted to $56.5m (6.1 per cent of
GDP), thesamelevd asin 2000. Capitd expenditure
doubled to $50.7m as the NIA embarked on a
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number of infrastructure devel opment projectsduring
2001. Consequently, the overall deficit rose to
$44.0m (4.7 per cent of GDP) from $24.1m (3.7 per
cent of GDP) in 2000.

At theend of 2001 centrd government’ sdisbursed
outstanding externd debt (including utilities) stood at
$94.8m, roughly 59.1 per cent above thetota at the
end of 2000. As a percentage of GDP, the external
debt increased to 10.2 per cent from 6.7 per cent in
2000.

Money and Credit

During 2001 tota monetary liabilities of the
banking sector (M2) increased by 2.3 per cent to
$794.2m compared with the 27.9 per cent expansion
in 2000, cong stent with the dowdown in the pace of
economic activity. The reduced rate of growth was
reflected in quas money which rose by 3.2 per cent
following the 33.0 per cent increase in 2000. Time
and savings deposits continued to increase, while
foreign currency depodts fdl following substantia
growth in 2000.

Domestic credit decreased by 1.5 per cent to
$752.8m at the end of 2001, in contrast to an
expanson of 21.6 per cent in 2000, partly associated
withareductionin credit to the private sector. During
2001 loansto the business sector fell by 9.1 per cent.
The declinein credit to the business sector was most
evident in the manufacturing (20.0 per cent) and
distributive trades (10.5 per cent) sectors and the
tourism industry (12.5 per cent). The decrease in
credit to businesses was partly offset by a 7.2 per

cent ($25.0m) increaein lending to households, mainly
for home congtruction and renovation.

During 2001 the public sector continued to rely
on the banking system to finance its operations.
Outstanding credit expanded by 11.1 per cent to
$493.3m at the end of 2001. Of this amount central
government accounted for 61.1 per cent or $301.2m,
an increase of 5.4 per cent over the tota for 2000.
The growth in credit reflected an amost twofold
increase ($76.9m) in holdings of treasury billsand a
21.0 per cent ($6.5m) expangoninloansand advances
to the NIA. In the rest of the public sector, lending
rose by 21.3 per cent to $192.0m, primarily due to
an expangon in credit to the sugar industry. The
depodgits of that sector grew by 12.1 per cent to
$346.3m, largely representing increased depositsfrom
the socia security scheme.
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At the end of 2001 the net foreign assets of the
banking system stood at $238.0m, roughly 56.1 per
cent above the leve at the end of 2000, largely
reflecting a near tripling of commercia banks net
foreign assetsto $86.0m. Thisto alarge extent was
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atributed to abuild up of foreign assetsascommercid
banks repatriated excess funds to their head offices.
St Kitts and Nevis imputed share of the Central
Bank’s reserves grew by 24.9 per cent to $152.0m.

The growth in deposits coupled with the reduction in
domedtic credit led to an improvement in liquidity in
the commercid banking system. Theliquid assetsto
tota depogits plus liquid ligbilities ratio rose by 6.0
percentage points to 43.8 per cent. The loans and
advances to depodits ratio improved, faling to 80.8
per cent from 86.2 per cent at the end of 2000. The
cash reserve ratio rose by 1.6 percentage points to
8.2 per cent.

With respect to interest rates, there were some
changesin rates offered on time deposits during 2001.
The rates on three-month time deposits ranged from
3.0 per cent to 6.0 per cent compared with 1.5 per
cent to 5.5 per cent in 2000, while the minimum
interest rate on one-year time depositsfell to 2.5 per
cent from 4.0 per cent. Notwithstanding theeasingin
liquidity in the commercid banks the upper limit on
prime lending rates rose by 1.5 percentage pointsto
12.5 per cent and other lending rates increased by
2.1 percentage pointsto 22.0 per cent.

Balance of Payments

Preiminary estimates of the balance of payments
for 2001 reveded awidening in the current account
deficit to $279.6m (30.1 per cent of GDP) from
$169.6m (19.0 per cent of GDP) in 2000. This
performancewaslargdly attributed to a68.5 per cent
reductionin current transfersto $53.3m (5.7 per cent
of GDP) in 2001. Inthe previousyear net inflows of

current transfers more than doubled to $169.2m (19.0
per cent of GDP), associated with inflowsof insurance
proceeds for hurricane damage to a hotel plant and
the sea port.

The deficit on the goods and services account
narrowed to $242.1m, equivaent to 26.1 per cent of
GDP, down from 29.2 per cent of GDPin 2000. The
lower deficit reflected improvementsin both the trade
and travel accounts. The merchandise trade deficit
narrowed by 4.5 per cent to $311.5m, attributed to a
3.5 per cent reduction in the import bill to $449.5m
(f.o.n). Notwithstanding a 30.5 per cent ($6.5m)
increase in sugar receipts, export earningsfell by 1.1
per cent to $138.1m, largely due to a 5.1 per cent
decline in receipts from the export of electronic
components. As a percentage of GDP exports
remained relatively congtant at 15.0 per cent. The
surplus on the travel account rose by 6.0 per cent to
$142.2m (15.3 per cent of GDP), consistent with the
increase in total vistor arrivalsin 2001.

St Kitts and Nevis
Balance of Payments
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Developments on the income account were
primarily associated with interest payments on bonds
issued to the centra government and a statutory
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corporation. Net outflows on the income account
rose to $90.8m (9.8 per cent of GDP) from $78.7m
(8.8 per cent of GDP) in 2000.

The surplus on the capitd and financid account
amounted to $309.7m (33.4 per cent of GDP)
compared with $157.9m (17.7 per cent of GDP) in
2000. Theincressewasreflected in higher netinflows
of portfolio investment as a result of bonds totaling
$99.4m issued by the centra government (including
the NIA). Additiondly there was a net inflow of
officid capital of $15.6m to the centrd government,
in contrast to a net outflow of $7.7m in 2000. The
transactions of the central government contributed to
net inflowsof public sector long term capitd of $13.1m
in contrast to net outflows of $17.4min 2000. The
lower demand for credit coupled with the growth in
monetary liabilitiesresulted inanet outflow of $55.3m
in short term capitd from the commercid banks. Net
inflows associated with direct investments were
estimated to have decreased by 13.9 per cent to
$223.8m. The surplus on the capitd and financid
account was morethan sufficient to finance the deficit
on the current account. Asaresult an overal surplus
of $30.1m (3.2 per cent of GDP) was redlised, in
contrast to adeficit of $11.8m (1.3 per cent of GDP)
in 2000.

Prospects

A downturn in economic activity is projected for
St Kitts and Nevis in 2002 based on likely poor
performances in the tourism industry and the
manufacturing sector. Real GDP is projected to

decline by 2.0 to 3.0 per cent for the firg time Since
1983 when red output fell by 2.1 per cent.

In the tourism industry stay-over arrivals are
projected to contract based on the current and
anticipated occupancy levels reported by hotels.
Cruise ship passengersare a so expected to decrease
with the likdy discontinuation of weekly cdls by a
large vessdl during the firgt haf of 2002. Output in
the manufacturing sector is expected to remain flat
during thefirg hadf of the year based on devel opments
intheUS, themain market for non-sugar manufectured
exports. Condruction activity islikely to experience
a downturn as work on a mgor hotel and on some
ongoing public sector projects nears completion.
Public sector activity in 2002 will be partly driven by
the ongoing congruction of the fisheries complex and
the hospitality centre as well as reconstruction work
on Port Zante.

Although areduction inthe current account deficit
of the central government is projected, the fiscal
postion is expected to remain weak based on the
likely impact of the projected decline in economic
activity on tax revenue, coupled with the increase in
debt obligations. In the externd current account,
travel receipts are likely to contract as aresult of an
anticipated reduction in stay-over arivas. Theimport
bill is likely to decrease in 2002 in line with the
completion of the 900-room hotel and public sector
projects. Liquidity inthe banking system is expected
to remain sable as areault of the continued duggish
demand for credit from the private sector.




ST LUCTIA

Overview

Based on the performance of the mgjor sectors,
economic activity in St Lucia contracted by 5.4 per
cent in 2001 following revised growth rates of 0.2
per cent and 3.1 per cent in 2000 and 1999
repectively. Thedeclinein activity was dtributed to
week performancesin the agricultura, manufacturing,
congtruction, wholesde and retail trade, and hotel and
restaurant sectors. Real growth wasrecorded in some
of the other sectors, particularly the communications
and utilities sectors. The overdl fiscd deficit of the
central government widened in 2001, reflecting an
increase in current expenditure coupled with a
reductionin current revenue. Thebaance of payments
redlised an overdl surplus that was above the 2000
level, due largely to increased inflows on the capitd
andfinancid account. Liquidity inthebanking system
remained tight. Inflation as measured by the change
in the consumer price index increased.

Output

Real gross domestic product (GDP) was
estimated to have contracted by 5.4 per cent in 2001,
representing a break in the trend of postive growth
for more than a decade. The performance in 2001
compared with growth rates of 0.2 per cent in 2000
and 3.1 per cent in both 1999 and 1998. The
contraction wasattributed to decreasesin vaue added
in the mgjor productive sectors.
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Vaue added in the agricultura sector decreased
by 24.3 per cent in 2001, representing adeterioration
from the 2.6 per cent rate of growth in 2000. The
contraction in agricultura production was mainly on
account of developments in the banana industry.
Output of bananas fell by 51.6 per cent to 34,042
tonnes, as a result of severe drought and leaf spot
infestation. Theoutput of other agricultura cropsaso
contracted, partly as a result of the drought. An
increasein value added wasrecorded for thelivestock
sub-sector.

In 2001 activity in the tourism industry, as
represented by the hotel and restaurant sector,
contracted due in part to the dowdown in the US
economy and the events of September 11. Vaue
added in the hotel and restaurant sector declined by
10.5 per cent in 2001 following growth rates of 2.7
per cent and 4.2 per cent in 2000 and 1999
repectively. The performance in 2001 mirrored the
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developments in the Stay-over vidtor category. The
number of stay-over vidtors fel by 7.6 per cent to
249,251 after increasing steadily during the previous
four years.

Of stay-over arivds, vigtors from the USA and
the UK, the two main markets, declined by 6.5 per
cent and 9.5 per cent respectivey following increases
of 16.7 per cent and 3.3 per cent in 2000. Together
these markets accounted for 63.3 per cent of thetotal
market share in 2001. Vigtors from the Caribbean,
the third largest market, grew by 10.3 per cent
following a contraction of 10.7 per cent in 2000.
Arrivasfrom that market accounted for 24.2 per cent
of stay-over vigtors, an increase of 4.0 percentage
pointsover thetota inthe previousyear. Thegrowth
inarrivasfrom the Caribbean waslargdly reflected in
an increase in vigtors from the French West Indies,
atributable to the government’s initiatives to attract
more vistors from that source.

During 2001 there was growth of 11.1 per cent
in the number of cruise ship passengers to 492,912
following the increase of 26.3 per cent to 443,551 in
2000. Theincreasein 2001 was largely associated
with continued marketing and vidts by larger cruise
vessls, as the number of cruise ship cdlsfdl by 2.8
per cent to 378 compared with the total in 2000.

The performancein therest of the services sector
wasmixed. Increasesin value added were recorded
for electricity and water (3.6 per cent) and
communications (11.8 per cent). In contrast, vaue
added in the wholesale and retail trade sector
contracted by 15.1 per cent, consistent with the

dowdown in the economy. Vaue added in the
transportation sector declined by 6.1 per cent.

Congtruction activity continued to contract in
2001. Vdue added in congtruction declined by 5.0
per cent following a 4.6 per cent decrease in 2000.
The contraction was basad largdly on thewinding down
and completion of anumber of public sector projects,
particularly the inland buying and reception depots,
the correctiond facility and the nationd dadium. In
the private sector resdentia construction activity was
likely to have contracted based on commercia bank
datawhich showed a29.2 per cent decreaseinlending
for home congtruction and renovation, in contrast to
the 30.6 per cent increase in 2000.

Vdue added in the manufacturing sector fel by
4.2 per cent compared with a contraction of 2.6 per
cent in 2000. This performance was as a result of
decreases in the output of banana boxes, dectrical
products, textile and wearing apparel. Output of
banana boxes recorded the largest decline (48.7 per
cent), reflecting a fal in demand as a result of the
decreasein bananaproduction. Decreaseswereadso
recorded in output of clothing and appard (12.2 per
cent), textiles (14.2 per cent) and electrical products
(31.3 per cent), attributableto afall in export demand
and increased competition from overseas producers.

Prices, Wages and Employment

The rate of inflation as meesured by the change in
the consumer price index on an end of year bads was
2.1 per cent in 2001 compared with the revised rate
of 0.3 per cent in 2000. The growth in the index for
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2001 waslargdy driven by increasesin the sub-indices
“food” (3.6 per cent), “acoholic beverages and
tobacco” (5.2 per cent) and “ medical care and hedlth
expenses’ (10.8 per cent). Those increases were
partly offset by a 7.4 per cent decrease in the “fue
and light” sub-index, reflecting the fdl in internationd
oil prices.

During 2001 public servants recelved a sdary
increase of gpproximately 1.3 per cent. Information
on wage increases in the private sector was
unavalable. There are indications that employment
levels were lower than those recorded in 2000,
consggent with the contraction in economic activity.
Preliminary data on employment by sector provided
by the Nationa Insurance Scheme (NIS) reveded
decreases in the number of persons employed in
agriculture (17.1 per cent), manufacturing (22.3 per
cent) and congtruction (37.9 per cent). Thesedeclines
mirrored the contraction in activity in these sectors.
Complete dataon employment in thetourism industry
in 2001 were unavailable. Based on NISdata, more
than 400 employees were laid off from the hotd and
restaurant sector during the latter haf of 2001.

Central Government Fiscal Operations

Thefiscd performance of the central government
on a calendar year badis deteriorated in 2001. An
overd| deficit of $68.0m (3.8 per cent of GDP) was
realised compared with one of $25.1m (1.3 per cent
of GDP) in 2000, attributed to a contraction in the
current account surplus as capital expenditure
declined. Theoverdl! deficitwasfinanced largdy from
external sources and from non-bank financial
inditutionsin St Lucia

The centrd government’s current operations in
2001 resulted in acurrent account surplus of $36.0m
(2.0 per cent of GDP) compared with oneof $122.1m
(6.8 per cent of GDP) in 2000. Thefdl inthe current
account surplus was due to a contraction in current
revenue coupled with an increase in current
expenditure. Current revenue decreased by 10.3 per
cent to $441.9m, reflecting decreasesin both tax and
non-tax revenue. Asashare of GDP current revenue
fell to 24.8 per cent from 26.5 per cent in 2000. Tax
revenue fell by 8.9 per cent to $397.2m (22.3 per
cent of GDP), associated with decreases in dl tax
categories. Revenuefrom taxeson internationa trade
and transactions was 11.5 per cent below the total
recorded in 2001, largely attributable to a reduction
in collections of import duty asaresult of afal inthe
vaue of merchandise imports. Rece pts from taxes
on domestic goodsand servicesfdl by 13.1 per cent.
The main contributors to the decline in that category
were excise tax and consumption duty, recelptsfrom
which fell by 15.9 per cent ($4.2m) and 51.4 per
cent ($5.6m) respectively. Non-tax revenue fdl by
20.7 per cent to $44.7m.
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During the year under review current expenditure
rose by 9.6 per cent to $405.9m compared with an
increaseof 2.4 per centin 2000. Current expenditure
as a percentage of GDP rose to 22.8 per cent from
19.9 per cent in 2000. The growth in current
expenditurewasdue mainly to anincreasein spending
on persond emoluments (5.6 per cent) and interest
payments (69.6 per cent). Growth in personal
emoluments partly reflected the 1.3 per cent increase
in sdaries awarded to civil servants in 2001. The
higher interest payments were largely attributable to
increased borrowing from externa sources.

Capital expenditure amounted to $122.9m
representing an 18.6 per cent decline on the tota in
2000. Capital spending was associated with the
upgrading of the economic and socid infrastructure.

At the end of 2001 total disbursed external debt
of the centrd government stood at $371.1m (20.8
per cent of GDP) compared with $331.6m (17.8 per
cent of GDP) in 2000.

Money and Credit

During 2001 totd monetary ligbilities(M2) of the
banking sector expanded by 4.7 per cent to
$1,234.3m compared with an increase of 7.9 per cent
in the previous year. The dower rate of growth in
M2 was partly attributable to the lower level of
economic activity. Of the components of M2, the
growth in quas money dowed to 6.4 per cent from
8.2 per centin 2000. Private sector savingsdeposits,
which accounted for 60.3 per cent of quas money,
grew by 4.0 per cent compared with 7.5 per cent in
2000, while time depositsincreased by 8.9 per cent,

substantidly below the 14.5 per cent rate of growth
in 2000. The narrow money supply (M1) declined
by 0.8 per cent following growth of 6.9 per cent in
2000, largdly reflecting a 3.0 per cent contraction in
currency held with the public.
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Domestic credit grew by 15.5 per cent to
$1,381.9m, compared with an increase of 7.4 per
cent in 2000. The higher rate of credit expanson
was attributed to increasesin credit extended to both
householdsand businesses. Borrowing by households
and businesses grew by 3.0 per cent ($22.4m) and
5.1 per cent ($37.8m) respectively compared with
rates of 8.6 per cent and 4.1 per cent in 2000. The
net depogitsof the non-bank financid inditutionsrose
by 74.3 per cent ($18.5m), influenced by a 24.7 per
cent increase in their depodits. The net deposits of
the central government rose by 31.8 per cent to
$113.1m, largely reflecting an increase in depositsin
the commercid banking sysem. Thegrowthin centra
government deposits was attributable to the receipt
of loan funds from a Trinidad based indtitution during
thelatter part of 2001. The net depositsof therest of
the public sector declined by 2.4 per cent to $168.6m.
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An analysis of commercial bank credit by
economic activity revealed growth of 36.9 per centin
loans to the agriculturd sector, reflecting increased
borrowing for livestock and dairy. Lending for
manufacturing increased by 15.5 per cent in contrast
to the 11.3 per cent decline in 2000. Loans for
congtruction and land devel opment rose a thereduced
rate of 18.2 per cent compared with 27.2 per cent in
2000, reflecting thelower levd of congtruction activity.
Outstanding loans and advances to the tourism
industry grew by 9.2 per cent in contrast to the 4.5
per cent contraction in 2000. Lending for persond
usefdl by 1.0 per cent, largdy reflecting adedinein
borrowing for home construction and renovation and
durable consumer goods.

The net foreign assets of the banking system
expanded by 0.7 per cent to $117.4m during 2001
compared with an increase of 43.2 per cent in 2000.
The dowdown in therate of growth was attributed to
an expansion in commercia banks net foreign
ligbilitieswhich dmost offsst anincreasein S Ludia s
imputed share of the ECCB’sreserves. S Lucia's
imputed share of the Centrd Bank’ sreservesincreased
by 13.2 per cent to $235.2m in 2001. The net
externd liabilities of the commercid banksincreased
by 29.2 per cent ($26.6m). Thisperformancelargely
reflected a 58.3 per cent increase in commercia
banks lidbilitiesto banksand other inditutionsoutsde
the Eastern Caribbean currency union, as banks
borrowed from overseasto satisfy thegrowthin credit
demand.

During 2001 liquidity in the commercid banking
systemincreased but remained tight. Theliquid assets
to totd depogits plus liquid lidhilities ratio grew by

4.1 percentage points to 17.4 per cent. The loans
and advancesto depositsratio fell by gpproximately
2.6 percentage points to 92.8 per cent.

Interest rates at commercial banks remained
generdly stable except for the maximum rate offered
on time deposts within one year which fell to 6.5 per
cent from 9.3 per centin 2000. Interest ratesontime
deposits over one year remained unchanged and
ranged from 2.0 per cent to 85 per cent. The
maximum rate offered on savings deposits remained
a 6.0 per cent. Prime lending rates ranged from a
minimum of 9.5 per cent to a maximum of 10.5 per
cent, while the maximum rate for other lending was
18.0 per cent.

Balance of Payments

The externd position of & Lucia improved in
2001 as an overdl baance of payments surplus of
$27.4m (1.5 per cent of GDP) wasrealised compared
with a surplus of $22.2m (1.2 per cent of GDP) in
2000. The improvement in the overdl postion was
largdy attributed to developments in the capitd and
financid account.

Net inflows on the capitd and financid account
totalled $192.5m compared with $166.5m in 2000.
Inreationto GDP, thesurplusrose by 1.9 percentage
points to 10.8 per cent. An increase in inflows of
officd capitd grants, largdy from the European Union,
was the main contributing factor to the overal
performance. Net inflowsof capital grantsamounted
to $24.2m (1.4 per cent of GDP) compared with
$3.5m (0.2 per cent of GDP) in 2000. Net inflows
on the financia account rose margindly to $162.8m,
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theequivaent of 9.1 per cent of GDPin2001. There
was a net inflow ($26.6m) of short term capita by
commercia banks in contrast to a net outflow of
$23.1min2000. During the year under review there
was a sgnificant reduction in net inflows of officid
long-term capitd.

S Lucia
Balance of Payments
(ECHM)
1,000
800 ] ] —
600 [
400 [
200
NIl ] O [
-200
-400
1997 1998 1999 2000 2001
OExports B Imports Current Bdance O Overdl Bdance

The current account deficit widened to $165.1m
(9.3 per cent of GDP) in 2001 from $144.3m (7.8
per cent of GDP) in 2000. Theincreaseinthecurrent
account deficit was primarily driven by lower inflows
associated with servicestransactionswhich morethan
offsat adeclinein net paymentsfor goods. Thesurplus
on the services account totaled $473.1m, roughly
16.9 per cent less than the surplusin 2000, primarily
asareault of afdl intourismearnings. Grossrecepts
fromtrave fell to $695.9m (39.0 per cent of GDP) in
2001 from $802.9m (43.1 per cent of GDP) in 2000.
In 2001 the merchandise trade deficit contracted
by14.9 per cent to $585.2m (32.8 per cent of GDP).
Merchandise imports (f.0.b) fell by 16.0 per cent to
$698.6m, reflecting in part the contraction in economic
activity and lower payments for petroleum products
asareault of afdl ininternationd oail prices. Inflows

from merchandise exports fell, partly as a result of
developmentsin the bananaindustry. Receipts from
banana exports amounted to $40.1m, roughly 53.3
per cent below thetotd for 2000, largdly atributable
toafdl inthevolumeexported. Netinflowsof current
transfersincreased by 18.7 per cent to $57.8min 2001.

Prospects

Economic activity in St Lucia is expected to
improvein 2002. Thisforecast isbased primarily on
anticipated developments in the banana and tourism
industries and the construction sector. In the
agricultura sector output is projected to increase as
banana production is expected to recover from the
adverse effects of drought and leaf spot infestation.
Additionaly, the proposed monetary trandfer by the
central government to the St Lucia Banana
Corporation islikdy to have apogtive impact on the
output of bananasasthefundswill be used to purchase
inputsandimprovetheirrigation sysem. Performance
inthetourismindustry isexpected to beinfluenced by
developmentsin the economies of the mgor markets.
Growthin cruiseship vistorsand stay-over arrivasis
likely in the second half of 2002 based on an
anticipated strengthening of the US economy.

The congtruction sector islikely to experience an
expansion based on projects planned for
implementation by the public and private sectors. In
the public sector, construction work on a number of
projectsislikely to commencein 2002. Theseinclude
the fisheries complex, phase two of the Basic
Education Reform project, the Technicd Water Sector
Reform project and mgor road works.  Activity in
the private sector is expected to focus on work on




ANNQA@%ORT

the Soufriere Bay Development project that involves
the congruction of a marina, quay, condominium
complex and a 120-room hotdl.

The current account surplus of the central
government is likely to decrease further in 2002 as
the expected growth in both current and capital

expenditureislikely to outpacethe projected increase
incurrent revenue. Intheexternd sector, the current
account balance is projected to worsen, largely
reflecting a deterioration in the merchandise trade
account due to an anticipated increase in imports
associ ated with the projected expansion in economic
adtivity.




STVINCENT AND THE GRENADINES '

Overview

During 2001 the pace of economic activity in
S Vincent and The Grenadinessowed, with red GDP
provisionally estimated to have increased by 0.2 per
cent compared with therevised rate of 2.0 per centin
2000. The dowdown in therate of growth in output
was a result of decreases in value added in the
agricultura, manufacturing, communicaionsand hote
and restaurant sectors which dmost offset increases
in vaue added in the wholesde and retail, ectricity
and water, and government services sectors. The
generd pricelevel fel by 0.7 per cent during 2001 in
contrast to the 1.4 per cent increase in 2000. The
fisca operations of the centrd government redised
anoverdl deficit of $14.6m in contrast to asurplus of
$1.2min 2000. Liquidity in the banking sector was
high during 2001.

Output

In 2001 the growth in real GDP dowed to 0.2
per cent from 2.0 per cent in 2000 and an average of
4.1 per cent in 1997-99, largely reflecting
developments in the agriculturd, manufacturing and
communications sectors.

Red vaueaddedin the agriculturd sector declined
by 7.2 per cent in 2001 following growth of 6.6 per
cent in 2000. As a consequence, the sector’s
contribution to GDP decreased to 11.2 per cent from
12.1 per cent in 2000. Thisperformancewasmanly
on account of a contraction in output in the banana

industry. Banana production fell by 28.0 per cent in
2001 in contrast to a 13.3 per cent increase in 2000,
largely as a result of drought during the firgt haf of
2001. In the fishing sub-sector vaue added fdl by
7.2 per cent following the 14.5 per cent increase in
2000.

The declining trend in the manufacturing sector
continued in 2001. Vaue added in that sector fell by
1.8 per cent compared with a contraction of 9.4 per
cent in 2000 and decreases averaging 2.5 per centin
1997-99. The sector’s share of GDP fell to 6.1 per
cent in 2001 from 6.2 per cent in 2000. The weak
performance of the sector was partly as a result of
increased competition and a fal in export demand.
Decreases were recorded for some of the major
products, including flour and rice.

St Vincent and The Grenadines
Sdlected Economic Indicators
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Performance in the tourism industry weakened
during 2001. Red output in the hotdl and restaurant
sector, an indicator of the level of touriam activity,
contracted by 3.0 per cent following the revised rate
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of increase of 6.3 per cent in 2000. The sector’s
share of GDPfdl margindly to 2.4 per cent. Thefdl
in value added was attributed to a 3.0 per cent
decreaseinthe number of stay-over vistorsto 70,686.
Data on stay-over visitors by country of origin
revealed that the number of visitors from the US, a
major market, contracted by 4.4 per cent. This
performance reflected in part the effects of reduced
arlift services from the US to & Vincent and The
Grenadines. During 2001 the share of stay-over
vigtors from the US fell to 27.4 per cent of the tota
from 27.8 per cent in 2000. Increases of 15.4 per
cent and 5.1 per cent wererecorded in the number of
day-over arrivdsfromthe UK and Caribbean markets
respectively. Asaconsegquencethesharesof vistors
from the UK and the Caribbean rose to 21.0 per
cent and 36.0 per cent respectively, from 17.7 per
cent and 33.2 per cent in 2000.

Thefdl in stay-over vistors contributed to a 0.9
per cent declineintota visitorsto 253,849 in contrast
to the expansion of 14.7 per cent in 2000.
Excurgonists and cruise ship passenger arivas fdl
by 29.9 per cent and 11.3 per cent respectively, while
yacht vigtors grew by 21.2 per cent following the
15.5 per cent decline in 2000.

In the other services sector, growth in output was
recorded for eectricity and water (11.2 per cent) and
transportation (0.4 per cent), while the
communications sector contracted (12.3 per cent).

Output in the construction sector grew by 7.1 per
centin contrast to thedecline of 13.5 per cent in 2000,
driven by increased investment by both the private
and public sectors. Private sector residential

congtruction activity remained buoyant, as evidenced
by growth in commercid bank lending for home
construction and renovation. Public sector
congruction activity was dso buoyant during 2001
and focussed on school repair and road maintenance
programmes.

Prices, Wages and Employment

During 2001 the generd price levd fdl by 0.7
per cent in contrast to the 1.4 per cent increase in
2000. The fdl in average prices in 2001 resulted
from decreases in the sub-indices “food and
beverages’ (0.6 per cent), “fud and light” (0.7 per
cent), “furniture, furnishings and domestic appliances’
(1.4 per cent), and “household supplies’ (0.7 per
cent). Thesedecreaseswere moderated by increases
inthe sub-indices*dcohol and tobacco” (1.3 per cent)
and “transport and communications’ (0.9 per cent).

There was a freeze on wages and sdaries in the
public sector during 2001. It was likely that wage
and day ratesintheprivate sector remained rlatively
gtable during the period. Data on employment were
not avallablefor 2001. The number employed in the
hotel industry waslikely to have been below the leve
in 2000, based on the contraction in value added in
the hotel and restaurant sector.

Central Government Fiscal Operations

In 2001 the fiscal operations of the central
government redlised an overal deficit of $14.6m (1.6
per cent of GDP) in contrast to a surplus of $1.2m
(0.1 per cent in GDP) in 2000. The deficit was
financed largely from externd borrowing. Thedecline
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intheoverd| baancewastheresult of reduced savings
andafdl incgoitd grants. The current account surplus
fdl to $13.6m (1.4 per cent of GDP) in 2001 from
$22.8m (2.5 per cent of GDP) in 2000. This
performance was attributed to growth of 6.2 per cent
in current expenditure to $253.7m. Current
expenditure at $253.7m was 16.9 per cent below the
amount budgeted for 2001.

St Vincent and The Grenadines
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Thegrowth in current expenditure reflected higher
outlays on transfers and subsidies and personal
emoluments. Transfers and subsidies expanded by
31.0 per cent ($11.3m) during 2001, reflecting
Sseverance payments to former estate workers and
the payment of outstanding contributions to regiona
organisations. Persond emolumentsrose by 4.7 per
cent ($5.7m). Expenditure on goods and servicesfell
by 4.0 per cent while interest payments remained
constant.

Current revenuerose 2.1 per cent to $267.3min
2001, but was 12.5 per cent below the budgeted
amount. Of current revenue, receiptsfrom taxesrose
by 5.0 per cent ($10.9m), primarily reflecting an 8.6
per cent ($8.8m) increase in collections from taxes
on international trade and transactions. This

performance reflected growth of 9.9 per cent in the
yield from consumption tax. Receipts from taxes on
domestic goods and services increased by 6.4 per
cent ($2.6m), while property tax yielded $1.1m more
than thetota in2000. Revenuefrom taxesonincome
and profits fell by 2.4 per cent ($1.7m), mainly
associated with an 8.2 per cent ($3.0m) contraction
in receipts from company taxes as the yield from
persond incometaxesincreased. Revenuefrom non-
tax sources fell by 11.9 per cent to $39.3m in 2001,
reflecting a decline in receipts from the category
“interest, rent and dividend”.

Capita expenditure grew by 3.6 per cent ($1.2m)
during 2001, associated with improvements to the
socid and economic infrastructure. As a proportion
of GDP capita spending remained congtant a 3.7
per cent. Capital grantsfell by 38.9 per cent ($3.7m).

The disbursed outstanding externd debt of the
central government stood at $431.0m (45.9 per cent
of GDP) at theend of 2001, compared with $402.6m
(44.5 per cent of GDP) at the end of 2000.

Money and Credit

Totd monetary ligbilities (M2) of the banking
system grew by 3.1 per cent to $654.9m compared
with anincrease of 9.5 per centin 2000. Thereduced
rate of growth reflected in part the dowdown in the
pace of economic activity. Theincreasein 2001 was
reflected in an expanson in quas-money which rose
by 2.9 per cent compared with 6.4 per cent in 2000.
Of quas-money, the growth in private sector time
depositsdowed to 4.4 per cent from 22.0 per centin
2000. Savingdepositsroseby 2.7 per cent compared
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with 3.2 per cent in 2000. During 2001 the narrow
money supply (M1) grew by 3.3 per cent, reflecting
a4.7 per cent ($7.6m) rise in demand deposits. In
2000 M1 increased by 16.2 per cent, driven by strong
growth in demand deposts.

St Vincent and The Grenadines
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Domestic credit declined by 1.5 per cent to
$468.6m in 2001, in contrast to an expansion of 15.8
per cent in 2000. The decrease in domestic credit
was influenced by a’59.3 per cent ($22.3m) increase
inthe net deposits of the non-bank financid indtitutions
and a29.3 per cent ($18.2m) reduction in net credit
to the centrd government. The increase in the net
depodts of the non-bank financid indtitutions was
reflected in growth in demand deposits, associated in
part withthesdeof sharesby one of theseingtitutions.
Despite the weak performance of thefisca accounts,
the centrd government increased its depodts in the
banking system by 35.8 per cent ($22.9m). The
growthin depositswas possbly associated with higher
receipts of external loan funds by the central
government. Lending to the centrd government by
the domestic banking system increased by 3.7 per
cent compared with 10.6 per cent in 2000. The net

depogitsof thenon-financid public enterprisesdedined
by 14.0 per cent to $120.9m.

During 2001 credit extended to the private sector
increased by 2.3 per cent ($13.4m) compared with
the 8.5 per cent expansion in 2000. The growth in
credit to the private sector wasreflective of a6.6 per
cent increase in credit to households as lending to
businesses declined by 4.6 per cent.

An analysis of commercial bank credit by
economic activity reveded that thelargest increasein
credit was recorded for the acquigition of property
(11.0 per cent), followed by agriculture (4.5 per cent)
and tourism (2.6 per cent). Declines were reported
in lending for most of the other economic activities.

At the end of 2001 the net foreign assets of the
banking system decreased by 9.4 per cent to
$254.0m, in contrast to an expansion of 30.1 per cent
in the previous year. The dedine in the net foreign
assets was reflected in a 32.5 per cent ($43.3m) fall
inthenet foreign assets of the commercid banks. This
performance was influenced by a 32.7 per cent
($68.9m) decrease in commercia banks foreign
ass hdd in finanad inditutions in the rest of the
Eastern Caribbean currency union (ECCU).
Commercid banks net foreignliabilitiestoinditutions
outside the ECCU decreased by 60.2 per cent
($34.1m). During 2001 St Vincent and The
Grenadines imputed share of the reserves held by
the Centra Bank increased by 11.6 per cent ($17.1m),
indicating an overall surplus on the balance of
payments.
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During 2001 liquidity in the commercid banking
system remained & a high levedl. The ratio of liquid
assatsto totd deposits plusliquid ligbilities was 39.9
per cent, roughly 1.0 percentage point below thelevel
a the end of 2000. The loans and advances to
deposits ratio declined by 2.1 percentage points to
68.3 per cent.

There were some changesin interest rates during
2001. The maximum rate on three-month time
deposits increased by 0.5 percentage point to 6.0
per cent, whiletheminimum primelending rate declined
by 0.5 percentage point to 9.0 per cent. The rates
offered on savings deposits remained unchanged and
ranged from 4.0 per cent to 5.0 per cent.

Balance of Payments

In 2001 an overdl baance of payments surplus
of $24.6mwasredised compared with one of $37.9m
in 2000. The surplusfdl to an equivdent of 2.6 per
cent of GDPfrom 4.2 per cent of GDPin2000. This
performance was attributed to a widening of the
current account deficit to $148.2m (15.8 per cent of
GDP) from $88.1m (9.7 per cent of GDP) in 2000.
The worsening of the current account deficit was
primarily on account of developments in the
merchandise trade account. The merchandise trade
deficit increased to 35.1 per cent of GDP from 29.1
per cent of GDP in 2000, reflecting higher import
payments. During 2001 merchandiseimports (f.0.b)
increased by 10.9 per cent to $442.0m, largely
asociated with refurbishing work a a mgor hotd.
I nflowsfrom merchandise exportsdecreased by 17.7
per cent to $111.6m due to a fal in receipts from
banana exports. Earnings from banana exports

amounted to $33.3m in 2001, representing a 35.6
per cent declinecompared with thetota in 2000, partly
atributable to afal in the volume exported.
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The net surpluson the services account increased
by 2.6 per cent to $182.2m, largely associated witha
4.0 per cent increase in travel receipts. Despite the
fal in vidgtor arrivals, gross travel receipts rose,
atributable to an increase in yacht vistors. These
vigtors accounted for 36.2 per cent of totd vigitors,
and have alonger average stay and ahigher average
daily expenditure reldive to the leves for the other
categoriesof vigtors. The net outflowsontheincome
account fell to 6.0 per cent of GDP from 6.1 per cent
of GDPin 2000.

During 2001 the surpluson the capital and financid
account increased to 18.4 per cent of GDPfrom 13.9
per cent of GDP in 2000. This increase was partly
associated with higher inflowsof direct investment and
officid long-term capitd. In addition, therewasanet
inflow of commercia bank short-term capital of
$43.3m in 2001, in contrast to a net outflow of

$30.7m in 2000.
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Prospects

In 2002 real GDP growth is projected to
grengthen. Thisprojection isbased on an anticipated
recovery in the agricultural sector and a likely
improvement in performance in the tourism industry
as the US economy comes out of the recesson. A
pick-upin congtruction activity isprojectedin thelatter
part of 2002, spurred by planned public sector
projects including the Windward water project, the
Windward highway rehabilitation project and the
congruction of the Kingstown public library and
lecture thegtre.

Based on the projected growth in economic
activity current revenue for the central government is
expected toincrease. Current expenditureislikely to

be below the level in 2001 when outlays rose partly
as aresult of severance payments.

In the external sector, transactions between St
Vincent and The Grenadinesand therest of theworld
are expected to result in a widening of the current
account deficit of the baance of payments in 2002.
Merchandise imports are projected to increase as a
result of the anticipated growth in economic activity.
Growth in merchandise exportsis expected based on
an anticipated recovery in agricultural exports,
particularly bananas, asaresult of favouradlewegther.
Grossreceiptsfrom travel are projected to be above
the 2001 level, based on the anticipated increase in
vigtor arrivas associated with alikdy recovery inthe
world economy.




REVIEW OF PERFORMANCE '

This section of the Report gives an account of the
ECCB’s performance during the financial year
2001/02 based on the core purposes of theingtitution.

Section 4 of the ECCB Agreement Act 1983 lists
the core purposes of the Bank as follows:

0] toregulate the availability of money and
credit;

(i) to promote and maintain monetary
stability;

(i) to promote credit and exchange
conditionsand asound financial structure
conducive to the balanced growth and
development of the economies of the
territories of the Participating
Governments; and

(iv)  to actively promote through means
consstent with its other objectives the
economic development of theterritories
of the Participating Gover nments.

The core purposes are intended to support the
efforts of the member governments in advancing
economic development and improving thewell-being
of the peoples of the countries. Core purposes (i)
and (i) rlate to monetary stability while (i) and (iv)
gpeak to issues of supervison and regulation, the
development of themoney and capitd marketsaswell
as the Bank’s catalytic role in the economic
development of the member tates.

MONETARY STABILITY
Monetary Policy

Theformulation of monetary policy isthe primary
responghbility of the Monetary Council. Article 7(2)
of the ECCB Agreement imposes a duty on the
Governor of the Bank to report to the Monetary
Council on monetary and credit conditions and to
receive from the Council directives and guidelineson
matters of monetary and credit policy to the Bank.

The Monetary Council met on three occasions
during the financial year. Chairmanship of the
Monetary Council, which rotates among the member
countries every July, passed from the
Honourable Lester Bird, Prime Minister of Antigua
and Barbudato the Honourable Fierre Charles, Prime
Miniger of Dominica

The Board of Directors is responsible for the
policy and generd adminidration of the Bank. The
Board met five (5) times during thefiscd year. There
was one new appointment to the Board of Directors
with Mr Carl Harrigan replacing Mr Raph Hodge as
the Director for Anguilla

The mandate*to promote and maintain monetary
gability’ is interpreted to mean maintenance of the
integrity and vaue of the currency. Typicaly, centrd
banks pursue this core purpose through the conduct
of monetary policy amed at maintaining price sability.
In the ECCB areg, price sability islargely achieved
through thefixed exchangeratelink withthe USdallar.
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Price gability is seen as a precondition for achieving
the wider economic god of sustainable growth and
employment. High inflation can be damaging to the
functioning of the economy, whilelow inflation—price
dability — fosters sustainable long-term economic
growth. Thefixed exchangerate peg at EC$2.70 to
US$1.00, in effect since July 1976, has served the
currency union relaively wel. It has ddivered low
inflation, acredible currency and agtable environment
for investment.

The ECCB is charged with the respongbility “to
regulate the availability of money and credit”.
However, the Bank’ sability to influenceinterest rates
and thereby money and credit conditionsislimited by
indtitutional and other factors. In principle, interest
ratesin the currency union are set a the discretion of
thecommercid banks, except that thereisaregulated
minimum rate payable on savingsdeposits. Ingenerd
interest rates tend to be rddively inflexible, with the
result that there are often significant deviations
between locd rates and US rates. Apart from the
regulated rate on savings, the deviationstend to reflect
the banks monopolistic structure and the rdatively
high operating cost due to their smdl size.

During the 2001/2002 financid year the ECCB
reduced the discount rate from 8.0 per cent to 7.0
per cent as a signal to commercia banks to reduce
interest rates in order to stimulate economic activity
in the aftermath of September 11. Changes in the
officid discount rate areintended to convey the policy
gance of the Centrd Bank through the announcement
effect. In practice, the commercial banks rarely
borrow fromthe ECCB. Therewasno change made
to the regulated savings rate, which was kept at 4.0
per cent.

During the period 1985 — 2001 the ECCB
operated an officid interbank market which enabled

commercia bankswith excessreservesat the Centra
Bank to make loans for periods up to 30 days to
banks with reserve deficiencies, thereby enhancing
overdl liquidity management inthe system. Borrowing
banks were required to provide collateral to the
Centrd Bank in the form of fixed deposits, treasury
bills or other acceptable securities. Loans were
guaranteed and rateswere determined by the Central
Bank, while the anonymity of both the borrowing and
lending bankswas preserved. Thisarrangement was
terminated effective October 15, 2001 and free
market arrangementsthat did not requirethe guarantee
of the ECCB were introduced. Interbank funds are
now traded, on both secured and unsecured bases,
through a bulletin board service operated by the
Centra Bank to which al banks have access. Under
the new arrangements, the interbank funds rate on a
weighted average bas's has ranged between 6.0 per
cent and 7.0 per cent as compared to the previoudy
regulated rate of 5.0 per cent.

Commercia banks in the currency union are
required to hold reserves against eligible deposit
ligbilities (interbank deposits are exempted) but this
has not been used as an active tool of monetary
management. The required reserve ratio was kept
unchanged at 6.0 per cent during the year.

Currency Management

The Bank has the sole right to issue notes and
coins in its member countries and to arrange for the
printing of these notesand the minting of coins. During
the 2001/2002 financid year the Bank continued to
ensurethat the supply of notesand coinsin circulaion
was adequate and of ahigh qudlity.

Asat March 31, 2002, thetota valueof currency
in circulation was EC$465.2m. Of this, notes in
circulation amounted to EC$417.3m, representing an
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increase of 1.4 per cent over thetota in the financid
year ended 2001. Coinsin circulation rose by 4.0
per cent.

Reserve M anagement

The Bank’s broad objectives of reserve
management areto preserve capital, to meet liquidity
requirements and to realise a satisfactory return.

The ECCB’sforeign reservesaredivided into two
tranches - the liquidity tranche and the core tranche.
The liquidity tranche is available to meet day-to-day
liquidity requirements and generdly for short-term
liquidity needs, while the core trancheis designed for
long-term investment. The main focus of the reserve
management function during the financid year 2001/
2002 as mandated by the Board of Directors wasto
identify avenues for increasing returns with no
adjusments to ECCB’s risk profile as embodied in
its customised benchmark.

TheBank' sliquidity tranche of theforeignreserve
portfolioincreased by 98.0 per cent to $322.0m. For
the year under review the market vaue of the core
tranche increased by $43.7m representing a return
on investment of gpproximately 5.0 per cent. This
was achieved in spite of the continued reduction in
international interest rates, and reflected active but
prudent management of the foreign reserve core
portfolio by the Bank’s money managers, including
the ECCB’s Investment Management and Financia
Andyss Unit.

The ECCB has broadened its investment
guidelines to include all the countries of the euro-
zone in its investment options.

The staff of the Investment Management and
Financia Analysis Unit continued to upgrade their

skills through attachments with the Bank’ s external
money managers and other in-house training
programmes.

FINANCIAL SYSTEM STABILITY
Supervision

The Bank’s role of promoting a sound financid
system is achieved through prudentia surveillance of
the financia system, supported by research activities
and the promotion of initiatives to effect supervisory
and regulatory policies.

During the 2001/2002 financid year the bank
strengthened its surveillance capability and
implemented arisk-focussed gpproach to supervison.
To enhance the surveillance process, effective
November 2001 dl financid indtitutions|icensed under
the Banking Act are required to submit additional
information to dlow for the off-Ste assessment of risk
within inditutions,

In keeping with its role of promoting a sound
financid system the Bank continued to undertake
research and monitor indtitutional developments to
identify possblethreatsto domestic financid stability.
In the aftermath of September 11 the United States
passed the Uniting and Strengthening of America by
Providing Appropriate Tools Required to Intercept
and Obstruct Terrorism (USA PATRIOT) Act 2001,
which requires correspondent banks in the US to
adopt prescribed anti-money laundering measures
such astaking stepsto prevent servicesto shell banks.
Given the dependence of our localy incorporated
banks on overseas correspondent relationships, the
Centra Bank took steps to preserve the integrity of
the operations of commercia banks in the currency
area. Accordingly, the Centra Bank issued to
commercial banks Administrative Guidelines
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Governing the Establishment and Maintenance of
Reationships with Shdll Banks.

The ECCB continued to promote the need for an
integrated approach to the regul ation and supervision
of finandd inditutionsin the currency union. Thisneed
arose from a series of developments in the financid
system, including the reduced dependence by banks
on traditiona banking for income, the more frequent
occurrence of mergers and acquisitions, the
establishment of bank holding companies, and the
expansion by banks and insurance companies into
new products. The proposed regulatory framework
encompasses shared respons bility and aharmonised
approach between the ECCB and the national
regulators in its member states. Administrative
Guidelines have been drafted to formalise this
approach.

During the year under review the Bank has
sought to improve the legal framework for the
supervison of domestic commercia banks. The
International Monetary Fund provided assistance
with the drafting of amendments to the (Uniform)
Banking Act and the ECCB Agreement Act 1983.
These amendments are necessary to bring the
regulatory and supervisory system in the currency
union in line with internationally accepted best
practices and standards for banking supervision.

In order to further enhance efficiency in the
supervison of offshore banks and trust companies,
the ECCB began preparation of a Memorandum of
Undergtanding (MOU) with its member dates. The
terms of the MOU include arequirement for member
dates to enact the necessary legidation to give effect
to Article 41 of the ECCB Agreement pertaining to
the operations of offshore financid inditutions.

In January 2002 the Bank in collaboration with
the International Monetary Fund (IMF) and the
World Bank held around table on the theme “The
Development, Integration and Regulation of the
Financia Sector in the ECCU”. The discussions
focussed on issues including the development of a
sngle financia space, development of indtitutions
and markets, regulation of thefinancia system and
the establishment of an Enterprise Fund and aUnit
Trust. The event was attended by officials from
regiona and international financia ingtitutions and
ministries of finance in the member countries.

Payment Systems

In 2001 work on the payment system focussed
on the development of a programme to improve
the small value payment system and on the
resolution of legal issuesthat could impact both the
smal and large value payment systems.

Two committees — the National Technical
Operating Committee (NTOC) and the Regiona
Technical Operating Committee (RTOC) —
comprising commercial bankers were established
to work on the small value payments project. The
Nationa Technical Operating Committee (NTOC),
which consisted of operations personnel in each
country, focussed on details of the small value
payment system at the nationa level. The main
functions of that committee were to determine the
strengths and weaknesses of the small value
payment system in each country and to identify
areas for improvement. The Regiona Technical
Operating Committee (RTOC) comprised
representatives from each NTOC who met to report
on issues discussed at the nationa level.
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The two committees and the ECCB arrived a a
consensus on an Automated Clearing House (ACH)
for the more efficient clearing of chequesand for other
business-to-business transactions. A consultant was
commissioned to undertake a study on the feasibility
of an ACH inthe ECCB area. Thestudy isexpected
to be completed during the first half of 2002.

MONEY AND CAPITAL MARKET
DEVELOPMENT
Markets

In fulfilment of its mandate to promote credit and
exchange conditions conduciveto the balanced growth
and development of the economies of the territories
of the participating governments, the Bank is actively
engaged in the development of money and capitd
marketsin the currency union. The Bank’ s objective
in the 2001/02 financia year was to further develop
anintegrated financid systemin generd and the money
and capitd marketsin particular.

The Bank made dgnificant progress during the
year with the launching of the Eastern Caribbean
Securities Market (ECSM) in October 2001. The
market is the firg fully dectronic regiona securities
market in the western hemisphere. Itisadso thefirg
to operae in a fully demateridised environment, in
whichtradesare settled onaT+1 cycle, onaDdivery
versus Payment (DVP) basis.

I ngtitutions

During the year the Eastern Caribbean Securities
Exchange (ECSE) was incorporated in St Kitts and
Nevisunder the Companies Act and began operations.
The ECSE provides an efficient trading mechanism
where prices are determined by supply and demand.
A daily call auction process has been established that

matches al submitted bids and offers and strikes a
sngle price for each security a which the maximum
of shares are traded. The capacity to move to
continuoustrading when trading volumes permit isbuilt
into the system.

Two other indtitutions, the Eastern Caribbean
Central Securities Depository (ECCSD) and the
Eastern Caribbean Central Securities Registry
(ECCSR), which are wholly owned subsidiaries of
the ECSE, aso began operations.

Theinditutiona and operationd infrastructurefor
the Regiond Government SecuritiesMarket (RGSM)
wasestablished during the 2001/02 financid year. The
Bank dso identified the amendments to the exiging
legidation for treasury bills and bonds to create
uniformity in the terms and conditions governing the
operations of the market across the region.
Amendments to provide for the uncertificated form
of issue and for tax neutrdity were drafted.

Legidation

To support the money and capital market
initiative the Bank collaborated with member
governments on the establishment of the legal and
regulatory framework for the ECSM. The
Securities Bill was finalised and transmitted to
member governments for enactment. The Bill was
passed into law by all the member states, creating
asingleregulatory framework for securitiesbusiness
inthe ECCU. Eight of the ten proposed securities
regulations were also drafted and transmitted to
member governments.

The Securities Act 2001 provides for the
establishment of the Eastern Caribbean Securities
Regulatory Commission (ECSRC) asthe regulatory
authority, with full and ultimate responsibility for
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the safe and sound operation of the market and for
investor protection. The Commission has been
established and is fully operational, with the Bank
lending administrative and technical support.

SUPPORT FOR POLICY AND ECONOMIC
DEVELOPMENT

Research

Research is the basis of the operational work
required to achieve the ECCB’s overdl objectives.
Basing the Bank’s work on research ensures that its
policy advocacy and advice are credible.

During the 2001/2 financia year teams were
established to pursue the Bank' s research agendaiin
the following Sx main policy aress

1. Exchange Rates — The Bank monitored the redl
effective exchange rates and developed a
conceptud framework for analysing the nexus
between wages, prices, productivity and
competitiveness which is fundamenta to the
management of afixed exchange rete regime.

2. Money and Credit Conditions/Interest Rates -
The appropriate interest rate policy for the
currency union was investigated, given the fixed
exchange rate with an open capita account.

3. Financid Sector Stability — Research work was
conducted on the concept of an integrated
regulatory framework for the financia system of
the ECCU and of agngle financid space. The
Bank aso explored the causes of currency crises
in smal open economies,

4. Money and Capitd Market Development in the
ECCU — Research in this area concentrated on
issues related to the establishment of the Eagtern
Caribbean Stock Exchange and The Regiona
Government Securities Market. Work was dso

done on the issue of fisca rulesin the context of
the currency union, both as a mechanism for
curtailing percelved excessve public debt levels
and for ensuring fiscal convergencedongthelines
of the European Union's Maadtricht Treaty.

5. The Development of the Payments System —
Work under this heading focussed on providing
intellectua and andytical support to our own
efforts at the Centra Bank in reforming the
payment and settlement systems.

6. Economic Development in the currency union —
Much of the work in this area focussed on
explaining the causes of growth and of the
dowdown in economic activity in the currency
union as awhole and for individua countries as
case studies.

Research findings were presented at meetings of the
Board of Directors and Monetary Council aswell as
at severa regiond and internationa conferences.

Consultation

Given the multingtiona character of the Bank's
arrangements, the Monetary Council has established
a framework for ensuring the effective coordination
of the Bank’ sactivitiesthroughout the currency union.
The three consultative bodies are:

0] Officds of the minigtries of finance who aso
serve as a Regional Debt Coordinating
Committee.

(i) Representatives of the commerciad banking
sector who aso function as the Payments
Coundil for the currency union.

(i) Representatives of the private sector.

The Bank met regularly with these groups during the
financid year.
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Networking

The Bank aso provides advice and support to
government departments and indtitutions. Toassg in
its policy advisory role, the Bank has established a
networking system to gather information and opinions
ontheprevailing economic and financid circumstances
in member countries. During the year, the Bank held
meetings with attorneys generd, development banks,
socid security schemes, accountants genera, budget
directors and directors of audit, comptrollers of
customs and inland revenue departments and
departments of planning and datidtics. Senior officids
of the Bank also met with representatives of
commercid banksat regular intervalsduring theyear.
Officidsof the Bank meet formdly, once ayear, with
representatives of the chambers of industry and
commerce, but less forma consultations take place
periodicaly throughout the year.

These meetings serveto enhancethe effectiveness
and trangparency of the Bank’ soperationsand policies
and to provide valuable feedback and exchange of
idess.

During the year under review the Bank in
collaboration with the OECS met with regiond and
internationa organi sationsto discussissues pertaining
to aid co-ordination for the member countries of the
currency union.

In November 2001 the Bank met with
representativesfrom the World Bank and other donor
agenciesto discussthe establishment of amechanism
for the effective and efficient ddlivery of aidto achieve
sustainable development in the ECCB member
countries.

Technical Assistance

Technica ass stance to ECCU member countries
isoneof thewaysin which the Bank fulfilsitsmandate
“to actively promote through means consistent with
its other obyjectives the economic development of the
territories of the Participating Governments’.

During 2001 the Bank provided technical
assstance to its member countries in the preparation
of macroeconomic stabilisation/financia programmes,
datistical compilation and debt management.

The Bank in conjunction with the Caribbean
Development Bank (CDB) and the Ministry of
Finance in Antigua and Barbuda, and Dominica,
prepared macroeconomic stabilisation programmes
for thesetwo countries. Based on arequest fromthe
new adminigration, the Bank in collaboration with the
CDB, prepared an economic review on St Vincent
and The Grenadines.

The Bank asssted al countries in the currency
union with the compilation and andys's of balance of
paymentsgtatistics. With respect to nationa accounts
datigtics, assstance was provided to dl countrieswith
the exception of St Lucia which compiles its own
datigtics.

In the area of debt management much of the
assistance provided related to the introduction and
application of the new verson of the Commonwedth
Secretariat Debt Recording and Management System
(CS.DRMS). Among the beneficiaries were the
minigries of finance in the currency union and the
central banks of Belize, Barbados, and the Bahamas.
The ECCB wasthe Commonwedth Secretariat’ spilot
gte for the implementation of the CSDRMS in the
Caribbean.
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The Bank worked with member countries in
facilitating the househol d expenditure survey which
culminated in the launch of a new Consumer Price
Index on 15 October 2001. The consumer price
index is now comparable across countries both in
terms of base year and categories.

Public Education/Public Rdations

During the 2001/2002 financia year the Bank
continued to demonstrate its commitment to inform
and educateitspublics. A number of pressreleases
on the Central Bank’s activities were issued. The
Bank also issued communiqués following the three
meetings of the Monetary Council held during the
year and held media briefings with the local press.

Following the events of 11 September 2001,
the governor gave a televison address on “The
Economic and Financia Situation in the Eastern
Caribbean Currency Union”. This address was
aired in al eight member countries. The governor
also delivered a number of speeches at various
private and public sector events.

During the 2001/2002 financial year the Bank’s
public education programme was geared primarily
towards supporting its money and capital markets
development initiative. A marketing, educationand
awareness programme wasimplemented to prepare
key market participants for their respective roles
and to sengtise them to the potential benefits of
these markets. During the year the focus was on
the execution of the programme associated with
the launching of the Eastern Caribbean Securities
Exchange which took place on 19 October 2001.
The programme included promotional tools such
as brochures, radio messages, informational video
and training seminars. The Bank was a so engaged
in developing the education and awareness

progammefor the Regiona Government Securities
Market which is scheduled to come on stream in
2002.

TheBank continuedits“Know Y our Notes’ public
education programme, which was launched to
coincide with the issue of anew family of notes with
enhanced security features.

The public education thrust was underscored by
the Bank’s hogting of a financid journdism seminar
for media personnel from the member countries of
the currency union.

I nfor mation Dissemination

The Bank published four quarterly Economic and
Financial Reviews and its Annual Report and
Statement of Accounts for the year ending
March 31, 2001. These publications kept the public
abreast of economic and financid developments and
prospects in its member countries and the currency
union asawhole. TheBank aso published an Annud
Bdance of Payments Digest and an Annud Nationd
Accounts Digest, which included dtetigtics compiled
jointly with the statistics offices in member countries.
The Annua Report and Economic and Financia
Reviews are available on the ECCB’ s website.

Community Outreach

The ECCB’s Community Outreach Programme
amsa fogering the development of theregion through
the educational and socid advancement of its people.
In November 2001 the Bank hosted the Sixth Sir
Arthur LewisMemorid Lectureto honour the Nobel
Laureatein Economicsfrom the currency union. The
lecture, hddin &t Lucia, wasddivered by Mr Marius
S Rose, Managing Director of the East Caribbean
Financid Holding Company Ltd, on thetopic“ Culture
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and Economics—IsOur Socidisation aCongraint to
Our Development.” Onthe bassof customer surveys
and bank profiles, the*Best Corporate Citizen” awards
were presented to commercia banks operating in the
region. The ECCB-sponsored annual essay
competition for secondary school students in the
member countries was again arranged and judged.
The Bank aso continued to sponsor the OECS Under
23 Netbal Tournamen.

Event Date
6th Annual Conference on Devel opment Oft '2301
12th Annua Conference with Commercia 7-9
Banks Nov 2001
Mesting of the Caribbean Regiona Technicd
Assistance Centre (CARTAC)/IMF and 23 Jan 2002
Offshore Nationa Regulators
IMF/World Bank/ECCB mesting on Money
and Capitd Markets 25 Jan 2002
Regiona Training Course for Regulators of 28 Jan
Offshore Banks and Trust Companies 1 Feb 2002
CARTAC/ECCB Debt Management and 28 Jan
Strategies Workshop 5 Eeb 2002
World Bank/ECCB Workshop on the

- . i 18- 22
Preparation of Medium Term Economic Feb 2002
Strategy Paper (MTESP)

Conferences and Seminars

TheBank hosted severd regiond and internationd
conferences, seminars and workshops including:

THE BANK’SFINANCES

TheBank’ sfinancid objectivefor theyear 2001/
2002 was to manage its expenses in keeping with
the projected reduction in income on the foreign
reserves portfolio due to falling interest rates
internationally. 1n the previous year there was an
escalation in expenditure due to the purchase of a
new family of notes and the gradua withdrawal of
the old family, anincrease in depreciaion following
the acquigtion of anew banking and accounting sysem

and increased maintenance cogs. The task was to
bring expenditure back in line with the trend
established prior to the unusua growth spurt. This
was particularly urgent given the anticipated fal in
income.

Thereault of these effortswasthat actud spending
($58.9m) in 2001/02 was dightly below the budget
of $59.7m, consistent with the Bank’s objective to
reduce overd| expenditure. Staff costs were dightly
above budget by $144,000, partly dueto theincrease
insdariesasaresult of the restructuring of the Bank.
However, adminigration and generd expensesredised
the anticipated reduction due to tighter controls
implemented to ingtitute cost savings.

Balance Sheet

The financia statements for the year ended
31 March 2002, together with comparable figures
for the previous year are shown at pages 115 t0125.
Asat 31 March 2002, total assetsof the Centrd Bank
amounted to $1,405.6m compared with $1,220.5m
at 31 March 2001, representing an increase of 15.2
per cent ($185.1m). Externd assetsroseby $197.3m
(19.5 per cent) to $1,210.9m. Thiswas due mainly
to anincrease of $126.6m (19.0 per cent) in securities
and $112.9m (44.3 per cent) in fixed deposits and
money at call. However, there was a decline of
$40.5m in investment in certificates of deposits.

Internal assetsfell by $12.1m (5.9 per cent) to
$194.8m at the end of March 2002. The decrease
was due to a decline of $9.4m in the value of
participating governments securities held by the
Bank, as securitiesmatured over the period. There
was also a decline of $4.5m in fixed assets as a
result of depreciation charges. These movements
were offset by an increase of $4.0m in amounts

due from participating governments.
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On the liabilities sde, the major increase was
recorded for demand liabilities which rose $199.1m
(19.3 per cent). This was due to an increase of
$163.4min bankersreserves, $38.1min bankerscall
accounts and $6.6m in currency in circulation.

Other ligbilities contracted by $4.0m (23.3 per
cent) to $13.2m, mainly as aresult of areduction in
profits available for distribution to participating
governments. A decline of $14.8m was recorded in
Reserve Funds, due to a transfer of $9.2m from the
Profit Equalisation Fund for digtribution to participating
governments and a$5.6m depreciation in the market
value of securities during the year under review.

Income Statement

During the year total income declined by $7.9m,
due mainly to afal of $5.1m in interest earned on
fixed depogits and money at cdl, associated with the
lower interest rate environment prevailing
internationaly during most of the year under review.

Totd expensesfdl by $4.2m asaresult of adedine
of $2.8m and $1.9m in interest paid and currency
supplies respectively. Payroll costs increased by
$1.8m due to increased saaries and restructuring
costs, while administration and general expenses
declined by $1.3m reflecting increased efforts on
expenditure control.

Net income for the year amounted to $11.5m
reflecting a decline of $3.8m over the totd for the
previousyear. Of netincome, $9.7m (84.3 per cent)
wastranderred to the Genera Reserve. 1naccordance
with Article 6 (3) of the ECCB Agreement Act 1983
gpprova was obtained from each of the participating
governments to dlocate from net income an amount
inexcess of the stipulated 50.0 per cent of net income

for the year to the Generd Reserve to maintain it at
5.0 per cent of demand liabilities.

After making appropriations to the General
Reserve and from the Profit Equdisation Fund, the
amount available for distribution to participating
goverments was $11.0m.

THE BANK’SINTERNAL MANAGEMENT
Risk Management

In an effort to minimise/mitigate the risksto which
the ECCB is exposed in pursuit of its objectives the
following were undertaken:

Each department was asked to identify its output
intheform of objectivesthat wereclearly measurable.
These objectives were expected to reflect the core
functions of the Bank. The risks associated with the
execution of these objectives were matched with
specific controls. The specific controlswere classified
and documented in amatrix that, in conjunction with
the objectives, subsequently formed the basisfor the
writing of more effective audit programmes.

Focussing on the areas deemed to be high risk,
the audit programmes were tested to determine the
exigence and effectiveness of the documented controls
and the adequacy of the overdl| control environment.
In addition to programmed audits, severad ad hoc/
gpecid review audits were undertaken in responseto
gpecific needs.

Organisational Structure
During the 2001/2002 financid year the Bank

undertook a restructuring exercise amed a making
its management and operations more efficient and
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effective. The restructuring resulted in the
establishment of three main divisions — Policy,
Operaionsand Adminigration which cameinto effect
on January 1, 2002. (See Organisational Chart on

page vi).
Human Resour ce M anagement

During the 2001/2002 financid year the Bank’s
objective was to strengthen the professional and
persona development of its staff in order to enhance
itsresource capacity and improve the efficiency of its
operations. In line with this objective the Bank
upgraded its Human Resource Division to a
department comprising the Personnel Services and
Performance Devel opment Units.

To enhance the Bank’s thrust to promote a
continuous learning culture, an in-house learning
resource centre was established. Thison-stefacility
provides arange of servicesto meet the professond
and persond development needs of dtaff.

During the year the Bank’ s focus was on interna
or in-housetraining. The Performance Development
Unit designed and implemented seven training
programmes a which one hundred and sixty six
members of staff were trained.

As at 31 March 2002, the Bank had a staff
complement of 278. The table below shows the
gaffing figures over athree year period.

Saff
. . No of No of Complement
Financial R ited Saff at Turnover
Year ecrul . End of Rate
Staff Leaving - }
Financial
Year
1999-2000 45 35 307 11.40%
2000-2001 15 38 284 13.38%
2001-2002 21 27 278 9.71%

A totd of 27 persons left the Bank in the 2001-
2002 financial year. Of that number, 10 had
completedin excessof 10 yearsof service, compared
with 7 in 2000-2001 and 4 in 1999-2000.

An after-school programme which was
introduced in January 2001 completed itsfirst year of
operation. Thepurposeof thisprogrammeisto bridge
the gap between the schedules of working parentsin
the Bank and the hours of operation of the schools.
The programme caters to children between the ages
of 5-14 years and is available on an dl-day bass
during school vacations.

Major ActivitiesIn TheYear Ahead

In the 2002/2003 financid year the Bank will
undertake the following activities

MONETARY STABILITY
Currency Management

* Introducearound coin family of one, two and
five cent pieces and one dallar. These coins
will bein crculation from July 2002.

FINANCIAL SYSTEM STABILITY

» Sign the Administrative Guidelines with
member states to formalise an integrated
gpproach to regulation and supervison of al
licensad financid indtitutionsand implement a
strategy for strengthening the ECCU’s
financid system.

» Fndiselegidativearangementsinreation to
bank supervison (domestic and offshore) and
finandd oversght.
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»  SigntheMOU with member satesto enhance
the efficiency of the supervison of offshore
banks and trust companies.

» Findise legiddive arrangements to regulate
and supervisemoney wiretransfer businesses.

MONEY AND CAPITAL
DEVELOPMENT

MARKET

»  Work with ECCU member governments
towards the launch of the Regional
Government Securities Market (RGSM).

» Deveop aregiond unit trug, to provide dl
typesof saverswith investment opportunities
they might not otherwise have had.

» Devedop ablueprint for the establishment of
an enterprise fund to provide appropriate
formsof financing business deve opment, and
advisory services and technical assstancefor
private enterprise within the ECCU.

SUPPORT FOR POLICY AND ECONOMIC
DEVELOPMENT

Resear ch

» Conduct research on issues relating to
Macroeconomic Stabilisation, Money and
Capitd Market Development and Financia
Sector Stahility.

Research to be conducted in the following arees:

» Thereationship between currency crisisand
fiscd sugtainability

* A determination of an gopropriateinterest rate
policy in the ECCU

» Raesof return, credit alocation, economic
growth and development planning

* Indicesof financid gability in the ECCU

» Tourism, itsimpact, potentid and chalenges.

»  Congruct aframework for wages, pricesand
productivity in the region, with the am of
promoting exchange rate sability and
improving growth.

» Develop optionsto respond to bank crises.

» Develop aforecagting modd for new notes
and coins.

Technical Assistance

o Collaborate with member governments of
Anguilla, Grenada, Montsarrat, St Kitts and
Nevis, St Lucia, and St Vincent and The
Grenadinesto develop financid programming
frameworks.

*  Asss member countrieswith the compilation
of baance of paymentsand nationa accounts
datigtics.

Public Education/Public Relations

» Execute a public education campaign on
genuine EC notes.

» Execute education and awareness projects
in support of the Bank’s advocacy and
outreach programmes.

THE BANK'S FINANCES

» Contain the overal expenditure budget at
$56.8m. The Bank has also taken the
decison to bring its totd expenditure in line
with its income from externa assets. Thisis
expected to be implemented by continuous
restructuring aimed at arriving a an optimal
level of gaffing for the achievement of its
mandate.
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RISK MANAGEMENT Acknowledgments
*  Conduct Vduefor Money Audits TheBoard of Directorswishesto record itsthanks
*  Explore computer-based auditing and gppreciation to al members of staff for their

* Assst management and the Board in the  servicesand devotion to duty during thefinancia year
execution of their oversght functionsthrough ~ 2001/2002.  The Board acknowledges the strong
the identification and application of the  sense of commitment and joint efforts of the staff in
elements of good governance, i.e. records  discharging their duties to achieve excelence and
management, protocol arrangements, maintain the credibility and stature of the Eastern
telecommuni cations management Caribbean Central Bank.

The Board extends congratulations to
Governor Venner, on being awarded Knight
Commander of the Most Excellent Order of the
British Empire (KBE) on 16 June 2001 for services
to the financial sector.




CHRONOLOGY OF THE EASTERN CARIBBEAN CENTRAL BANK '

1983

1984

The Agreement to establish the Eastern Caribbean Central Bank (ECCB) was signed on July 5 by the
governments of Antiguaand Barbuda, The Commonwesdlth of Dominica, Grenada, Montserrat, St Kitts
and Nevis, St Lucia, and St Vincent and The Grenadines.

The ECCB came into being on October 1 as successor to the East Caribbean Currency Authority,
following the enactment of enabling legidation by the respective governments.

The first meeting of the ECCB Board of Directors was held on October 5.

The Bank Supervision Department was established in late 1983. The Department’ s operations were
centred on the powers granted to the Bank under Article 3(2) of the Central Bank Agreement to
regulate banking business on behalf of and in collaboration with Participating Governments; and also
Article 35(1) which specificaly gives the Bank the right to require financid ingtitutions to open their
books for inspection to verify compliance with the directives issued.

The first meeting of the Monetary Council, established in accordance with Article 7 of the Eastern
Caribbean Central Bank Agreement, was held on January 20.

ECCB required all commercia banks operating in the currency union to hold with it minimum reserves
at thelevel of 6.0 per cent of their deposit liabilities, effective April 30. Prior to this, commercial banks
operating in most of the territories were required to hold special deposits at the treasury of their
respective government.

All banks operating in more than one territory were required to maintain separate accounts at the
ECCB for their territoria operations, effective April 30.

All commercia banks were required to disclose to their customers and the ECCB, the effective rates
of interest charged on loans given by them.

An Export Credit and Guarantee Department was established on July 1, with the purpose of promoting
exportsfrom the Eastern Caribbean. An Export Finance Guarantee Scheme wasintroduced to provide
pre-shipment insurance for exporters.

An Infrastructure for Productive Investment Project (IPIP) was established in August. The Bank
entered into an agreement with the United States Agency for Internationa Development to provide
commercia bankswith accessto long term fundsto finance commercia |oansto private sector developers
of industrid properties. The Bank was responsible for co-ordinating the project and monitoring the use
of project funds to ensure that devel opers adhered to acceptabl e construction standards and practices.




Chronology

1985

1986

1987

1988

1989

1990

The $10.00 hill, the first in a series of coded notes to replace the series issued under the ECCA, was
introduced on November 15. Country codes were assigned to the new series of notes.

An ECCB Agency Office, the first to be established, was opened in Grenada on November 1.
Commercia banks were required to pay a minimum rate of 4.0 per cent interest on savings deposits,
effective January. Prior to this measure the rate on savings depositsin some member countrieswas as

low as 2.5 per cent.

An officid interbank market was established in March. It provided an opportunity for banksto invest
funds held in current account balances as well as to recycle liquidity among the territories.

The coded $1.00 note was introduced on August 1, and the $100.00 note on December 5.
The government of Anguilla became a full member of the ECCB on April 1.

The coded $5.00 and $20.00 notes were introduced on April 8.

An ECCB Agency Office was established in St Lucia on October 1.

ECCB established a market for discounting and rediscounting treasury hills, effective January 1988.
Aninitia amount of $20.0m at face value was made available from the bank’ s portfolio.

ECCB spearheaded the install ation of the Commonweal th Secretariat Debt Recording and M anagement
System (CS-DRMS) in some of the member countries.

A revised Pre-Shipment Finance Guarantee (PSFG) scheme and a new Post-Shipment Discounting
Guarantee (PSDG) scheme became operationa in September.

ECCB ceased to issue the $1.00 note which was replaced by the $1.00 coin.

Work commenced on the development of a Computer Enhanced Baance of Payments Estimation
System (CEBOPS), with assistance from the Canadian International Development Agency (CIDA).

The first Governor of the ECCB, Mr Cecil Jacobs, OBE, retired in September after many years of
service to the Bank and its predecessor, the East Caribbean Currency Authority.

An ECCB Agency Office was established in Dominica on November 1.
Mr K. Dwight Venner succeeded Mr Jacobs as Governor of the ECCB from December 1.

An ECCB Agency Office was established in St Vincent and The Grenadines on April 1.
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1991

1992

1993

1994

ECCB Agency Offices were established in Montserrat on March 4, in Anguilla on May 23 and in
Antigua and Barbuda on June 15.

A Uniform Banking Act to provide for the regulation of banking business was passed by the legidative
assembly of the eight member territories. This Act gives the Central Bank direct authority to examine
financid ingtitutions. With the passage of the Act the regulatory functions of the Central Bank were
extended to include non-bank financia ingtitutions.

A ground breaking ceremony for the new ECCB Headquarters building at Bird Rock took place on
November 21.

In early April the Central Bank reduced its discount rate from 10.0 per cent to 9.0 per cent. Thiswas
done in an effort to encourage banks to reduce their lending rates following the emergence of alarge
spread between their lending and deposit rates.

In June, under the Special Emergency Powers, the ECCB came to the assistance of the Bank of
Montserrat which ran into difficulties. Certain non-performing loans and advances were bought by the
Caribbean Assetsand Liabilities Management Services (CALMS) Ltd., aprivate company established
by the ECCB. The purchase was effected by the issue (by CALMS) of a 20-year interest bearing
promissory note.

A new series of notes was put into circulation in October to coincide with the 10 anniversary of the
Bank.

The Bank establised a Monetary Policy Unit, aMoney and Capital Market Development Unit and an
Adminigtrative, Policy Co-ordination and Evauation Unit in January.

ECCB spearheaded the implementation of the Eastern Caribbean Economic Management Project
(ECEMP) sponsored by the Canadian International Development Agency (CIDA). There were two
components to the project; (i) the restructuring and computerisation of the inland revenue departments
inmember territories, and (ii) enhancing the financia management functions of the accountants general
departments.

In September the Eastern Caribbean Home Mortgage Bank (ECHMB) was formally established asa
legd entity, following the ratification of the ECHMB Agreement by seven of the eight territories.

The Bank moved into its new headquartersbuilding in August. The headquarterswas officially opened
on October 29.
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1995

1996

1997

The ECCB issued prudentid guideines governing large credit exposures and money laundering to al
supervised banks during the course of theyear. These guidelineswere based on the principles as enunciated
by the Bade Committee on Internationa Banking Supervison.

On June 25, Mr K. Dwight Venner, Governor of the ECCB, was appointed Chairman of the first
Board of Directors of the ECHMB.

The Bloomberg System was installed at the ECCB on October 16 to provide economic, financia and
political information on al market sectors on a 24 hour basis.

The Bank surveyed the government securities market and facilitated an IMF mission to review the
market and prepare proposals for the further development of the primary and secondary markets for
government securities.

The Bank entered into negotiations with the Caribbean Development Bank (CDB) and the Inter-
American Development Bank (IDB) for funding viathe Multilateral Investment Fund (MIF) to provide
technical assistance for the establishment of the Over-The-Counter Call Exchange, the development
of uniform securities legidation and a Centra Securities Depository.

Thefirst Annual General Meeting of the shareholders of ECHMB was held at the ECCB Headquarters
on March 16.

The Bank established the Financiad and Enterprise Development Unit by merging the Export Credit
Unit and the Money and Capital Market Development Unit.

In August the Bank lowered its officia discount rate from 9.0 per cent to 8.0 per cent, as a means of
stimulating investment activity.

The Eastern Caribbean Institute of Banking was launched on July 7, in Grenada.

In September the Bank commissioned the World Bank to undertake a review of the OECS financia
sector. This involved assessing the ingtitutiona infrastructure and scope of financia ingtitutions, and
determining the measures required for devel oping and degpening money and capital marketsand creating
asingle financial space.

In October the Bank commissioned the World Bank and the Commonwealth Secretariat to undertake
a study of the payment systems with a view to identifying and creating a framework for an effective
payment system.

Theground breaking ceremony for phase 1 of the ECCB Headquarters building project, which involved
the congtruction of new office buildings, an auditorium and a cafeterialstaff facility, was held on
September 16.




ANNQA@%ORT

1998

1999

2000

2001

The Banking and Operations Department was split into two - the Banking and Monetary Operations
Department and the Accounting and Currency Department.

The Monetary Council approved the “Guiddines for the Regulation of Offshore Financial Services
Sector” on July 30, in accordance with Article 41 of the Eastern Caribbean Central Bank Agreement
1983.

Theofficial Opening Ceremony of the ECCB Auditorium and Conference Centrewas held on October 8.
The Auditorium seats 500 persons and is used as a national and regiona centre for conferences,
seminars and cultura performances.

The Monetary Council approved the draft Eastern Caribbean Securities Regulatory Commission
Agreement, and sanctioned ECCB share-ownership of 30.0 per cent of the Eastern Caribbean Securities
Exchange at EC$3.0m.

Effective October 15 the Bank established a bulletin board service through which commercia banks
could trade funds on the interbank market. The new arrangement replaced the brokerage service
provided by the ECCB since 1985.

The Eastern Caribbean Securities Market (ECSM) was launched on October 19. The ECSM comprises
the Eastern Caribbean Securities Exchange, the Eastern Caribbean Central Securities Depository and
the Eastern Caribbean Central Securities Registry. The ECSM s the first fully electronic regiona
securities market in the western hemisphere.

On October 26, the Monetary Council announced a 100 basis point cut to 7.0 per cent in the discount
rate. The move was aimed at stimulating economic activity in the aftermath of September 11.




NOTES FOR STATISTICAL TABLES AND MONETARY SURVEY '

NOTESON STATISTICAL TABLES

GENERAL

All figures have been rounded to either the nearest whole number or the first decimal place (except in cases
where values are small and need to be rounded off at two decimal places instead).

- denotes ‘nil’

0.0 denotes ‘negligible

na  denotes‘not available

* denotes ‘ not applicable

Some figures may differ from those in previous publications because of subsequent revision based on more
accurate data.
NOTESTO THE MONETARY SURVEY

1. Central government represents central and local government.
1.1 Domestic Credit to Centra Government (net)
Centra Bank and commercid banks' total holdings of Treasury Bills and Debentures
plus Central Bank and commercia banks' loans and advances to central government
plus Central Bank interest due on Securities
minus  Total central government deposits held with the Central Bank and commercia banks
minus  Sinking Fund Cal Account and Government Operating Account held with the Central Bank
2. Other Public Sector represents national insurance (socia security scheme) and non-financial public enterprises.

3. Private Sector represents households and private businesses.

4. Currency = tota currency liabilities of the Central Bank less commercial banks holdings of local currency
cash.

5. Demand Deposits = total private businesses and households residents' demand deposits.
6. Savings Deposits = total private businesses and households residents’ savings deposits.
7. Time Deposits = total private businesses and households residents’ time deposits.

8. Foreign Currency Deposits = total private businesses and households residents’ foreign currency deposits.
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Table 1
ECCB Area
Selected Economic Indicators

Table 2
ECCB Area
Consolidated Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1997R

1998R

1999R

2000R

20017

1997 1998R 1999% 20007 2001

(Annual percentage change unless otherwise stated)

National Income and Prices

Nominal GDP at basic prices 5.7
Real GDP at basic prices 32
GDP Deflator 24
Consumer Prices (end of period) 22

Consumer Prices (period average) 22

Real GDP at basic prices by Selected Sectors

Agriculture (7.6)
Manufacturing 26
Electricity and Water 6.3
Construction 74
Wholesale and Retall 35
Hotel and Restaurant 73
Transportation 5.7
Communications 5.7
Banks and Insurance 9.1
Government Services 20
Other Services 0.7

External Sector

Current Account Balance (16.0)
Overall Balance 09
Trade Balance 40.1
External Debt (end of period) 36.6

Central Government

Current Account Balance 12
Current Revenue 249
Current Expenditure 23.7
Capital Expenditure and Net Lending 6.4
Overall Fiscal Balance (2.6)

Monetary Sector
Weighted Deposit Interest Rates 43
Weighted Lending Interest Rates 119

6.9
4.0
2.8
2.6
24

1.0
22
5.9
10.3
4.0
0.3
23
9.3
73
4.6
21

(14.4)
22
38.9
37.0

17
253
237

71
(1.6)

43
116

55 41 03
41 24 (1.5)
14 16 18
25 21 21
25 2.2 21
(5.0) 0.9 9.2)
32 41 (5.9)
8.3 83 6.4
77 39 (1.3)
44 0.8 (3.0)
35 (1.4) (5.1)
34 13 (2.2)
135 4.0 (0.6)
59 6.0 25
0.7 18 29
39 5.7 0.1
(as a percentage of GDP)
(16.5) (15.4)  (15.1)
0.5 0.7 2.2
39.6 39.1 37.3
38.8 39.8 416
16 1.0 (1.1)
25.7 254 24.8
24.1 244 25.9
73 77 8.1
(3.0) (4.3) (6.5)
(per cent per annum)

43 45 43
12.0 119 115

(in millions of EC dollars, unless otherwise stated)

Memo

Nominal GDP at basic prices 5,496.3
Real GDP at basic prices 4,469.2
Nominal GDP at Market Prices 6,526.9
GDP Per Capita (EC$) 9,746
Merchandise Imports (f.0.b) 3,308.5
Merchandise Exports (f.0.b) 692.5
Gross Visitor Expenditure 2,331.6

5875.5
4,647.3
7,006.4
10,384
3,470.1

746.5
2,443.8

6,198.5
4,837.5
7,407.5
10,813
3,732.0

795.1
2,472.1

6,451.4
4,954.3
7,655.1
11,136
3,832.7
836.4
2,511.6

6,472.3
4,880.5
7,681.0
11,127
3,567.1
700.7
2,352.4

Current Revenue 1,628.0 1,7748 1,902.9 1,946.7 1,906.8
Tax Revenue 1,391.4 15241 15988 1,657.0 1,634.0
Taxes on Income & Profits’ 299.1 3374 368.0 4300 4217
Tax on Property 20.6 19.6 23.6 25.7 28.6

Taxes on Domestic Goods

& Services 257.2 272.1 275.6 313.0 3205

Taxes on International

Trade & Transactions 814.5 895.0 931.6 888.4  863.1
Of which:
Consumption Taxz 404.2 457.3 463.9 404.0 415.1
Import Duty , 255.4 279.3 287.6 2828  250.8
Customs Service Charge 100.5 102.2 1182 1234 1324
Non-Tax Revenue 236.5 250.7 304.2 289.8 272.8
Current Expenditure 1,549.3 1,657.4 1,784.8 1,870.8 1,992.2
Personal Emoluments 834.4 887.2 941.9 969.8 1,015.9
Goods & Services 356.9 375.2 418.0 4327  460.1
Interest Payments 1254 127.3 156.8 2020 2300
Domestic 89.5 93.8 100.8 1169 1442
External 35.8 335 56.0 85.1 85.7
Transfers & Subsidies 232.7 267.7 268.0 266.3  286.2
Of which:

Pensions 815 89.4 94.2 1074 101.7
Current Account Balance 78.7 1174 1181 76.0  (85.4)
Capital Revenue’ 417 428 20.1 18.4 111
Grants 126.3 220.8 181.8 1642  197.2

Capital Expenditure

and Net Lending 417.6 496.4 539.9 587.1  621.8
Of which: Capital Expenditure 4213 498.9 550.8 6048  621.9
Overall Balance (170.9) (115.3)  (219.9) (328.6) (498.9)
Financing 171.0 115.3 219.9 328.6 4989
Domestic (10.6) (64.6) 60.3 1147  105.0
ECCB (net) (5.4) (19.8) 8.0 38 6.1
Commercial Banks (net) 12.4 26.6 50.3 163.8 6.0
Other* (17.6) (71.4) 20 (52.9) 929
External 131.6 117.6 156.3 1483  251.0
Net Amortisation 1275 1315 104.9 103.7  264.0
Disbursement 197.8 202.0 185.0 2172 396.8
Amortisation (70.3) (70.6) (80.1)  (113.5) (132.9)
Change in Govt. Foreign Assets 0.8 (17.4) (30.8) (20.5)  (13.0)
Otherforeign Financing 33 35 82.2 65.2 0.0
Arrears 50.0 62.4 33 65.5 1429
Domestic 47.8 56.5 318 61.4 97.6
External 21 59 (28.5) 41 217

Source: ECCB and Statistical Offices, in ECCB member countries

R=Revised P = Preliminary
Data as at June 6, 2002

Source: ECCB

2’: Preliminary R=Revised
2Taxes on Income & Profits are not collected i3n Anguilla
Excludes Anguilla Excludes Anguilla & Montserrat
*Excludes St Vincent & The Grenadines
*Includes residual Data as at 24 May 2002
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Table 3
ECCB Area
Monetary Survey
(In millions of Eastern Caribbean Dollars at end of period)

Table 4
ECCB Area
Balance of Payments - Analytical Summary

(In millions of Eastern Caribbean dollars)

1997 1998 1999° 2000 2001 1997F  1998%  1999%  2000R  2001°
Net Foreign Assets 653.4 999.0 8895 806.7 1,218.6 Current Account (1,042.0) (1,006.9) (1,220.3) (1,178.7) (1,161.2)
Central Bank (net) 815.8 9614 9759 10188 1,192.2 Goods and Services (950.7)  (934.0) (1,085.6) (1,054.5) (996.9)
Commercial Banks (net) (162.3) 376  (86.4) (212.1)  (26.4) Goods (2519.5) (2,628.0) (2,857.2) (2,881.7) (2,768.2)
External Assets 867.1 10869 13384 12927 1,668.9 Merchandise (2,616.0) (2,723.6) (2,936.9) (2,996.3) (2,866.4)
External Liabilities 10294 10493 14248 15049 16424 Repair on Goods 26 26 01 01 01
Goods Procured in Ports
Net Domestic Assets 36694 38802 4507.3 51620 51010 by Carriers 93.9 93.0 79.6 1145 982
Domestic Credit 41356 44519 50433 57797 60333 Services 15688 16940 17716 18272 17713
Central Government (net) 452.7 4595 51738 6853  697.2 Transportation (266.2)  (304.2)  (349.1)  (332.1) (286.6)
Other Public Sector net) (502.7)  (570.9) (509.4)  (524.0) (498.6) Travel 20869 21810 21874 22168 20515
Non-Bank Financial Insurance Services (89.4) (41.8) (51.7) (56.1)  (56.6)
Institutions (net) (189.9)  (180.8) (184.4)  (163.0) (230.8) Other Business Services (1153 (77.9) 195 421 1230
Subsidies & Affiliates (net) (68.3)  (55.9) (741)  (61.5) 864 Government Services (47.3)  (631)  (344)  (435) (60.0)
Private Sector 44439 47999 52934 58428 59788 Income (362.6)  (426.7)  (496.2)  (547.3) (513.9)
Compensation of Employees  (5.8) 0.6 28 (2.9) 2.7
Other Items (net) (466.3)  (571.7) (536.0)  (617.7) (932.3) Investment Income (356.7)  (427.2)  (499.1)  (544.4) (511.2)
Current Transfers 271.2 353.7 361.5 4231 349.5
Money Supply (M2) 43228 48791 5398 59686 6,319.6
Currency with the Public 312.8 3445 388.9 386.9 373.4 Capital & Financial Account  1,099.8  1,164.0 12548 12323 1,3275
Demand Deposits 648.6 744.0 802.0 824.8 8722 Capital Account 240.8 287.9 261.6 255.6 310.1
Savings Deposits 19378 21276 23133  2,460.6 25915 Capital Transfers 2408 287.9 2614 2611 3101
Time Deposits 9939 11857 13387 15306 1,680.6 Acquisition & Disposal of
Foreign Currency Deposits 4297 4774 5539 7658 8015 Non-Produced, Non-Financial
Assets - - 0.2 (5.5) -
Financial Account 859.0 876.1 993.2 976.7 1,017.4
Source: ECCB Direct Investment 705.6 857.3 915.7 798.7 8171
R= Revised Portfolio Investment 53.8 16.9 116.4 131.1 116.9
P Preliminary Other Investment 99.6 18 (38.8) 46.8 83.4
Data as at May 14, 2002 Public Sector Long Term 164.7 112.8 1173 108.1 1932
Other Public Sector Capital 8.7 16.2 30.9 29.1 22.6
Commercial Banks 100.1 (199.9) 124.0 125.7 (238.6)
Other Assets (43.8)  (132.7)  (159.3)  (166.8) (128.6)
Other Liabilities* (130.1) 2055  (151.7)  (49.4) 2347
Overall Balance 57.8 157.0 345 53.6 166.3
Financing (57.8) (157.0)  (345)  (53.6) (166.3)
Change in SDR Holdings - -- (0.0) 0.0 -
Change in Reserve Position
with the Fund (1.5) 6.0 0.2) 0.0 -
Change in Government
Foreign Assets 0.8 (17.4) (31.5) (20.5)  (13.0)
Change in ECCU’s Net Foreign
Assets’ (57.0)  (145.6) (28  (33.1) (153.3)

Source: ECCB

R=Revised

P=Preliminary

*includes errors & omissions

! adjusted for valuation changes
Data as at June 12, 2002
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Table 5

ECCB Area - Public Sector External Disbursed Outstanding Debt (DOD)*
(In millions of Eastern Caribbean dollars)

Table 6
ECCB Area - Total Actual Debt Service Payments*
(In millions of Eastern Caribbean dollars)

Country 19978 1998%  1999% 20007  2001° Country 1997k 1998%  1999%  2000r  2001°
Anguilla 25.6 27.6 24.7 23.7 26.9 Anguilla 29 35 33 3.4 34
Antigua and Barbuda 939.0 11,0736 11345 11538 1,097.9 Antigua and Barbuda 27.9 38.2 38.9 71.9 49.3
Dominica 240.3 2454 241.7 267.7 327.9 Dominica 28.9 21.7 21.7 19.3 22.1
Grenada 2515 259.7 285.1 348.8 389.8 Grenada 228 229 25.4 277 30.9
Montserrat 28.5 2715 21.6 21.0 20.8 Montserrat 17 14 0.8 04 0.2
St Kitts and Nevis 290.6 336.3 4134 437.2 547.1 St Kitts and Nevis 21.0 30.8 46.4 57.9 57.2
St Lucia 374.6 392.4 431.3 498.8 524.2 St Lucia 33.9 38.6 443 53.7 95.3
St Vincent and The Grenadines 239.6 271.8 432.3 430.2 452.7 St Vincent and The Grenadines 253 26.1 32.9 28.9 32.1
TOTAL ECCB AREA 2,389.6 2,634.2  2,990.6 3,181.3 3,387.2 TOTAL ECCB AREA 164.3 183.3 213.7 263.3 290.5

Source: ECCB

*includes arrears of principal
R = Revised

Pz Preliminary

Data as at April 24, 2002

Source: ECCB

* The amounts are actual payments and not contractual obligations.
R=Revised

Pz Preliminary

Data as at April 24, 2002
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Table 7

Anguilla - Selected Economic Indicators

Table 8
Anguilla - Central Government Fiscal Operations

(In millions of Eastern Caribbean dollars)

1997 1998 1999" 200" 2001 197" 1998" 1999" 2000°  2001°
(Annual percentage change unless otherwise stated)

National Income and Prices Current Revenue 55.1 723 66.1 1.7 727

Nominal GDP at basic prices 10.5 78 113 0.2 28

Real GDP at basic prices 9.2 52 8.7 (0.3) 2.0 Tax Revenue 44.7 60.6 538 59.0 58.3

GDP Deflator 12 25 25 05 0.7 Taxes on Property 03 02 03 04 06

Consumer Prices (end of period) 0.6 25 2.2 65 3.3* Taxes on Domestic

Consumer Prices (period average) 24 22 16 47 4.6* Goods & Services 15.1 17.1 16.4 18.1 23.1

Of which:

Real GDP at basic prices by Selected Sectors Accommodation Tax 5.7 6.3 6.6 47 78
Agriculture 5.1 7.2 (11.4) (7.7) 39 Bank Deposit Levy 14 15 13 20 24
Manufacturing 31 9.7 59.9 34 21 Taxes on International
Electricity and Water 25.3 97 20.3 83 14.8 Trade & Transactions 29.3 433 37.2 40.0 34.6
Construction 4.0 8.0 21.2 (6.7)  (19.1) Of which:

Wholesale and Retail 6.7 75 5.0 33 (5.0) Import Duty 255 398 334 36.0 30.1
Hotel and Restaurant 15.2 16 6.6 (6.4) 95 Foreign Exchange Tax 10 07 08 20 24
Transportation 13.6 57 11 (2.2) (4.2) Embarkation Tax 17 17 18 10 11
Communications 28.0 15 19.4 9.1 6.8 Non-tax Revenue 10.4 117 12.3 13.1 14.3
Banks and Insurance (8.5) 5.9 13.0 25.7 5.6
Government Services 39 3.2 2.8 3.9 6.8 Current Expenditure 52.5 59.2 60.4 71.6 78.2
Other Services 14.3 49 6.3 8.1 49
Personal Emoluments 28.9 29.7 339 36.8 39.6
(as a percentage of GDP) Goods & Services 21.4 21.2 234 316 34.1

External Sector Interest Payments 0.1 0.6 05 05 1.8

Current Account Balance (21.1)  (21.1)  (486)  (51.6) (24.9) Domestic 01 03 03 03 14

Overall Balance 2.1 19 17 0.4 35 External - 0.3 0.2 0.2 04

Trade Balance 59.3 63.2 743 72.9 58.9 Transfers & Subsidies 21 17 26 27 26

External Debt (end of period) 10.7 10.8 87 8.1 8.6 Ofwhich:  Pensions 11 10 15 13 15

Central Government Current Account Balance 26 13.1 5.6 0.1 (5.5)

Current Account Balance 11 51 20 0.0 (1.8)

Current Revenue 23.0 28.4 23.3 24.6 23.9 Capital Grants 52 37 25 9.8 6.2

Current Expenditure 219 232 213 245 25.7

Capital Expenditure and Net Lending 4.3 6.3 45 52 41 Capital Expenditure 103 16.0 128 153 124

Overall Fiscal Balance (1.0 0.3 (1.6) (1.9 (3.9)

Overall Balance (2.4) 038 4.7) (5.4) (11.7)
(per cent per annum)

Monetary Sector Financing 24 (0.8) 47 5.4 117

Weighted Deposit Interest Rates 38 37 38 38 33 Domestic 23 (0.5) 28 73 103

Weighted Lending Interest Rates 113 112 13 114 106 ECCB (net) (0.3) 03 05 07 50

Commercial Bank (net) 2.8 (3.4) 22 12.2 34
(in millions of EC Dollars, unless otherwise stated) Other (0.3) 26 01 (42 20

Memo External 0.2 0.3) 0.2) 0.4 13

Nominal GDP at basic prices 1942 209.2 233.0 2334 2399 Net Amortisation 0.2 0.3) 0.2) (0.4) 13

Real GDP at basic prices 1621 1705 1852 1846 1883 Disbursements 05 03 - - 14

Nominal GDP at Market Prices 2397 2549 2834 2915 2976 Amortisation (0.3) 06 (02) (03 01

GDP Per Capita (EC$) 16,297 16,882 18,099 17,257 21,229 Change in Govt. Foreign Assets - -- - - -

Merchandise Imports (f.0.b) 1464 1696 2183 2246 1846 Arrears - 20 (L6) 0.1

Merchandise Exports (f.0.b) 43 85 7.8 11.9 95 Domestic - 20 (1.6) -

Gross Visitor Expenditure 163.0 166.5 155.7 153.6 168.7 External - - - 0.1

Source: Development Planning Unit in Anguilla and ECCB

"= Revised e Preliminary
* ECCB Estimates

Data as at April 23, 2002

Source: Ministry of Finance and ECCB
R=Revised P=Preliminary
Data as at April 23, 2002
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Table 9
Anguilla - Monetary Survey

(In millions of Eastern Caribbean dollars)

Table 10
Anguilla - Balance of Payments
(In millions of Eastern Caribbean dollars)

1997  1998%  1999R 2000  2001° 1997R  1998F  1999R 2000 2001
Net Foreign Assets 1181  167.7  109.0 1025 1517 Current Account (50.6) (53.8) (137.8)  (150.6)  (75.9)
Central Bank (net) 44.0 49.0 53.8 54.8 65.3 Goods and Services (42.1) (50.2) (128.2)  (147.1) (71.7)
Commercial Banks (net) 741 1187 55.2 417 86.4 Goods (142.2) (161.6) (210.5)  (212.9) (175.4)
External (net) 55.7 91.2 33.9 18.0 50.6 Merchandise (142.1) (161.0) (210.5)  (212.6) 175.1)
Assets 178.6 257.7 206.0 211.2 229.6 Repair on Goods -- - - 0.0 0.0
Liabilities 1229 1664  172.1 193.2 178.9 Goods Procured in Port
Other ECCB Territories (net) 184 275 214 29.7 35.7 by Carriers (0.2) (0.5) 0.0 03 (0.3)
Assets 28.3 341 35.8 40.2 499 Services 100.0 1114 82.3 658  103.7
Liabilities 10.0 6.7 145 10.5 14.2 Transportation (23.2) (39.3) (35.9) (34.0) (23.0)
Travel 1441 1443 1332 130.3 1445
Net Domestic Assets 165.1 173.3 260.8 329.6 3325 Insurance Services (2.9 (3.0 (4.4 4.3 (3.4)
Other Business Services (12.2) (13.4) (17.9) (26.2) (13.2)
Domestic Credit 2032 2205  300.3 3852  409.8 Government Services (5.7) 22.8 73 (0.2) (1.3)
Central Government (net) (0.6) (3.7) (1.0 116 19.8 Income (10.3) (10.1) (8.8) (7.7) (2.2)
Other Public Sector (40.7)  (34.9) (39.0) (50.6)  (57.0) Compensation of Employees - - - - -
Non-Bank Financial Institutions(net)  (2.3) (3.3) (4.5) (7.3)  (14.0) Investment Income (10.3) (10.1) (8.8) (7.7) (2.2)
Subsidiaries & Affiliates (net) 16 15 76 6.7 31 Current Transfers 18 6.5 0.9) 42 (2.0
Private Sector 245.1 260.9 337.1 424.8 457.7 General Government . 71 58 24 2.3
Other Sectors (2.7) 0.7) (6.6) 18 (4.3)
Other Items (net) (38.1) (47.2) (39.5) (55.6) (77.2)
Capital and Financial Account 55.6 58.8 1425 151.6 86.4
Money Supply (M2) 2832 3410  369.8 432.1 4843 Capital Account 6.8 5.6 7.2 13.0 174
Currency with the Public 72 85 8.7 8.8 9.0 Capital Transfers 6.8 5.6 72 13.0 17.4
Demand Deposits 77 9.1 9.8 114 114 Acquisition & Disposal of non-
Savings Deposits 375 414 448 49.2 47.0 produced, non-financial assets - - - - -
Time Deposits 30.1 326 384 39.9 445 Financial Account 48.8 53.2 134.5 138.6 69.1
Foreign Currency Deposits 200.8 249.5 268.1 322.9 372.6 Direct Investment 57.4 75.8 102.6 106.3 742
Portfolio Investment - (0.6) - - -
Other Investment (8.5) (22.0) 328 323 (5.1)
RSource: ECCB Public Sector Long Term 0.2 (0.4) (3.2) 17 4.6
e Revised Other Public Sector Capital -- - - -
= Preliminary Commercial Banks (4.4) (44.6) 63.5 75  (38.7)
Data as at April 23, 2002 Other Assets (1.7 (1.5) (3.5) (1.9 (1.9
Other Liabilities* 2.7) 245 (24.1) 284 30.8
Overall Balance 5.0 5.0 48 1.0 10.5
Financing (5.0 (5.0 (4.8) (1.0) (10.5)
Change in SDR Holdings - - - - -
Change in Reserve Position
with the Fund - - -
Change in Government Foreign
Assets - - - - -
Change in Imputed Reserves (5.0 (5.0 (4.8) (1.0) (10.5)

Source: ECCB and Development Planning Unit

R=Revised

P=Preliminary

* Includes errors & omissions
Data as at April 23, 2002
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Table 11
Antigua and Barbuda - Selected Economic Indicators

Table 12

Antigua and Barbuda - Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1997%  1998%  1999% 20007  2001° 1997° 1998  1999"  2000" 2001
(Annual percentage change unless otherwise stated) Current Revenue 327.6 342.3 3471 3261 3558
National Income and Prices
Nominal GDP at basic prices 7.9 75 59 33 29 Tax Revenue _ 2813 2926 3024 2837 3165
Real GDP at basic prices 56 50 49 25 15 g?ﬁ;:‘ Income & Profits %6 2r2 HL 35 478
GDP eflator _ 22 24 09 08 L4 Company 237 257 336 31 430
Consumer Prices (end of period) (1.2) 47 1.0 05 17 Business Tax 19 15 15 29 12
Consumer Prices (period average) 0.2 34 11 0.7 15 Taxes on Property 49 41 4.2 47 6.0
Taxes on Domestic Goods
Real GDP at basic prices by Selected Sectors & Services 63.4 64.2 63.3 59.8 67.1
Agriculture 48 42 32 33 0.9 Of which:
Manufacturing 6.0 55 45 3.0 3.0 Stamp Duty 12.2 151 144 13.0 16.1
Electricity and Water 62 11 125 100 61 Hotel & Guest Taxes 234 218 23 20 21
Construction 80 100 80 65 40 T;:"aescgr:”m:'e”r';:t‘:ggz ITaX los 17 100 98 96
Wholesale and Retail 4045 45 43 28 Trade & Transactions 1875 1971 1998 1818 1956
Hotel and Restaurant 5.7 (2.2) 27 0.9) (7.0) of which:
Transportation 86 11 20 46 (0.9 Import Duty 56.8 57.2 572 566 559
Communications 100 100 205 (6.8) 47 Consumption Tax 83.1 90.2 88.1 716 76.8
Banks and Insurance 239 13.3 0.0 14 11 Customs Service Charge 232 248 30.1 26.4 389
Government Services 23 10.6 0.6 25 25 Foreign Currency Levy 72 78 8.0 9.3 6.5
Other Services 45 3.3 40 4.0 25 Non-Tax Revenue 46.2 49.6 44.7 42.4 39.3
(as a percentage of GDP) Current Expenditure 324.1 357.6 375.1 383.3 410.3
External Sector Personal Emoluments 1776 2063 2061 2146 2200
Current Account Balance (8.2) (9.7) (11.8) (12.1) (8.7) Goods & Services 73.3 78.9 9.6 87.6 1118
Overall Balance 0.1 07 0.0 (2.6) 11 Interest Payments 387 403 318 38.9 396
Trade Balance 51.1 48.9 51.4 48.7 46.3 Domestic 208 26.8 23.4 285 31.9
External Debt (end of period) 60.0 62.3 60.2 60.6 57.3 External 8.6 71 84 12.1 8.7
Transfers & Subsidies 34.7 385 424 40.6 38.0
Central Government Of which: Pensions 155 18.8 17.1 16.3 17.7
Current Account Balance 0.2 (0.9) (1.6) (3.2) (2.9)
Current Revenue 20.9 204 19.7 183 192 Current Account Balance 35 (15.3) (28.0) (57.2) (54.5)
Curr_ent Expend_lture _ 20.7 214 213 215 221 Capital Revenue 37 93 40 63 14
Capital Expenditure and Net Lending 3.7 43 27 2.7 39 Grants 0.9 157 6.8 27 77
Overall Fiscal Balance B2 @7 (3.7) (64 (64 Of which: Capital Grants 09 15.7 6.8 2.7 7.7
(per cent per annum) Capital Expenditure 58.4 712 475 479 731
Monetary Sector
Weighted Deposit Interest Rates 45 44 43 5.0 44 Overall Balance (50.3)  (61.5)  (64.6) (96.0) (118.6)
Weighted Lending Interest Rates 12.1 12.2 12.2 122 115 ) )
Financing 50.3 615 64.6 96.0 118.6
(in millions of EC dollars, unless otherwise stated) D(I;rg?lglinet) (01_'7‘; (21597) (51375) 21711 (21267)
Memo Commercial Banks (net) 37.7 329 40.7 150  (12.6)
Nominal GDP at basic pI’iCES 1,3159 14141 1,496.2 1546.2 1,591.7 Other (35.6) (5_4) 145 16 36.9
Real GDP at basic prices 1,099.2 1,153.8 1,210.3 11,2405 1,259.2 External 9.9 (5.4) 15.3 65 (2.3)
Nominal GDP at Market Prices 15688 16742 17581 1,786.6 11,8532 Net Amortisation 84 (5.4) 153  (17.0) (2.3)
GDP Per Capita (EC$) 19,101 20,240 21,116 21,535 22,011 Disbursements 18.2 59 323 18.9 20.8
Merchandise Imports (f.0.b) 836.1 8595 9461 9134  904.3 Amortisation ‘ (9.8)  (113) (171) (35.9) (28.))
Merchandise Exports (f.0.b) 350 400 426 441 455 g?ﬁe“rge in Govt. Foreign Assets (l)g 8-8 g-g zg-g 8-8
Gross Visitor Expenditure 749.3 759.6 782.9 784.5 734.6 Arears 39.0 13 4.2) 618 98.2
Domestic 39.2 359 22.7 61.8 80.4
External (0.2) 54  (26.9) 0.0 17.8

Source: Antigua and Barbuda Statistics Division and ECCB

R . P .
=Revised = Preliminary

Data as at May 13, 2002

RSource: Ministry of Financepand ECCB
= Preliminary

=Revised
Data as at May 13, 2002
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Table 13

Antigua and Barbuda - Monetary Survey
(In millions of Eastern Caribbean dollars at end of period)

Antigua and Barbuda - Balance of Payments

Table 14

(In millions of Eastern Caribbean dollars)

1997 1998 1999 20008 2001 1997°  1998"  1999"  2000°  2001°
Net Foreign Assets 21.0 49.0 549  (73.5) 95.3 Current Account (127.9) (163.0) (207.1) (215.6) (161.1)
Central Bank (net) 1369 160.3 188.2 171.6 215.2 Goods and Services (94.5) (78.1) (162.0) (133.2) (113.0)
Commercial Banks (net) (115.9) (111.3) (133.3) (245.0) (119.9) Goods (742.7) (765.3) (852.8) (807.5) (797.0)
External (net) (25.5) 6.7 71 (47.4) (19.3) Merchandise (801.1) (819.5) (903.5) (869.3) (858.8)
Assets 1159 1603 4040 4254 466.1 Repair on Goods 25 26 0.0 0.0 0.0
Liabilities 1415 1536 3969 4727 485.4 Goods Procured in Ports
Other ECCB Territories (net) (90.3) (118.0) (140.4) (197.7) (100.6) by Carriers 55.9 51.6 50.7 61.8 61.8
Assets 42.8 32.3 28.3 39.5 39.7 Services 648.2 687.2 690.8 6743  684.0
Liabilities 1331 1503 168.7 237.2 140.3 Transportation 40.0 154 (5.8) 139 221
Travel 677.1 681.4 701.3 7016  650.9
Net Domestic Assets 1009.1 1138.6 1256.8 1,460.5 1,358.2 Insurance Services (34.0) 10.3 8.9 0.6 0.9
Other Business Services (31.1) (22.7) (20.8) (45.4) 71
Domestic Credit 1126.6 1254.3 1408.4 1,552.4 15519 Government Services (3.8) 2.8 71 3.6 3.1
Central Government (net) 2074 2386 2774 3035 289.3 Income (59.8) (79.7) (98.3) (106.6)  (90.2)
Other Public Sector (net) (45.9) (30.5) 12.2 15.5 10.8 Compensation of Employees - - - - -
Non-Bank Financial Institutions (net) ~ (30.9) (34.1) (32.1) (44.9) (63.5) Investment Income (59.8) (79.7) (98.3) (106.6)  (90.2)
Subsidiaries & Affiliates (net) (31.0) (22.8) (45.0) (29.8) (33.4) Current Transfers 26.4 (5.2) 53.3 24.2 42.0
Private Sector 1027.0 1103.2 1196.0 1,308.6 1,348.7 General Government (1.9 0.7 4.2 5.0 74
Other Sectors 28.4 (5.9) 49.1 19.2 34.6
Other Items (net) (117.5) (115.8) (151.6) (91.92) (193.7)
Capital and Financial Account 135.9 186.4 235.1 1989  204.8
Money Supply (M2) 1030.1 11875 13117 1,387.0 14533 Capital Account 24.8 36.5 27.8 48.0 39.8
Currency 66.5 79.8 85.0 84.6 78.1 Capital Transfers 248 36.5 27.8 454 39.8
Demand Deposits 1758 2189 2176  199.7 229.0 Acquisition & Disposal of Non-
Savings Deposits 393.3 4536 4713 4835 511.6 Produced, Non-Financial Assets - - - -
Time Deposits 3415 3727 4675 5226 554.3 Financial Account 1111 149.9 207.3 1509  165.0
Foreign Currency Deposits 52.9 62.5 70.3 96.5 80.6 Direct Investment 62.0 74.1 98.6 89.5 145.1
Portfolio Investment - (0.8) 73 6.1 6.2
Other Investment 49.2 76.6 101.4 55.3 13.7
RSource: ECCB Public Sector Long Term 19 (2.2) 13.6 (12.7) 10.9
=Revised Other Public Sector Capital 6.2 11.8 27.8 29.1 224
Data as at April 5, 2002 Commercial Banks 103.3 (4.6) 22.0 1117 (125.2)
Other Assets (6.5) (55.1) (9.5) (1.0) (1.0)
Other Liabilities* (55.7) 126.7 47.4 (71.8)  106.6
Overall Balance 8.0 234 28.0 (16.7) 437
Financing (8.0) (23.4) (28.0) 16.7  (43.7)
Change in SDR Holdings - - - - -
Change in Reserve Position
with the Fund - - - -
Change in Government Foreign
Assets - - - - -
Change in Imputed Reserves (8.0) (23.4) (28.0) 16.7  (43.7)

Source: ECCB and Statistics Division
: =Revised
= Preliminary
* Includes errors & omissions
Data as at May 1, 2002
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Table 15
Dominica - Selected Economic Indicators

Table 16
Dominica - Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1997°  1998%  1999°

2000"

2001

1997F  1998R 19997  2000%R 20017
(Annual percentage change unless otherwise stated) Current Revenue 188.6 2050 2008 2141 1997
National Income and Prices Tax Revenue 1549 1730 1686 1816 1619
Nominal GDP at basic prices 32 55 42 3 @27 Taxes on Income & Profits 417 510 482 635 446
Real GDP at basic prices 2.0 2.8 16 0.7 (4.6) Of which:
GDP Deflator 12 26 25 06 19 Personal 238 286 311 32 301
Consumer Prices (end of period) 23 14 0.0 11 19 Company 19.4 23.6 18.6 296  16.0
Consumer Prices (period average) 24 1.0 12 09 1.9 Taxes on Property 2.1 2.1 2.5 25 24
Taxes on Domestic Goods
Real GDP at basic prices by Selected Sectors Of& ﬁ_erhv.lces 245 256 260 269 300
Agriculture 15 2.0 2.1 11) (114 which.
Mganufacturin ( 2 5) (16 8) (1(7 3; ( 85) ((14 8; Sales Tax o121l 125 108
facluring : : ' ' ' Consumption Duty 5.0 52 54 51 50
EIectnmtyland Water 75 93 52 25 27 Hotel Occupancy Tax 05 05 07 06 06
Construction ' (.7 (4.) 3.7 20 (4.6) Taxes on International
Wholesale and Retail 25 26 25 25 (30 Trade & Transactions 866 943 919 887 849
Hotel and Restaurant 20 (4.0) 43 (5.6) (4.1) Of which:
Transportation (0.2) 36 13 (2.0 (6.5) Consumption Duty (imports) 55.4 62.0 58.1 49.9 494
Communications 12.9 11.0 12.6 (4.4) (7.7 Import Duty 232 234 246 254 211
Banks and Insurance (4.2) 8.0 6.8 03 22 Service Charge (imports) 33 34 3.7 57 65
Government Services 29 55 0.2 44 44 Non-Tax Revenue 3.7 320 821 825 318
Other Services 20 39 31 (09 05 Current Expenditure 1847 1948 2065 2257 227.9
(as a percentage of GDP) Personal Emoluments 1055  108.3 1165 1214 1233
External Sector Goods & Services 29.4 338 344 299 315
Current Account Balance (10.6)  (4.8) (149)  (22.6) (18.0) Interest Payments 165 18.9 196 419 368
Overall Balance 04 10 39 02 15 Foreign 42 29 T4 248 181
Domestic 12.4 16.1 12.3 171 217
Trade Balance 21.1 17.3 25.3 28.1 26.8 .
£ | Debt (end of period 363 35.0 13 366 436 Transfers & Subsidies 33.2 33.7 36.0 325 363
xternal Debt (end of period) : : : : : Of which: Pensions 70 82 89 95 104
Central Government Current Account Balance 38 102 (5.8) (115 (28.2)
Current Account Balance 0.6 15 (0.8) (1.6) (4.0)
Current Revenue 285 29.3 27.8 29.4 28.1 Capital Revenue 85 54 31 2.6 32
Current Expenditure 27.9 27.8 28.6 31.0 32.1 Grants . 47 24.3 116 257 343
Capital Expenditure and Net Lending ~ 4.9 6.4 11.0 79 9.9 Of which: Capital Grants 47 243 116 27 343
Overall Fiscal Balance @3 @7 (©8 (6 (86 Capital Expenditure & NetLending 326 450 798 578 702
(per cent per annum) Overall Balance (15.5) (5.1)  (70.8) (40.9) (61.0)
Monetary Sector . .
Weighted Deposit Interest Rates 43 4.0 4.0 37 4.0 F'Sg;%gi ﬁg i 15'91) 723 (zto':) Gég
Weighted Lending Interest Rates 11.0 112 117 10.6 11.0 ECCB (net) 01 (1.4) ©03) (06 (L7
o . Commercial Banks (net) (3.5) (21.5) 8.1 104 226
(in millions of EC Dollars, unless otherwise stated) Other 18.3 11.0 (2.3) 344 (12.6)
Memo External 38 10.9 70.5 512 332
Nominal GDP at basic prices 554.7  585.1 609.7 617.3  600.5 Net Amortisation 04 6.2 75 170 389
Real GDP at basic prices 4313 4432 450.5 453.6 432.8 Dist(sements 15.6 13.8 13.8 223 444
Nominal GDP at Market Prices 6616 7005 7228 7280 7105 Amortisation (153 (7.6) (63 (54 (59
GDP Per Capita (EC$) 7344 7,701 8016 8108 8,467 Change in Govt. Foreign Assets 1612 ) (72 (57)
Merchandise Imports (f.0.b) 2808 2887 3330 3512 3106 Ar?ézz Foreign Financing (31'28) Zi ézf) ‘1“11;‘ 182
Merchar?dllse ExportsA(f.o.b) 141.3 167.2 146.7 147.0 120.0 Domestic 2.0) 10.0 (1.4) 134 (172)
Gross Visitor Expenditure 130.3 125.6 132.0 135.2 130.0 External 1.2 3.9) (4.0) 10 24

Source: Central Statistical Office in Dominica, and ECCB

"= Revised

P .
= Preliminary

Data as at April 19, 2002

RSource: Ministry of Finance and EF(;CB
= Revised = Preliminary
Data as at April 19, 2002
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Dominica - Monetary Survey

Table 17

(In millions of Eastern Caribbean Dollars at end of Period)

Table 18

Dominica - Balance of Payments
(In millions of Eastern Caribbean dollars)

1997 1998 1999 2000 2001° 1997R  1998%  1999R  2000%  2001°
Net Foreign Assets 64.7 911 1254 66.3 1058 Current Account (69.9)  (33.5) (107.5) (164.7) (127.9)
Central Bank (net) 64.5 747 85.2 79.3 84.3 Goods and Services (52.2)  (25.5) (74.8) (95.8) (90.3)
Commercial Banks (net) 0.2 16.5 402 (12.9) 215 Goods (136.5) (118.4) (181.9) (201.1) (188.0)
External (net) 9.9 30.8 421 75 15.6 Merchandise (139.6) (121.5) (182.7) (204.3) (190.6)
Assets 1028 1331 137.0 945 105.7 Repair on Goods 0.0 0.0 0.0 0.0 0.0
Liabilities 929 1023 94.8 87.0 90.1 Goods Procured in Ports
Other ECCB Territories 9.7 (14.3) (1.9)  (20.5) 5.9 by Carriers 31 32 0.8 31 26
Assets 135 6.9 25.8 26.1 326 Services 84.3 928 1071  105.3 97.8
Liabilities 23.2 21.2 21.7 46.6 26.7 Transportation (38.3) (32.0) (36.5) (39.6) (34.2)
Travel 1105 1034  106.7 1111 106.6
Net Domestic Assets 316.3  333.2 3429 4047  406.3 Insurance Services (4.0 (5.4) 4.3 (3.4) (2.8)
Other Business Services 19.2 38.2 46.8 47.0 40.0
Domestic Credit 370.6 4019 4204 4917 503.7 Government Services (3.1) (114) (5.5) 9.7) (119
Central Government (net) 745 515 59.5 69.3 90.1 Income (45.7)  (42.4) (69.3) (101.6) (75.6)
Other Public Sector (net) (27.0)  (14.3) (10.6) 55 10.0 Compensation of Employees 0.1) 0.7 19 17 17
Non-Bank Financial Institutions (net)  (60.3)  (43.4)  (43.9) (35.8) (37.7) Investment Income (45.6) (43.0) (71.1) (103.3) (77.3)
Subsidiaries & Affiliates (net) (3.0) (1.9) (4.5) (1.3) 16 Current Transfers 28.0 34.4 36.6 32.7 379
Private Sector 386.3 4100 4198 4541 439.6 General Government 26 8.9 8.7 40 8.2
Other Sectors 254 25.6 279 28.7 29.7
Other Items (54.3) (68.7) (77.5) (87.0) (97.5)
Capital and Financial Account 1.7 425 1372 166.0 138.6
Money Supply (M2) 381.0 4243 4683 4710 5121 Capital Account 60.8 39.8 31.8 384 52.0
Currency with the Public 28.2 29.1 34.1 35.4 34.6 Capital Transfers 60.8 333 322 42.0 52.0
Demand Deposits 46.5 56.3 727 54.9 57.0 Acquisition & Disposal of non-
Savings Deposits 2025 2086  236.7 249.0 254.0 produced, non-financial assets 0.0 0.0 05 (3.8) -
Time Deposits 965  120.2 1118 121.7 1506 Financial Account 10.9 26 1054 127.8 86.6
Foreign Currency Deposits 7.3 10.1 12.9 10.0 159 Direct Investment 57.0 17.6 48.5 29.2 38.2
Portfolio Investment (0.5) 35 77.6 36.8 24
Other Investment (42.4) (16.0) (20.7) 61.8 46.1
PSource: ECCB Public Sector Long Term 26 40 5.6 26.5 61.1
= Preliminary Other Public Sector Capital 25 44 1.6 0.0 0.2
Data as at April 19, 2002 Commercial Banks 91 (16.3) (23.8) 532 (34.5)
Other Assets (8.1) (145) (10.6) (28.1) (12.9)
Other Liabilities* (51.8) 39 6.5 10.1 32.1
Overall Balance 18 9.0 29.7 13 10.7
Financing (1.8) (9.0) (29.7) (1.3) (10.7)
Change in SDR Holdings - - 0.0 0.0 -
Change in Reserve Position
with the Fund (1.5) 0.0 0.0 0.0 -
Change in Government Foreign
Assets 16 12 (19.1) (7.2)  (5.7)
Change in Imputed Reserves (1.9) (10.2) (10.5) 59 (5.0

Source: ECCB and Statistics Department

R=Revised

P= Preliminary

* Includes errors & omissions
Data as at April 18, 2002
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Table 19

Grenada - Selected Economic Indicators

Table 20
Grenada - Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1997F  1998R  1999R 20007  2001° 1997R 1998%  1999R  2000R 2001
(Annual percentage change unless otherwise stated) Current Revenue 2059 2301 2718 2973 2828
National | d Pri
Na |qnal ggopmezn . r|c§s 129 91 82 73 0.7 Tax Revenue 185.8 207.0 236.3 265.2 254.6
ominal GDP at basic prices - : : 300 Taxes on Income & Profits 20 247 400 521 572
Real GDP at basic prices 42 73 75 6.6 (3.4) ah
Of which:
GDP Deflator 47 16 0.6 0.7 28 Personalt 53 46 54 6.7 8.4
Consumer Prices (end of period) 038 12 1.0 35 25 Company? 16.5 19.7 34.1 44.7 46.7
Consumer Prices (period average) 13 13 0.6 22 32 Taxes on Property 48 5.8 93 9.3 10.0
Taxes on Domestic Goods
Real GDP at basic prices by Selected Sectors & Services 39.0 425 428 511 44.9
Agriculture ®6 (12 100 (22 (33 O(/W:"Chi tded T o5 0 0 o5 00
Manufacturi 114 141 121 138 (76 alue-adoed "ax : : : : '
Ela”u_a_c urlndi e o5 s e o 0) Consumption Duty 188 207 233 264 259
ectricity and Water : : : : : Stamp Duty 32 44 26 3.0 238
Construction . 14.1 16.9 9.3 158  (14.7) Licences 6.8 77 65 93 56
Wholesale and Retail 8.0 5.6 54 40 (3.2) Taxes on International
Hotel and Restaurant 36 21 112 29 (4.3) Trade & Transactions 120.1 1339 1443 1528 1425
Transportation 18.8 5.6 48 (0.5) (2.1) Of which:
Communications 10.1 24.9 115 20.9 (11.5) Import Duty 214 30.2 322 34.0 319
Banks and Insurance 92 100 115 10.2 6.1 Consumption Tax 68.9 751 791 814 87
Government Services 16 44 35 (2.6) 43 Customs Service Charge 19.7 22.1 23.6 21.2 25.2
Other Services 66 40 49 15.9 45 Non-Tax Revenue 20.1 231 355 321 28.2
Current Expenditure 199.8 221.0 229.2 230.5 258.1
(as a percentage of GDP)
External Sector Personal Emoluments 110.7 1153  120.2 1144 1276
Current Account Balance (22.3)  (22.9) (12.6) (202) (17.1) Goods & Services 321 3.7 349 47 527
Overall Balance 23 12 12 16 16 Interest Payment 19.4 14.8 24.9 24.2 27.9
Trade Balance 410 403 304 351 345 E}‘(’{Ef:;l" 122 Zg 128 11;; 1(7)8
External Debt (end of period) 29.7 26.7 274 315 35.8 Transfers & Subsidies 378 54.1 499 482 49.9
Of which: Pensions 113 12.9 118 12.0 14.2
Central Government
Current Account Balance 0.7 1.0 42 6.1 2.3 Current Account Balance 6.1 9.2 42.7 66.8 24.7
Current Revenue 25.0 24.3 26.6 27.1 26.3 )
Current Expenditure 243 233 25 210 240 gf;r']‘tg' Revenue 3‘1‘2 ;gé ?ﬂ 32(75 433
Capital Expenditure and Net Lending 8.6 85 10.4 12.3 15.1 Of which: ' ' ' ' '
Overall Fiscal Balance (2.3) (3.0) (2.8) (3.2) (8.6) Capital Grants 216 26.6 311 259 2336
(per cent per annum) Capital Expenditure 70.7 80.0 1064 1352 1626
Monetary Sector
Weighted Deposit Interest Rates 4.0 43 43 4.2 4.2 Overall Balance (188) (28.1) (289 (35.0) (922)
Weighted Lending Interest Rates 115 118 117 115 10.1 Financing 18.8 28.1 28.9 35.0 92.2
Domestic (25.7) 07) (88 294 265
(in millions of EC Dollars, unless otherwise stated) ECCB (net) (4.3) (2.8) (2.8) (2.8) 1.0
Memo Commercial Banks (net) 19.5 (2.1) (249 19.0 339
Nominal GDP at basic prices 7062 7702 8331 8940  887.9 Other (40.8) 42 189 131 (84)
Real GDP at basic prices 5645 6058 6513 6941  670.7 External 303 138 278 219 420
Nominal GDP at Market Prices 8233 9467 10202 10978 10753 Net Amorisation 803 138 296 2L3 420
. Disbursements 42.9 24.8 42.9 42.6 63.2
GDP Per Capita (EC$) 7,098 7,694 8,273 8,816 8,800 L
Merchandise | s (fob 4182 4940 1982 5064 5315 Amortisation (12.5) (11.0)  (13.3) (21.3) (21.2)
erchandise Imports (f.0.b) : : : - : Change in Govt. Foreign Assets 00 00 (18 06 00
Merchandise Exports (f.0.b) 80.4 112.3 187.6 2110 160.7 Arrears 14.1 15.0 99  (16.2) 23.7
Gross Visitor Expenditure 2118 2244 238.1 250.2 225.3 Domestic 10.6 10.6 84  (12.2) 0.0
External 35 44 15 (4.0 0.0

Source: Central Statistical Office in Grenada, and ECCB

® = Revised
= Preliminary
Data as at June 10, 2002

SRource: Ministry of Finance and ECCB

= Revised
!Includes Debt Service Levy ?Includes Business Levy
Data as at April 22, 2002
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Table 21
Grenada - Monetary Survey

(In millions of Eastern Caribbean Dollars at end of period)

Table 22
Grenada - Balance of Payments
(In millions of Eastern Caribbean dollars)

1997 1998 1999 2000 2001 1997R  1998%  1999R  2000R 2001°
Net Foreign Assets 85.0 882 1338 136.7 2035 Current Account (181.3) (217.2) (128.8) (224.5) (203.1)
Central Bank (net) 115.2 126.4 1373 1557 1726 Goods and Services (195.6) (233.7) (108.7) (186.2) (193.5)
Commercial Banks (net) (30.2) (38.2) (3.5) (19.0) 30.9 Goods (329.7) (370.1) (297.8) (368.3) (370.7)
External (net) (42.6) (59.9) (39.5) (65.4) (33.8) Merchandise (337.9) (381.7) (310.6) (385.4) (370.7)
Assets 128.4 1193 1550 1365 2245 Repair on Goods 0.0 0.0 0.0 0.0 -
Liabilities 1711 1792 1945 2018 2583 Goods Procured in Ports

Other ECCB Territories (net) 124 21.7 36.0 46.3 64.7 by Carriers 8.2 117 12.9 17.1 0.0
Assets 25.6 29.1 413 52.0 76.2 Services 134.1 136.4 189.1 1821 1773
Liabilities 132 74 53 5.7 115 Transportation (62.4) (77.3) (66.8) (76.9)  (66.8)
Travel 197.0 209.0 219.0 2295  205.2
Net Domestic Assets 586.6 662.3 7208 849.2 886.8 Insurance Services (12.8) (13.0) (12.3) (13.6) (13.5)
Other Business Services 15.6 23.8 475 389 58.7
Domestic Credit 618.0 7078 7624 9115 968.0 Government Services (3.4) (6.1) 17 41 (6.4)
Central Government (net) 76.2 71.2 43.6 59.8 94.7 Income (43.8) (62.3) (71.9) (92.5) (72.9)
Other Public Sector (20.7)  (24.8) (34.9) (19.8) (5.5) Compensation of Employees 0.1 0.1 0.1 0.0 0.1
Non-Bank Financial Institutions (net) (25.4)  (23.4) (141) (6.9) (7.6) Investment Income (43.9) (62.3) (72.0) (92.6) (73.0)
Private Sector 588.0 684.7 7679 8784 8864 Current Transfers 58.1 78.8 51.8 543 63.3
General Government 38 25.2 (1.2) 6.2 9.2
Other Items (net) (31.4) (45.5) (41.6) (62.3) (81.1) Other Sectors 54.3 53.6 53.0 48.1 54.1
Money Supply (M2) 671.5 750.4 854.6 9858 1,090.4 Capital and Financial Account 202.1 2279 141.3 239.2 2135
Currency with the Public 58.3 64.1 64.7 71.1 70.2 Capital Account 85.8 77.2 84.2 80.1 96.4
Demand Deposits 86.2 953 1104 1112 1221 Capital Transfers 85.8 772 835 80.1 96.4

Savings Deposits 370.0 390.6 440.0 4938 540.0 Acquisition & Disposal of Non-
Time Deposits 123.8 170.8 197.1 240.7 2833 Produced, Non-Financial Assets 0.0 - 0.7 0.0 -
Foreign Currency Deposits 332 29.6 423 68.9 74.8 Financial Account 116.3 150.8 57.2 159.1 1171
Direct Investment 90.5 1315 112.2 96.4 92.6
Portfolio Investment (0.2) 0.2) 11 53.2 0.0
Source: ECCB Other Investment 25.9 19.5 (56.1) 95 24.6
Pz Preliminary Public Sector Long Term 239 6.5 25.3 213 42.0
Data as at April 23, 2002 Other Public Sector Capital 0.0 0.0 0.0 0.0 0.0
Commercial Banks 60.8 8.0 (34.7) 155  (49.9)
Other Assets (15.9) (10.3) (33.5) (29.9) (8.8)
Other Liabilities* (42.9) 15.2 (13.2) 26 41.3
Overall Balance 18.9 112 12.7 17.8 16.9
Financing (18.9) (11.2) (12.7) (17.8)  (16.9)
Change in SDR Holdings 0.0 0.0 - 0.0 -

Change in Reserve Position

with the Fund 0.0 0.0 0.0 -

Change in Government Foreign
Assets 0.0 0.0 (1.8) 0.6 0.0
Change in Imputed Reserves (18.9) (11.2) (10.9) (18.4)  (16.9)

Source: Central Statistical Department and ECCB

: =Revised

= Preliminary
* Includes errors & omissions
Data as at April 23, 2002
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Table 23
Montserrat - Selected Economic Indicators

Table 24
Montserrat - Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1997 1998" 1999°  2000° 2001 1997 1998 1999  2000%  2001°
(Annual percentage change unless otherwise stated) I — — — — —
National Income and Prices Tax Revenue 248 203 243 255 230
Nominal GDP at basic prices (15.3) (7.5) 9.3 (1.2) 41 Taxes on Income & Profits 9.0 6.6 76 96 110
Real GDP at basic prices (20.0) (10.2) (12.6) (3.0 (3.8) Of which:
GDP Deflator 58 29 37 13 8.2 Personal 78 6.4 6.8 73 9.4
Consumer Prices (end of period) 28 0.8 0.8 17 4.9 Company 1.2 0.2 08 24 14
Consumer Prices (period average) n.a. n.a. 4.6 05 4.7 Taxes on Property 0.9 05 0.8 0.8 0.6
Taxes on Domestic Goods
Real GDP at basic prices by Selected Sectors & Services 32 24 31 36 31
Agriculture (81.1) (33.3) 76 465  (17.3) Of which:
Manufacturing (45.2)  (84.9) 10.6 - - Hotel Occupancy Tax 0.1 0.1 0.1 0.0 -
Electricity and Water (41.2)  (33.3) 333 5.1 49 Insurance Company Levy 04 01 01 02 019
Construction 727 335 (13.5) (35.8) 7.7 Stamp Duty & Licenses 2.2 21 20 23 1.86
Wholesale and Retail (49.1) 345 (49 (166) (7.9 Taxes on International Trade
Hotel and Restaurant (42.9) 83 77 43 219 & Transactions 17 108 128 115 84
Transportation 3.9 (337) (17 (52 25 Of which:
Communications (299) 85 (135 336 (30.3) Import Duty 21212725 18
Banks and Insurance (234) 156 241 645 19 Consumption Tax 42383 43 38 28
Government Services 46 (1390 (171 (0.1) 2.6 Customs Service Charge 36 34 42 38 28
) ) ' ' : ' Foreign Currency Levy 09 14 11 09 0.7
Other Services (54.6) 20.0 53 13.6 47 Non-Tax Revenue 27 29 25 19 17
(as a percentage of GDP) — N =N =N =N =N
External Sector Personal Emoluments 26.1 18.7 19.9 20.6 22.9
Current Account Balance 4.9) 4.9) 4.2) (27.1)  (21.1) Goods & Services 285 28.1 31.3 23.2 222
Overall Balance 6.5 36.1 (30.2) (10.8) 6.1) Interest Payment 15 1.0 0.8 0.7 0.0
Trade Balance 49.1 48.6 51.3 53.4 472 Domestic 0.7 0.7 0.7 0.6 -
External Debt (end of period) 26.0 27.3 22.8 23.1 24.3 External 0.8 0.4 0.1 0.0 0.0
Transfers & Subsidies 6.4 10.8 5.9 5.1 6.0
Central Government Of which: Pensions 24 32 3.6 3.6 4.6
Current Account Balance (319) (351) (329) (245) (284) I _—— I
Current Revenue 25.1 23.0 28.2 30.3 26.4 — f— f— f— f— f—
Current Expenditure 57.0 58.1 61.1 54.8 54.8
Capital Expenditure and Net Lending 206  17.6 146 509  50.0 EE— - = - -
Overall Fiscal Balance 0.4 19 18 53 31 Capital Revenue - - - - -
Grants 57.2 55.0 46.7 73.0 76.0
(per cent per annum) Of which: Capital Grants 19.4 19.5 13.4 46.1 46.6
Monetary Sector I - EE e O Es .
Weighted Deposit Interest Rates 25 2.8 33 35 34 —— e —
Weighted Lending Interest Rates 124 12.1 114 114 116
1 - - - - -
(In millions of EC dollars, unless otherwise stated) Financing 0.4 (1.9 17 (4.8) (2.9)
Memo Domestic 1.0 (1.4) (1.9) (4.4 (2.7)
Nominal GDP at basic prices 95.8 88.6 80.3 79.3 82.6 ECCB (net) 0.8) (0.8) (0.5) 05 (1.1)
Real GDP at basic prices 76.7 69.0 60.3 585 56.3 Commercial Banks (net) (17.5) 74 6.9 39 (42
Nominal GDP at Market Prices 109.6 1008 94.7 905 933 Other 193 (79) (82 (88 (26)
GDP Per Capita (EC$) 15717 24,637 16,835 16,067 16,767 External (0.6)  (0.6) 02 (04 (02
Merchandise Imports (f.0.b) 759 523 520 514 460 Net Amortisation 06 (06 (02 (04 (02
Merchandise Exports (f.0.b) 221 33 34 30 20 Disbursements - - - - -
Gross Visitor Expenditure 128 151 220 240 193 Amortisation 06 (06 (02 (04 (02
Change in Govt. Foreign Assets - - 04 - -
Arrears - - - -
Source: Statistics Department in Montserrat, and ECCB Domestic - - - -
2 = Revised Foreign . . . .
= Preliminary
Data as at April 15, 2002 Source: Ministry of Finance and ECCB
=Revised = Preliminary

Data as at April 15, 2002
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Montserrat - Monetary Survey

Table 25

(In millions of Eastern Caribbean dollars at end of period)

Table 26

Montserrat - Balance of Payments
(In millions of Eastern Caribbean dollars)

1997 1998 1999 2000 2001 1997 1998  1999"  2000" 2001
Net Foreign Assets 992 1312 1335 1191 1302 Current Account (5.3) 5.0 (4.0)  (24.4) (19.7)
Central Bank (net) 30.5 66.9 379 28.1 337 Goods and Services (51.2) (74.1) (52.2) (56.4) (54.7)
Commercial Banks (net) 68.7 64.3 95.6 91.0 96.4 Goods (53.8)  (49.0) (48.6)  (48.3) (44.1)
External (net) 12.0 10.7 144 0.9) 40 Merchandise (53.8)  (49.0) (48.6) (48.4) (44.1)
Assets 28.0 311 35.8 216 26.7 Repair on Goods - - 0.0 - -
Liabilities 16.0 20.4 21.4 225 22.8 Goods Procured in Ports
Other ECCB Territories (net) 56.8 53.6 81.2 91.9 92.4 by Carriers 0.0 - 0.0 0.0 0.0
Assets 60.4 58.0 83.8 99.9 94.6 Services 26 (25.1) (3.6) (8.0) (10.6)
Liabilities 36 44 25 8.0 22 Transportation (5.3) (7.6) (6.3) (7.3) (6.9)
Travel 9.2 115 18.1 19.5 14.4
Net Domestic Assets (0.4) (13.8) (22.2) (18.0) (28.1) Insurance Services (3.0 (1.0 (0.8) (1.1) 0.9)
Other Business Services 85 9.1 10.1 32 32
Domestic Credit 18.5 (1.4) (1.6) 26 (3.2) Government Services (6.8) (37.1) (24.7)  (22.4) (20.4)
Central Government (Net) (25.4) (18.8) (12.5) (8.2) (13.5) Income (6.3) (4.8) (16.0) (7.3) (7.5)
Other Public Sector 4.7) (7.5) (8.8) (10.6) (13.2) Compensation of Employees - - - - -
Non-Bank Financial Institutions (net) (8.2) (7.6) (3.00 (1.8) (0.4 Investment Income (6.3) (4.8) (16.0) (7.3) (7.5
Subsidiaries & Affiliates (net) (0.6) 0.2) - - - Current Transfers 52.1 83.8 64.3 39.2 424
Private Sector 57.4 328 227 23.1 239 General Government 35.0 85.8 54.0 39.2 425
Other Sectors 17.1 (2.0 10.3 0.0 0.0
Other Items (net) (18.9) (12.4) (20.6) (20.6) (24.9)
Capital and Financial Account 124 314 (24.6) 14.6 25.3
Money Supply (M2) 98.8 1174 1113 1011  102.0 Capital Account 9.6 9.7 36 6.5 20.2
Currency with the Public 175 133 13.4 9.7 118 Capital Transfers 9.6 9.7 36 6.5 20.2
Demand Deposits 16.7 241 18.1 16.5 13.6 Acquisition & Disposal of Non-
Savings Deposits 56.7 73.9 72.2 69.2 69.9 Produced, Non-Financial Assets - - - - -
Time Deposits 54 39 4.0 3.6 4.3 Financial Account 28 217 (28.2) 8.1 51
Foreign Currency Deposits 24 2.3 37 21 24 Direct Investment 6.9 6.9 22.2 9.3 9.6
Portfolio Investment 0.2 03 (0.2) 15 15
Other Investment (4.3) 14.6 (50.3) (2.8) (6.0)
Source: ECCB Public Sector Long Term (1.9) (1.1) 0.3 0.4) 0.2)
Data as at April 15, 2002 Other Public Sector Capital - - - - -
Commercial Banks (29.7) 44 (31.3) 4.6 (5.4)
Other Assets (3.3 (2.9) (25) (12.4) (1249
Other Liabilities* 30.6 141 (16.2) 55 12.0
Overall Balance 71 36.4 (28.7) 9.8) 5.6
Financing (7.1)  (36.4) (28.7) 9.8 (5.6)
Change in SDR Holdings - - - - -
Change in Reserve Position
with the Fund - - - -
Change in Government Foreign
Assets - - (0.4) - -
Change in Imputed Reserves (7.1)  (36.4) 29.0 9.8 (5.6)

Source: ECCB and Statistics Departments

R =Revised

P = Preliminary

* Includes errors & omissions
Data as at April 19, 2002




Tables

Table 27
St Kitts and Nevis - Selected Economic Indicators

Table 28
St Kitts and Nevis - Central Government Fiscal Operations*
(In millions of Eastern Caribbean dollars)

. . . . . 1997F  1998%  1999%  2000% 20017
1997 1998 1999 2000 2001
(Annual percentage change unless otherwise istated) Current Revenue 220.0 2367 2520 2857 2621
National Income and Prices
Nominal GDP at basic prices 125 43 63 106 39 Tax Revenue 1624 1754 1835  189.0 1946
Real GDP at basic pricest 73 10 37 55 20 Taxes on Income & Profits 384 47.3 495 59.2 57.7
GDP Deflator 48 33 25 48 18 Of which:
Consumer Prices (end of period) 113 0.9 22 31 2.6 (S:gé?zzleilrvices Levy ig(l) ‘;’2; i;g i;? ggg
Consumer Prices (period average) 8.7 36 34 21 20 Taxes on Property 39 36 34 39 a4
. Taxes on Domestic Goods
Real QDP at basic prices by Selected Sectors & Services 35 386 381 311 382
Agriculture 20.7 (11.7) 9.1) (8.5) 111 Of which:
Manufacturing 112 0.9) 8.0 113 (8.9) Hotel Room Tax 92 88 94 47 10.0
Electricity and Water 13.3 6.3 (1.1) 11.0 39 Licenses 6.2 58 54 51 48
Construction 6.0 7.0 12.6 29.2 43 Gasolene Levy 31 58 6.0 22 37
Wholesale and Retail 5.6 4.2 3.7 (32) 21 Taxes on International Trade
Hotel and Restaurant 52 22 (126) (23.4) 39 & Transactions 86.5 86.0 925 4.7 942
Transportation 6.7 (0.5) 17 79 41 Of which:
Communications 5.6 0.9 10.0 0.7 47 Import Duty 35.0 35.6 38.9 40.3 312
Banks and Insurance 12.8 (0.1) 34 116 0.9) Consumption Tax 371 38.1 40.8 415 44.0
Government Services 31 47 27 25 2.6 Customs Service Charge 95 9.4 10.0 10.1 13.7
Other Services 35 (3.0) 40 40 30 Non-Tax Revenue 57.6 61.3 68.4 66.7 67.5
(as a percentage of GDP) Current Expenditure 209.9 2338 2686  300.7 307.0
External Sector
Current Account Balance (2.4) (144) (276) (19.0) (30.1) Personal Emo!uments 106.6 118.6 128.1 137.1 1403
Overall Balance 13 39 07 (1.3) 32 Goods & Services 60.3 64.9 77.4 87.8 79.5
Interest Payment 20.9 24.7 32.0 42.6 52.4
Trade Balance 314 31.0 29.8 36.6 336 )
External Debt (end of period) 202 434 502 491 500 Domestic ler 12 196 290 340
External 41 75 124 13.6 185
Transfers & Subsidies 22.2 25.5 31.2 33.2 34.7
Central Government Of which: Pensions 131 132 139 158 171
Current Account Balance 14 04 (2.0 (5.1) (4.8)
Current Revenue 296 305 306 287 28.3 Current Account Balance 10.0 30  (167) (45.0) (44.9)
Current Expenditure 28.3 30.2 32.7 33.7 33.1
Capital Expenditure and Net Lending 6.1 8.3 110 112 10.7 Capital Revenue 12 0.8 13 5.7 37
Overall Fiscal Balance (4.3) (7.7) (11.9) (14.8) (14.6) Grants 2.0 0.6 7.6 75 4.6
Of which: Capital Grants 20 05 76 73 40
(per cent per annum) Capital Expenditure & NetLending 453 641 903 1002  99.0
Monetary Sector
Weighted Deposit Interest Rates 41 42 43 43 42 Overall Balance (320)  (59.7) (98.1) (132.1) (135.6)
Weighted Lending Interest Rates 113 113 112 111 111 Financing 320 50.7 981 1324 135.6
N ) Domestic (28.6) 184 615  125.1 232
(in millions of EC dollars, unless otherwise stated) ECCB (net) 3.1) (10.1) 85 70 ©.7)
Memo Commercial Banks (net) (30.8) 435 375 1074 140
Nominal GDP at basic prices 625.1 652.0  693.3 766.5 796.3 Other 5.3 (15.1) 155 10.7 9.9
Real GDP at basic prices 496.3 5014 5201 548.9 559.9 External 60.6 4.4 36.1 57 1110
Nominal GDP at Market Prices 742.3 775.2 822.7 891.2 927.5 Net Amortisation 615 482 36.0 59 1107
GDP Per Capita (EC$) 15,343 16,248 16,407 17,224 17,372 Disbursements 68.2 57.2 49.0 259 1291
Merchandise Imports (f.0.b) 353.0 3531 3648 4656 4495 Amortisation (6.8) (8.9) (13.0) (20.0) (18.4)
Merchandise Exports (f.0.b) 119.6 113.0 119.7 139.6 138.1 Change in Govt. Foreign Assets (0.9) (6.9) 0.1 (0.1) 0.2
Gross Visitor Expenditure 1937 2053 1827 1578  167.0 Arrears 0.0 0.0 05 12 15
Domestic 0.0 0.0 0.0 0.0 0.0
External 0.0 0.0 05 12 15

Source: Statistics Department in St Kitts and Nevis, and ECCB

: =Revised
= Preliminary
Data as at April 18, 2002

Source: Ministry of Finance and ECCB
;Includes Nevis Island Admipnistration

= Revised = Preliminary
Data as at April 18, 2002
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Table 29

St Kitts and Nevis - Monetary Survey
(In millions of Eastern Caribbean dollars at end of period)

Table 30

St Kitts and Nevis - Balance of Payments
(In millions of Eastern Caribbean dollars)

19977 1998%  1999% 2000 2001 1997 1998%  1999%  2000% 2001°
Net Foreign Assets 1400 1755 995 1525 2380 Current Account (166.5) (112.0) (226.7) (169.6) (279.6)
Central Bank (net) 973 1263 1336 1217 1520 Goods and Services (151.0) (116.6) (205.3) (260.0) (242.1)
Commercial Banks (net) 427 49.2  (34.1) 30.7  86.0 Goods (230.8) (233.8) (243.6) (320.7) (306.1)
External (net) (524) 359 (56.5) 193 196.9 Merchandise (233.4)  (240.1) (245.2) (326.1) (311.5)
Assets 208.9 2409 1781 2469 3735 Repair on Goods 0.0 0.0 0.0 0.0 0.0
Liabilities 2612 2050 2347 2216 1767 Goods Procured in Portsy
Other ECCB Territories (net) 95.0 132 225 114 (110.9) by Carriers 26 6.4 15 5.4 53
Assets 1202 919 1258 1541 735 Services 798 1171 383 606 640
Liabilities 252 78.7 103.4 1427 1844 Transportation (50.1) (50.1) (56.8)  (56.3) (55.4)
Travel 177.7 188.6 164.3 1341 1422
Net Domestic Assets 385.1 3704  507.9 624.2 556.2 Insurance Services (11.1) (6.5) (14.7)  (14.4) (14.3)
Other Business Services (31.4) (10.3) (51.5) (2.2) 9.3
Domestic Credit 484.3 512.2 628.0 7639 752.8 Government Services (5.3) (4.5) (3.0) (0.6) 0.8
Central Government (net) 79.1 1125 1586 2730 286.2 Income (56.2) (68.5) (76.7)  (78.7) (90.8)
Other Public Sector (net) (91.7) (139.4) (107.0) (150.7) (154.2) Compensation of Employees (6.4) (0.8) 00 (58) (54)
Non-Bank Financial Institutions (net) ~ (4.0) ~ (0.2)  (35)  (38) (4.5) Investment Income (49.8)  (67.7)  (76.7) (73.0) (85.4)
Subsidies & Affiliates (net) (20.1) (24.4) (30.2) (35.1) (50.0 Current Transfers 40.7 73.1 55.3 169.2 53.3
Private Sector 521.1 563.7 610.2 680.5 675.3 General Government (5.0) (2.0) (0.8) (4.0) 08
Other Sectors 458 75.2 56.2 173.2 52.4
Other Items (net) (99.3) (141.8) (120.1) (139.7) (196.6)
Capital and Financial Account 176.4 141.9 232.6 157.9  309.7
Money Supply (M2) 5250 5459 6074 7767 7942 Capital Account 13 23 157 331 383
Currency with the Public 319 35.8 415 406  36.1 Capital Transfers 11.3 223 15.7 33.1 38.3
Demand Deposits 50.3 55.6 64.6 695 70.1 Acquisition & Disposal of non-
Savings Deposits 2288 2396 2670 2871 3059 produced, non-financial assets 0.0 0.0 0.0 0.0 0.0
Time Deposits 933 1108 1153 1303 1473 Financial Account 1651 1196 2169 1248 2714
Foreign Currency Deposits 120.8 104.1 119.0 249.1 2348 Direct Investment 53.1 86.2 155.9 259.8 223.8
Portfolio Investment 41.7 6.1 38.7 16.5 95.1
Other Investment 70.3 27.4 224 (151.5) (47.4)
Source: ECCB Public Sector Long Term 88.8 4138 400 (174) 131
= Revised Commercial Banks (46.7) (6.5) 832  (64.8) (55.3)
Data as at April 15, 2002 Other Assets (8.9) (9.7)  (249) (29.0) (25.3)
Other Liabilities* 371 18  (76.0) (40.3) 201
Overall Balance 9.9 29.9 58  (11.8) 30.1
Financing 9.9) (29.9) (5.8) 118 (30.1)
Change in SDR Holdings 0.0 0.0 0.0 0.0 0.0
Change in Reserve Position with
the Fund 00 6.0 (0.2) 0.0 00
Change in Government Foreign (0.9) (6.9) 0.1 0.1) 0.2
Assets
Change in Imputed Reserves 9.0 (29.0) (7.3) 118 (30.3)

Source: ECCB and Statistics Department

* = Revised

Pz Preliminary

* Includes errors & omissions
Data as at April 18, 2002
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Table 31 Table 32
St Lucia - Selected Economic Indicators St Lucia - Central Government Fiscal Operations*
(In millions of Eastern Caribbean dollars)

1997° 1908 1999  2000° 2001 1997 1998 1999 20007 2001
(Annual percentage change unless otherwise stated) Current Revenue 378.9 4236 4824 4926 4419
National Income and Prices
Nominal GDP at basic prices 30 7.0 49 33 (4.0) Tax Revenue 3511 3889 4148 4362 3972
Real GDP at basic prices 06 31 31 02 (5.4) Taxes on Income & Profits 1014 1078 1171  136.7 1337
GDP Deflator 24 39 18 31 14 Of which:
Consumer Prices (end of period) 07 36 6.1 03 21 Personal 428 403 446 482 492
Consumer Prices (period average) 0.3 28 35 37 19 Company 431 389 507 627 626
Taxes on Property 2.0 12 0.7 19 13
Real GDP at basic prices by Selected Sectors ;&fl);\?;:: Domestic Goods & Services ~ 49.6 53.8 54.4 81.6 70.9
Agriculture . (17.9) 31 (17.6) 26 (24.4) Excise Tax 13 12 12 %4 2292
Manufacturing 03 (12 4228 (42 Consumption Duty 11 124 114 109 53
Electricity and Water 75 82 71 72 36 Hotel Occupancy Tax 139 150 181 212 209
Construction 04 105 12.8 (4.6) (5.0) Taxes on International Trade
Wholesale and Retail 32 11 29 (64) (159 & Transactions 1980 2261 2426 2161 1013
Hotel and Restaurant 10.6 24 42 27  (10.5) Of which:
Transportation 16 28 5.2 (t3) (61 Consumption Duty (imports) 939 1222 1239 99 938
Communications (0.6) 28 6.2 55 118 Import Duty 63.1 68.5 74.6 655 537
Banks and Insurance 76 5.0 88 3.0 2.5 Service Charge (imports) 318 289 35.8 344 288
Government Services 04 15 12 13 11 Non-Tax Revenue 27.8 34.7 67.7 564 447
Other Services 8130 82 8@y Current Expenditure 3203 3277 3618 3705 4059
(as a percentage of GDP) Personal Emoluments 1738 1787 1984 2038 2153
External Sector Goods & Services 66.9 60.9 713 722 738
Current Account Balance (13.6)  (10.5) (11.8) (7.8) (9.3) Interest Payment 16.1 19.9 27.0 270 458
Overall Balance 0.9 24 1.2 12 15 Domestic 85 142 188 184 249
Trade Balance 40.0 37.0 38.3 36.9 32.8 Foreign 75 57 8.2 87 210
External Debt (end of period) 240 231 24.1 259 332 Transfers & Subsidies 635 683 651 675 710
Of which: Pensions 215 20.6 26.5 330 312

Central Government
Current Account Balance (after grants) 58.6 959 120.6 1221 36.0

Current Account Balance 38 5.7 6.7 6.6 20
Current Revenue 24.3 25.0 26.7 26.5 24.8 .

Current Expenditure 205 193 200 199 228 gap"ta' Revenue 213 62; 623 gg 1%2
Capital Expenditure and Net Lending 6.1 5.8 7.0 8.1 6.9 ;nwshich: Capital Grants 21:9 62:3 62:8 3:5 17:5

Overall Fiscal Balance (0.9) 38 34 (1.3) (3.8)
Capital Expenditure & Net Lending 95.8 99.1 125.8 151.0 1229

(per cent per annum)

Monetary Sector Overall Balance (after grants) (13.5) 64.2 60.7 (25.1) (68.0)
Weighted Deposit Interest Rates 46 48 48 49 48 Financing 135 (642) (607) 51 680
Weighted Lending Interest Rates 12.8 112 13.1 13.1 12.8 Domestic 27 (753 (619) (381) 249
(in millions of EC dollars, unless otherwise stated) Egﬁigi& Banks (net) (11.?(3 (1(;;; (2(32; (1(;12; (347..74)
Memlo o Other 27 (59.8) (37.0) (16.1) 522
Nominal GDP at basic prices 1,3379 14322 15026 1,551.7 1,488.9 External 10.7 111 08 573 431
Real GDP at basic prices 1,090.7 11242 1,159.0 11,1614 1,099.0 Net Amortisation 10.7 26.1 111 674 431
Nominal GDP at Market Prices 15615 16975 18079 18608 1,7829 Disbursements 236 46.9 28.4 87.1 94.4
GDP Per Capita (EC$) 8,842 9,425 9,776 10,009 9,422 Amortisation (12.8) (20.8) (17.3) (19.7) (51.3)
Merchandise Imports (f.0.b) 789.2 7965 842.4 8316  698.6 Change in Govt. Foreign Assets - (15.0) (10.3) (10.1) -
Merchandise Exports (f.0.b) 165.4 167.9 150.3 144.3 1134 Arrears - - 04 59 -
Gross Visitor Expenditure 683.9  749.6 752.1 8029  695.9 Domestic - - - -- -
External - - 04 5.9 -

RSource: Statistics Department in St Lucig, and ECCB
=Revised = Preliminary
Data as at April 18, 2002

Source: Ministry of Finance, Treasury Department and ECCB
*Data for 1998 - 2001 are on a calendar year basis; Data for 1997 are available only on
a fiscal year basis, from April to March.
* = Revised
Data as at April 18, 2002
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Table 33

St Lucia - Monetary Survey
(In millions of Eastern Caribbean Dollars at end of period)

Table 34

St Lucia - Balance of Payments

(In millions of Eastern Caribbean dollars)

1997 1998 1999 2000 2001 1997°  1998" 19997 20007 20017
Net Foreign Assets (7.0) 92.6 814 1166 1174 Current Account (211.7) (178.1) (213.9) (144.3) (165.1)
Central Bank (net) 159.4 1850 1956 207.8 235.2 Goods and Services (142.3) (108.4) (170.5) (91.7) (97.9)
Commercial Banks (net) (166.4) (92.4) (114.2) (91.2) (117.8) Goods (599.7) (606.7) (677.9) (661.3) (571.0)
External (Net) (88.6) (78.8) (113.1) (86.9) (165.2) Merchandise (623.8) (628.6) (692.1) (687.3) (585.2)
Assets 62.4 82.9 87.4 80.7 100.1 Repair on Goods 01 0.0 0.0 0.0 0.0
Liabilities 1510 1617 2005 1675 265.2 Goods Procured in Ports by 24.0 219 14.2 25.9 14.2
Other ECCB Territories (net) (77.8) (13.6) (1.2) (43) 474 Carriers
Assets 255 60.4 59.1 553  76.0 Services 4574 4983 5074  569.6 4731
Liabilities 103.3 74.0 60.3 59.6 286 Transportation (82.6) (66.4) (91.2) (92.0) (77.8)
Travel 6043 6654 6631 713.0 6024
Net Domestic Assets 895.6 903.8 10119 1,062.8 1,116.9 Insurance Services (12.2) (12.6) (13.6) (12.0) (13.1)
Other Business Services (41.7) (68.6) (41.5) (25.2) (20.0)
Domestic Credit 953.1 989.9 11146 1,196.7 1,381.9 Government Services (10.4)  (19.5) 9.3) (14.2) (18.5)
Central Government (net) (23.4) (38.9) (63.8) (85.8) (113.1) Income (104.4) (122.4) (102.8) (101.2) (125.0)
Other Public Sector (net) (134.7) (171.3) (175.4) (172.7) (168.6) Compensation of Employees 04 0.4 0.5 0.7 0.5
Non-Bank Financial Institutions (net) (45.3) (49.9) (38.6) (24.9) (43.4) Investment Income (104.8) (122.8) (103.3) (101.9) (125.5)
Subsidies & Affiliates (net) (15.3) (8.1) (1.9 (1.6) 165.1 Current Transfers 35.1 52.7 59.4 487 578
Private Sector 11718 1258.2 1394.2 1,481.7 15418 General Government (0.6) 11.6 16.4 80 145
Other Sectors 35.6 41.0 43.0 40.7 434
Other Items (net) (57.5) (86.1) (102.7) (134.0) (265.0)
Capital and Financial Account 225.0 2188  234.8 166.5 1925
Money Supply (M2) 888.6 996.4 1093.3 1,179.4 1,234.3 Capital Account 25.9 60.9 70.4 42 297
Currency with the Public 69.6 715 84.1 846 821 Capital Transfers 25.9 60.9 70.4 85 297
Demand Deposits 169.6 1704 1836 2015 2017 Acquisition & Disposal of non-
Savings Deposits 4274 4679 5125 5511 5733 produced, non-financial assets 0.0 - - 4.3) -
Time Deposits 2176 2736 2922 3347 3644 Financial Account 199.1 1579 1645 1623 162.8
Foreign Currency Deposits 42 71 209 76 1238 Direct Investment 129.1 225.2 224.3 1322 1375
Portfolio Investment 79 9.0 (7.8) 131 131
Other Investment 620 (76.2) (52.0) 170 121
Source: ECCB Public Sector Long Term 395 24.2 325 884 296
Data as at April 18, 2002 Other Public Sector Capital 0.0 0.0 0.0 0.0 0.0
Commercial Banks 321 (73.4) 218  (23.1) 266
Other Assets 88 (30.9) (52.2) (40.5) (40.5)
Other Liabilities* (18.4) 40  (54.1) (7.8) (3.5
Overall Balance 13.3 40.7 20.9 222 274
Financing (13.3)  (40.7) (20.9) (22.2) (27.4)
Change in SDR Holdings - - - 0.0 -
Change in Reserve Position
with the Fund 0.0 0.0 -
Change in Government Foreign Assets 00 (15.0) (10.3) (10.1) 0.0
Change in Imputed Reserves (13.3)  (25.7) (10.6) (12.2) 274

RSource: ECCB and Statistics Department
= Revised

F= Preliminary

*includes errors & omissions

Data as at April 18, 2002
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Table 35

St Vincent and The Grenadines
Selected Economic Indicators

Table 36
St Vincent and The Grenadines

Central Government Fiscal Operations
(In millions of Eastern Caribbean dollars)

1998"

1999°

2000° 2001

1997 1997  1998" 1999 2000°  2001°
(Annual percentage change unless otherwise stated) Current Revenue 2245 2415  256.0 2617 267.3
National Income and Prices
Nominal GDP at basic prices 5.0 8.6 36 17 28 Tax Revenue 186.5 206.2 2151 2172 228.0
Real GDP at basic prices 31 57 36 20 0.2 Taxes on Income & Profits 61.0 72.9 70.6 714 69.7
GDP Deflator 18 2.7 0.0 (0.3) 26 Of which:
Consumer Prices (end of period) 0.8 33 (1.8) 14 0.7) Individual 27.3 304 311 319 329
Consumer Prices (period average) 05 21 1.0 0.2 0.9 Company 26.8 38.6 331 36.3 333
Taxes on Property 18 20 2.3 23 34
Real GDP at basic prices by Selected Sectors Taxes on Domestic Goods
Agriculture (15.3) 8.3 (3.8) 6.6 (7.2) & Services 28.9 27.8 317 40.7 43.3
Manufacturing 0.9) (5.6) 0.9) 9.4) (1.8) Of which:
Electricity and Water 41 75 8.8 6.1 112 Consumption Duties 6.6 6.2 6.1 72 6.3
Construction 15.9 13.8 (4.2) (13.5) 71 Hotel Turnover 38 38 44 5.2 5.4
Wholesale and Retail 8.6 10.0 8.0 77 39 Taxes on International Trade
Hotel and Restaurant 45 (4.2) 9.1 6.3 (3.0) & Transactions 94.8 103.5 1106  102.8 1116
Transportation 10.7 37 41 13 04 Of which:
Communications 2.7 116 19.6 92 (12.3) Import Duty 222 225 239 22.6 25.0
Banks and Insurance 9.9 36 11.0 5.4 45 Consumption Duties 61.6 66.4 69.7 58.8 64.6
Government Services 31 23 0.2) 21 2.7 Customs Service Charge 9.3 10.2 10.9 15.9 16.5
Other Services 20 4.0 5.0 6.0 4.0 Non-Tax Revenue 38.0 353 40.9 44.6 39.3
(as a percentage of GDP) Current Expenditure 1955 2048 2252 239.0 253.7
External Sector
Current Account Balance (28.6)  (29.7) (21.7) 9.7y (15.8) Personal Emoluments 105.2 1117 1188 1211 126.8
Overall Balance 0.4 28 12 42 26 Goods & Services 45.0 44.6 50.7 56.8 54.5
Trade Balance 359 37.6 383 29.1 351 Interest Payment 125 135 20.1 24.6 24.6
External Debt (end of period) 30.2 317 48.1 475 46.3 Domestic 8.2 8.6 9.7 113 12.6
External 43 49 104 133 12.1
Central Government Transfers & Subsidies 32.8 35.1 35.6 36.5 47.8
Current Account Balance 3.7 43 34 25 14 Of which: Pensions 9.7 11.6 10.8 16.0 5.0
Current Revenue 28.3 28.2 285 28.9 284
Current Expenditure 24.6 239 25.1 26.4 27.0 Current Account Balance 29.0 36.7 30.8 22.8 13.6
Capital Expenditure and Net Lending 10.3 121 71 37 37 )
Overall Fiscal Balance @8 (32 (17 01 (16 Capital Revenue 21 62 49 27 10
Grants 12.8 326 12.6 9.5 5.8
(per cent per annum) of which: Capitgl Grants . 12.8 326 12.6 95 5.8
Monetary Sector Capital Expenditure and Net Lending 81.9 103.3 63.6 338 35.0
Weighted Deposit Interest Rates 42 44 46 45 45 Overall Balance (after grants) (38.0) (27.8) (15.3) 12 (14.6)
Weighted Lending Interest Rates 114 114 116 115 119
Financing 38.0 27.8 15.3 (1.2) 14.6
(in millions of EC dollars, unless Otherwise Stated) Domestic 214 (18.9) 9.4 (7.4) 8.4
Memo Central Banks 47 (1.3) 8.4 (7.4) 20
Nominal GDP at basic prices 666.6  724.2 750.4 7629 7846 Commercial Banks (3.7) (16.5) 0.4 135 16.1
Real GDP at basic prices 5484  579.9 600.8 6129 6143 Other 204 (1.2) 06 (13.6) 9.8
Nominal GDP at Market Prices 7931  856.6 897.7 905.3  940.3 External (net) 16.6 46.7 5.9 6.2 22.9
GDP Per Capita (EC$) 5970 6,477 6,699 6,813 6,882 Net Amortisation 16.6 435 59 10.0 30.4
Merchandise Imports (f.0.b) 4089  456.6 477.1 3985 4420 Disbursements 28.8 53.2 18.5 20.5 436
Merchandise Exports (f.0.b) 1245 1345 1334 135.5 1116 Amortisation (12.2) (9.7 (12.6) (10.5) (13.2)
Gross Visitor Expenditure 186.7  197.7 206.5 2034 2116 Change in Govt. Foreign Assets - 32 - (38) (7.5)
RSource: Statistics Department inPSt Vincent and The Grenadines, and ECCB RSource: Ministry of Finance ang ECCB
=Revised = Preliminary = Revised = Preliminary

Data as at May 7, 2002

Data as at April 23, 2002
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St Vincent and The Grenadines - Monetary Survey

Table 37

(In millions of Eastern Caribbean dollars at end of period)

Table 38

St Vincent and The Grenadines - Balance of Payments
(In millions of Eastern Caribbean dollars)

1997  1998° 1999 2000 2001 1997R  1998%  1999R  2000%R 2001°
Net Foreign Assets 1310 1795 2154 2802 254.0 Current Account (227.1) (254.8) (195.0) (88.1) (148.2)
Central Bank (net) 821 1025 112.9 147.0 164.1 Goods and Services (222.0) (247.3) (184.1) (84.0) (146.9)
Commercial Banks (net) 48.8 770 1025 1332 899 Goods (284.3) (323.2) (344.1) (261.6) (329.1)
External (net) (30.8) 0.9 253  (56.6) (22.5) Merchandise (284.4) (322.1) (343.7) (263.0) (330.5)
Assets 42.0 61.6 135.2 759 1426 Repair on Goods 0.0 0.0 0.0 0.0 0.0
Liabilities 72.8 60.7 109.9 1325 165.1 Goods Procured in Ports by
Other ECCB Territories (net) 79.6 76.1 772 1898 1123 Carriers 0.1 (1.1) (0.4) 14 14
Assets 87.1 828 1076 2104 1415 Services 62.3 759 1600 1776 1822
Liabilities 75 6.8 30.4 206  29.2 Transportation (44.3)  (47.0)  (49.7)  (39.9) (44.6)
Travel 1669 1774 1816 1779 1853
Net Domestic Assets 3136 3365 365.1 355.3 4009 Insurance Services (9.4) (10.6) (10.6) (8.0) (9.4)
Other Business Services (42.2) (339 46.8 520 565
Domestic Credit 361.3 366.6 4109  475.7 468.6 Government Services (8.7)  (10.0 (8.1) (4.4) (5.6)
Central Government (net) 65.0 472 56.0 622 44.0 Income (34.2) (37.1) (52.6) (54.8) (56.1)
Other Public Sector (net) (137.3) (148.3) (146.0) (140.6) (120.9) Compensation of Employees 0.2 0.2 0.3 04 04
Non-Bank Financial Institutions (net) ~ (13.6) (18.8)  (44.7)  (37.6) (59.9) Investment Income (34.4) (37.3) (52.9) (55.2) (56.5)
Subsidiaries & Affiliates (net) - - (0.4) - Current Transfers 29.1 29.6 417 50.7 54.8
Private Sector 4472  486.4 545.6 592.1 6055 General Government 17 0.7 25 75 106
Other Sectors 274 28.9 39.2 432 442
Other Items (net) (47.7) (30.1) (45.8) (120.3) (67.7)
Capital and Financial Account 230.2 271.8 205.2 126.1 1728
Money Supply (M2) 4446 5161 5805 6355 654.9 Capital Account 15.9 36.0 211 326 164
Currency 335 36.4 575 521 515 Capital Transfers 15.9 36.0 211 326 164
Demand Deposits 95.8 1143 1252  160.1 167.7 Acquisition & Disposal of non-
Savings Deposits 2217 2520 268.8 2775 285.0 produced, non-financial assets - - - - -
Time Deposits 855 1012 1124 1371 1431 Financial Account 214.3 235.8 184.1 935 1564
Foreign Currency Deposits 8.1 121 16.6 8.6 7.6 Direct Investment 249.7 240.2 1514 76.1  96.3
Portfolio Investment 46 0.3) (0.3) 39 (1.5
Other Investment (40.0) 4.1) 33.0 135 616
RSource: ECCB Public Sector Long Term 9.7 40.0 36 41 311
o Revised Other Public Sector Capital - - - - -
= Preliminary Commercial Banks (22.5) (28.2) (25.5) (30.7) 433
Data as at April 23, 2002 Other Assets 8.2) (7.8)  (22.7) (23.9) (25.7)
Other Liabilities* (19.0) 8.1) 77.6 640 119
Overall Balance 29 171 10.4 379 246
Financing (29) (17.1) (104) (37.9) (24.6)
Change in SDR Holdings - - - - -
Change in Reserve Position
with the Fund - - - -
Change in Government Foreign Assets - 32 -- (3.8) (7.5)
Change in Imputed Reserves (29) (204) (104) (34.1) (17.1)

Source: ECCB and Statistics Department
R =Revised

P = Preliminary

* Includes errors & omissions

Data as at May 7, 2002




AUDITORS’ REPORT TO THE PARTICIPATING GOVERNMENTS '

EASTERN CARIBBEAN CENTRAL BANK

We have audited the Balance Sheet of the Eastern Caribbean Central Bank as at 31 March 2002 and the rel ated
Statements of Income and Expenditure and General Reserve for the year then ended. These Accounts are the
responsibility of the management of the Eastern Caribbean Central Bank. Our responsibility is to express an
opinion on these Accounts based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that
we plan and perform an audit to obtain reasonabl e assurance that the Accounts are free of material misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the Accounts.
An audit aso includes ng the accounting principles used and significant estimates made by management,
as well as evauating the overall Accounts presentation. We believe that our audit provides a reasonable basis
for our opinion.

Inour opinion, these Accounts present fairly, in al materia respects, thefinancia position of the Eastern Caribbean
Central Bank as at 31 March 2002 and the results of its operations for the year then ended in accordance with

the Eastern Caribbean Central Bank Agreement Act 1983, and the significant accounting policies described in
Note 3 to the Accounts.

Chartered Accountants

BASSETERRE — $t Kitts
23 May 2002
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EASTERN CARIBBEAN CENTRAL BANK
BALANCE SHEET
AT 31 MARCH 2002
(Expressed in Eastern Caribbean Dollars)

ASSETS Notes 2002 2001
EXTERNAL ASSETS:
Securities 791,376,809 664,839,237
Certificates of Deposit - 40,504,482
Fixed Deposits and Money at Call 368,020,301 255,141,845
Balances with Foreign Banks 8,995,630 10,068,505
Interest Accrued on Securities and Deposits 11615419 13,681,888
Foreign Currencies 30,877,930 29,360,115
1,210,886,089 1,013,596,072
INTERNAL ASSETS:
Participating Governments Securities 44,350,108 53,715,572
Balances with Loca Banks 204,798 174,950
Due from Participating Governments 43,224,294 39,177,412
Long Term Loans Receivable 419,908 540,112
Investments — At Cost 4,700,748 2,500,020
Fixed Assets 4 76,471,544 81,020,680
169,371,400 177,128,746
OTHERASSETS:
Accounts Receivable and Prepaid Expenses 28,796,261 32,781,137
Accounts Payable, Accruals and Provisions 3,406,961 3,008472
25,389,300 29,772,665
TOTAL $1,405,646,789 $1,220,497,483

REPRESENTED BY :-

LIABILITIESAND RESERVES

Demand Liabilities 5 1,233,272,067 1,034,186,122
Other Liabilities 6 13,213,898 17,213,900
Bankers' Deposits 19,502,265 19,590,000
Participating Governments Fixed Deposits - 5,673,610
Loca Governments Fixed Deposits 1,000,000 1,000,000
Statutory Bodies Fixed Deposits 818,000 818,000
Long Term Loan Payable 7 2,607,592 2,856,508
Genera Reserve 61,663,603 51,940,757
Reserve Funds 71,368,636 86,157,586
Self Insurance Fund 2,200,728 1,061,000
TOTAL $1,405,646,789 $1,220,497,483
The attached Notes form part of these Accounts.
K Dwight Venner James Simpson

@ Governor Director — Accounting




Financial Statements

EASTERN CARIBBEAN CENTRAL BANK
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED 31 MARCH 2002
(Expressed in Eastern Caribbean Dollars)

INCOME 2002 2001
Interest 49,794,260 54,901,227

Other 20,758,217 23,640,173
70,552,477 78,541,400

EXPENDITURE

Interest 2,812,574 5,555,614
Administration and Genera 50,012,735 49,604,309
Supplies of Currency 6,215,649 8,070,982
59,040,958 63,230,905

NET INCOME FOR THE YEAR 11,511,519 15,310,495

Transfers (to)/from:

General Reserve (9,722,846) -
Profit Equalisation Fund 9,211,327 (310,495)

BALANCE DISTRIBUTABLE TO PARTICIPATING
GOVERNMENTS (Note 6) $11,000,000 $15,000,000

The attached Notes form part of these Accounts.
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EASTERN CARIBBEAN CENTRAL BANK
STATEMENT OF GENERAL RESERVE
FOR THE YEAR ENDED 31 MARCH 2002
(Expressed in Eastern Caribbean Dollars)

2002 2001
GENERAL RESERVE — At Beginning of Y ear 51,940,757 51,940,757
Amount allocated out of Net Income for the Y ear 9,722,846 -
GENERAL RESERVE — At End of Year $61,663,603 $51,940,757

Allocation to General Reserve (See Note 3(f))

In accordance with Article 6 (3) of the Eastern Caribbean Central Bank Agreement 1983, written approval was
obtained from each of the Participating Governments to allocate from income an amount in excess of the
stipulated 50 per cent of net income for the year to General Reserve to maintain it at 5 per cent of Demand
Liabilities.

The attached Notes form part of these Accounts.




Financial Statements

EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002

(Expressed in Eastern Caribbean Dollars)

INCORPORATION

The Governments participating in the East Caribbean Currency Authority signed the Eastern Caribbean
Central Bank Agreement Act 1983 on 5 July 1983 to establish the Eastern Caribbean Central Bank.

In accordance with Article 54(2) of the Agreement, the Bank was formally established on 1 October
1983 on which date the Authority was deemed to have ceased to exist. Effective from this date, al the
assets and liabilities of the Authority, together with al its rights and obligations that are not inconsistent
with the provisions of this Agreement were deemed to have been transferred to and to vest in the Bank.

PRINCIPAL ACTIVITY
The Principal Activity of the Eastern Caribbean Central Bank is to issue and manage the Eastern
Caribbean Currency, to safeguard its internationa value, to promote monetary stability and a sound

financia structure and to further the economic development of the territories of the Participating
Governments.

SIGNIFICANT ACCOUNTING POLICIES

These Accounts have been prepared in accordance with the Eastern Caribbean Central Bank Agreement
Act 1983 and the following significant accounting policies:

a) Fixed Assets and Depreciation:

Fixed Assets are stated at cost and are depreciated on the straight line basis at annual rates
estimated to write off the assets over their expected useful lives.

Depreciation rates are as follows:

Buildings - 2 per cent
Computer System - 33 1/3 per cent
Furniture and Office Equipment - 10 per cent and 20 per cent
Machinery - 20 per cent
Motor Vehicles - 20 per cent
b) Taxation:

In accordance with Article 50(8) (a) of the Eastern Caribbean Central Bank Agreement 1983
the Bank’ s Income is exempt from any form of taxation.

C) Income and Expenditure:

Income and Expenditureitemsare dealt with in these Accounts on the accrua basis of accounting.
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3

EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002
(Continued)
(Expressed in Eastern Caribbean Dollars)

SIGNIFICANT ACCOUNTING POLICIES (cont’'d)

d)

f)

Investments:

Subsidiary Company — At Cost
Caribbean Assets and Liabilities Management Services Limited (CALMS)

CALMS Limited, a wholly-owned subsidiary of the Eastern Caribbean Central Bank, was not
consolidated since it is considered a Specia Purpose Entity that operates under severe long-
term restrictions which significantly impair its ability to transfer funds to the parent.

Securities;

Foreign Securitiesare classified at thetime of purchase as Availablefor Sale. Availablefor Sale
securities include securities that may be sold in response to or in anticipation of changes in
interest rates or to meet liquidity needs. These securities are carried at current market value.
Unrealised gains and losses on these securities are reported in Reserve Funds on the Balance
Sheet. Participating Governments Securities are stated at cost, which in the opinion of the
directorsis not greater than market value.

Gains and losses realised on the disposal of securities are included in Gain on Sale of Securities
in Other Income in the Statement of Income and Expenditure.

Other Investments:

Other investments are stated at cost. While it is not practical to determine the current market
value of the investments, it is not considered necessary to make any provision for permanent
impairment in the value of the investments at 31 March 2002.

Pension Contribution:

It is the policy of the Bank to ensure that Pension Fund Liabilities are adequately funded, to
cover substantialy al of the Bank’s employees.

Generd Reserve:

The Eastern Caribbean Central Bank Agreement 1983 — Article 6(3) (as amended) provides
that “if and so long as the General Reserve is less than five per cent of the Bank’s demand
ligbilities at the end of afinancia year in which net profits were earned the Bank shall alocate
to the General Reserve one half of such net profits or such smaller amounts as will make that
reserve equd to five per cent of thoseliabilities; provided however that with the written agreement
of each of the Participating Governments further allocation may be made to increase the General
Reserve beyond five per cent but not more than ten per cent of the Bank’s demand liabilities’.




Financial Statements

EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002
(Continued)
(Expressed in Eastern Caribbean Dollars)

3 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

o)

h)

Conversion of Foreign Currencies:

The rates of exchange used to convert foreign currency transactions during the year were the
rates prevailing at the dates of the transactions.

Assets and Liabilitiesin foreign currencies at 31 March 2002 are converted at the mid-market
rates as follows:-

Swedish Kronor Sek 1 = EC $0.2610
Serling £1 = EC $3.847
United States $1 = EC $2.70
Canadian $1 = EC $1.6931
SDR SDR1 = EC $3.366414
Trinidad $1 = EC $0.432762
Barbados $1 = EC $1.35
Jamaica $1 = EC $0.056715
Guyana $1 = EC $0.014324
Japan Y1 = EC $0.0204
Audrdia $1 = EC $1.4243
Bdize $1 = EC $1.35
Switzerland CHF1 = EC $1.6093
EURO EUR = EC $2.3578
Kuwait KWD = EC $8.7791
Venezuda VEB 1 = EC$0.0029

S. Korea KRW 1 = EC$0.002042
Denmark DKK 1 = E$0.3172

Gains and Losses other than unrealised gains and losses on marketable securities thus arising
are dedlt with in the Statement of Income and Expenditure.

Bad and Doubtful Debts

Specific provisions are made against advances when, in the opinion of the Directors, recovery is
doubtful. Bad debts are written off in part or in whole when a loss has been confirmed.

Numismatic Coins
The nominal value of numismatic coins sold is excluded from the balance of ‘ notes and coinsin

circulation’, while the net proceeds from sales are included in the Statement of Income and
Expenditure under Other Income.
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EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002

(Continued)
(Expressed in Eastern Caribbean Dollars)
FIXEDASSETS
Cost Additions Cost  Accumulated Net Book Vdue
2001 (Disposdls) 2002  Depreciation 2002 2001
Freehold
Properties 77014473 166,657 77,181,130 6,917,228 70,263902 71,559,261
855,921
Office Equipment 11,644,716 (56,000) 12,444,637 9701438 2743199 3406482
Computer System 16,332,859 495,687 16,828,546 13820440 3008106 5683583
Machinery 398,646 - 398,646 398,646 - -
53,000
Motor Vehicdes 879,487 (34,500) 897,987 763987 134000 153700
Capitd
Work-in-Progress 217,654 104,683 322,337 - 322,337 217,64
$1,675,48
TOTAL $106,487,835 $O0500) $108073283  $31,601,739 $76,471,544 $81,020,680
DEMAND LIABILITIES 2002 2001
Currency in Circulation 465,253,270 458,731,643
Bankers Balances — Current Accounts 655,515,352 492,117,776
Bankers' Call Accounts 68,864,839 30,761,237
Bankers Dormant Accounts 4,301,875 3,448,927
Foreign Liabilities 19,389,247 18,965,957
Eastern Caribbean Central Bank Unpresented Cheques 608,516 637,636
Participating Governments Call Accounts 11,099,635 17,694,162
Participating Governments Drug Service Accounts 593,414 1,405,430
Participating Governments Sinking Fund Call Accounts 392,623 3,455,994
Participating Governments Operating Accounts 1,163,310 1,975,256
Local Governments Operating Accounts 5 779,693
Statutory Bodies Call Accounts - 442,988
Statutory Bodies Operating Accounts 327,263 478,058
OECS Accounts 3,394,805 253,099
OECS Contribution to Belize 27,000 -
ECHMB Operating Accounts 1,237,808 1,065,348
Multilateral Investments Fund - 113263
Government of &t Kitts & Nevis Disaster Mitigation Fund - 1,647,155
ECSE Subscriptions 1,103,105 212,500
TOTAL $1,233272,067 $1,034,186,122




Financial Statements

EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002
(Expressed in Eastern Caribbean Dollars)

OTHER LIABILITIES 2002 2001
Profits available for Distribution to
Participating Governments 11,000,000 15,000,000
Commemorative Coinsin Circulation 1,379,972 1,379,972
British Caribbean Currency Board Residual Fund 833,926 833,928
TOTAL $13,213,893 $17,213,900
LONG TERM LOAN PAYABLE 2002 2001
USAID $2,607,592 $2,856,508

The loan due to the United States Agency for International Development (USAID) is repayable within
25 years from the date of the first disbursement of the loan in approximately 41 equal semi-annual
instalments of principal and interest.

ECCB will pay to USAID interest which will accrue at the rate of 2 per cent per annum for five (5)
years following the date of the first disbursement of the loan, and at the rate of 3 per cent per annum
thereafter on the outstanding balance of principal and on any due and unpaid interest.

CAPITAL COMMITMENTS
At 31 March 2002 there were no commitments for Capital Expenditure (2001 = Nil).
CONTINGENT LIABILITIES

() Caribbean Assets and Liabilities Management Services Limited (CALMSLTD)

The Bank has guaranteed repayment of a promissory note valued $11,784,799 bearing interest
at therate of 6 %2 per cent per annum given by CALMSLTD to the Bank of Montserrat Limited
under a Purchase and Assumption Agreement dated 23 June 1993.

This guarantee shall continue in effect until al sums whatsoever by the principal under the said
Purchase and Assumption Agreement have been finally paid in full.

CALMSLTD is established principaly to acquire and take over al or any of the assets and
liabilities of any company or ingtitution engaged in banking businessin theterritories of Participating
Governmentsto the Eastern Caribbean Central Bank Agreement 1983 or of any other government
and realise these assets through recovery, sale or by any other means.
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EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002
(Continued)
(Expressed in Eastern Caribbean Dollars)

CONTINGENT LIABILITIES (cont’'d)

(if)

(i)

Export Credit Guarantee Scheme

The Bank is contingently ligble for pre and post shipment credit given by Financid Ingtitutions
covered under the Scheme to manufacturers operating in its member territories. The liability
outstanding under this scheme at 31 March 2002 amounted to $267,163 (2001 = $835,209).

Claim No. GDAHCV2001/0490

Counsel had advised that there is a pending claim in the Grenada High Court (Claim No.
GDAHCV2001/0490) ingtituted against the Eastern Caribbean Central Bank and the Eastern
Caribbean Central Bank’s Governor Sir K D Venner by Capita Bank International Limited
(“CAP Bank”). In the Suit the Claimant seeks a variety of relief from the Court including
Declarations, Injunctions, unspecified Damages and Costs.

The core of the case is the Claimant’s complaint that the Eastern Caribbean Central Bank
unlawfully refused to permit the Claimant to benefit from direct accessto the Eastern Caribbean
Central Bank’s Clearing House Fecility.

On 26" March 2002 Mr Justice Kenneth Benjamin delivered an ora decision on a preliminary
point raised on behalf of the Eastern Caribbean Central Bank which resulted in the dismissal of
the claim againgt the Defendants with Costs, on the grounds of the Defendants' statutory immunity
from legal process.

The Claimant has since filed an appeal (No 13 of 2002) to the Eastern Caribbean Court of
Appeal against Justice Benjamin's dismissa of the claim.

The gpped is not likely to be adjudicated upon until later this year or, more likely, in 2003.
Asthe Claimant hasto date given no details of any financial loss or damagewhich it allegeswas

suffered by it, it is not possible at this point in time to quantify the potential claim being made
against the Bank.
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EASTERN CARIBBEAN CENTRAL BANK
NOTESTO THE ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2002
(Continued)
(Expressed in Eastern Caribbean Dollars)

FOREIGN EXCHANGE GAINS/(LOSSES)

The Bank’s investment guidelines require that all Non-US dollar securities be hedged back to the US
dollar. Asat 31 March 2002 Euro securities amounting to $38.7m formed part of the Foreign Securities
portfolio. The Fund Managers have entered into forward contractsto sell the Euro forward on amonthly
rolling basis. However, because the criteriafor hedge accounting cannot be applied, al gains and losses
arising from currency revaluation of these assets and the forward contracts are reported in the Statement
of Income and Expenditure as they occur.

COMPARATIVE FIGURES

Certain comparative amounts for 2001 have been reclassified to conform to the current year's
presentation.
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THE INTERNET ECONOMY: CHALLENGES AND OPPORTUNITIES .
FOR CARIBBEAN EXPORTS!
by
Allister Mounsey

I ntroduction and M ctivation

The collection of Internet Protocol (IP) based networks known at the Internet is perhaps one of the
greatest developments of the twentieth century. It hasrevolutionised amost every aspect of human society, not
the least of which iscommerce. Although the Internet as we know it is only about 12 years old itsimpact on
businessand commerce has been profound. Many have dready conceptudly dichotomised theworld economy
into the ‘Internet economy’ and the *old economy’, suggesting that the world is a a mgor trangtion point
where the old way of life is about to give way to the new.

The Internet economy (IE) comprises the vaue-added chain of firmg/ingitutions that wholly or partidly
transact businessviathe dectronic networks of theinternet and the array of inditutionsthet provide the necessary
infrastructure and periphera servicesto make these transactions happen. The collection of agentsthat provide
the basic platform for thisInternet i.etelecommunication, hardware backbone and access service eic. isreferred
to as the infrastructure level. The e-commerce (electronic commerce) level comprises a miscdlaneous
collection of agents who, through the medium of the Internet, purchase or sall goods and services.

Therearevaried opinionsin the Caribbear? about this new economy. E-commerceis perhaps the sector of
the Internet economy that generates the most extreme views. Some merchandisers see e-commerce as a
threat to their businesses, and some governments spesk with trepidation about the possibility of e-commerce
ggnificantly reducing tax revenues. On the other hand some export-oriented businesses in the region are
excited by the possbilities of trading in cyberspace. This article outlinesin broad terms the opportunities and
chalengesfor Caribbean exports by way of the Internet

DEVELOPMENTSIN THE INTERNET ECONOMY

Though the Internet hasit rootsin the US space programme when the department of defense commissioned
the Advanced Research Project Agency Network (ARPANET) in 1969, the modern Internet as we know it

1The views expressed are those of the author and do not necessarily reflect the position or policy stance of the ECCB.
2Caribbean is used in this paper to mean the English Speaking Caribbean.
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did not come into being until 1990 when world.std.com became the world's firs commercid provider of
Internet dial-up access. Sincethen the Internet has grown exponentidly. In 1996 there were 61 million Internet
users and thisfigure increased to over 150 million by the end of 1998. It isestimated that in 2000 the number
more than doubled to over 320 millior?.

Commensurate with the increase in the number of Internet users, the new economy has grown a an
astronomica rate. Forrester Research estimates that the US Internet economy has expanded more than
eightfold in three years, moving from US$15.5b in 1996 to US$128.3b by the end of 1999 (seetable 1). It
was estimated to have dmost tripled at the end of 2001 compared with the total at the end of 1999.

Tablel
The US Internet Economy (US$Billions)

Infrastructure E commerce

Total US Hardware & Access Financial Intra-
Y ear Internet Telecoms . . business Consumer Content

Economy Infrastructure Providers  Transactions (B2B)
1996 15.50 4.40 4.20 0.24 0.81 0.58 5.20
1997 38.80 8.50 6.70 120 7.90 2.50 12.10
1998 72.50 16.50 11.20 250 17.30 5.00 20.10
1999 128.30 27.30 19.70 3.20 42.10 8.30 27.90
2000 234.00 41.70 33.10 410 105.80 12.70 36.60
2001 354.50 58.90 48.10 5.00 186.10 18.40 38.10

Forrester Research Inc. estimates
Source: E-Biz Business Week October 7, 1999

The largest growth in e-commerce is in the business to business category (B2B), which moved from
US$0.81b in 1996 to US$105.8b in 2000 and an estimated US$186.1b in 2001(seetablel). Thisgrowthis
reflective of the cost saving that B2B e-commerce bringsto the firm. Firdt, it reduces procurement costs by
making the chegpest supplier easier to find and dso reducing the cost of processing transactions. Second, it
improves supply chain management. It dso makesit possible for companiesto havetighter inventory control,
thereby reducing inventory size. A recent Goldman Sachs report estimates that firms which purchase from the
I nternet savefrom about 2.0 per cent inthe cod industry to 40.0 per cent in the € ectronic component industry”.

In the United States Internet commerce (e-commerce) is occupying a greater share of GDP over time as
shown by table 2. In 1997 Internet commerce accounted for only 0.2 per cent of GDP, however by the end
of 2000 it was estimated to have accounted for 2.0 per cent.

3 Computer Industry Almanac Inc.
4“A Thinkers' Guide” The Economist, 1 April, 2000




D) D o+

Table 2

Internet Commercein the USA

1996 1997 1998 1999 2000
US GDP (US$ hillions) 7,813 8,301 8,790 9,269 9,873
GDP Growth 5.58% 6.24% 5.90% 5.44% 6.52%
Internet Commerce (IC) 2 13 40 95 187
(US$ hillions)
IC as % of GDP 0.03% 0.16% 1.02% 1.02% 1.89%

Source: The Keenan Report & MSDW, IFS CDROM

Table 3 shows the didtribution of Internet users by countries. One interesting deduction from thistableis
that the‘Weby' ispredominantly aNorth-American phenomenon. Usersfrom that geographica areaaccounted
for 55.0 per cent of total userson the ‘net’ in 1998, with the US commanding 50.7 per cent of the number of
users worldwide. Table 3 dso points to the fact that the Internet is an English language phenomenon. Of the
131.1 million Internet users from the top 15 countries in table 3, dmost 73.0 per cent of them are from

countries where English is the officid language.

Table3

Distribution of Internet Users Among countriesin 1998
Rank Country Weekdielrn;?;ﬂni% % of Total
1 u.s 76.50 51%
2 Japan 9.75 6%
3 U.K 8.10 5%
4 Germany 7.14 5%
5 Canada 6.49 4%
6 Australia 4.36 3%
7 France 2.79 2%
8 Sweden 2.58 2%
9 Italy 2.14 1%
10 Taiwan 2.12 1%

Top 10 countries 121.97 81%

Other Countries 28.93 19%

Worldwide 150.90 100%

Source: Computer Industry Almanac Inc www.c-i-a.com
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CARIBBEAN EXPORTSIN THE INTERNET ECONOMY

Opportunities

Opportunitiesin the Internet economy are not uniformly distributed across nations, as some might believe.
Language, tlecommunication infrastructure and technica competence are some of the factors that determine
one country’s rdative strength in the new economy.

Language

The ability to effectivdly communicate in English is a definite advantage in this new environment as the
mgority of usersarefrom countrieswhere Englishisthefirg language. Thisgivesthe English spesking Caribbean
an advantage in new economy services such as cal centres that require a sgnificant amount of conversation
with the customers.

Proximity to major markets

In the trade of tangible deliveries (goods that must be physicaly ddlivered) on the Internet, the issue of
proximity to mgor marketsis criticd, as it has implications for trangportation cost and ddivery time. Asthe
largest geographica market on the Internet, the US market is important not just for its Sze but aso for its
gpending power. The Caribbean region is srategically positioned in that it is one of the closest regionsto this
very important market.

Cultural assets

The entertainment industry is one of the fastest growing sectorsin the digita economy. A recent survey on
the online purchasing habits of Britons® reved sthat the category of purchaseswith the second highest frequency
by both maes and femaes was the compact disc and video category. The Caribbean, populated by peoples
of diverse ethnic and culturd origin, is thought by many to be a greet repostory of cultural assats. These
endowments placetheregion at agrategic advantage to exploit the growing entertainment industry inthedigita
economy. The importance of this culturd endowment must not be underestimated; the English-spesking
Caribbean istheworld’ slargest producer of calypso, soca, reggae and dancehdl/dub, each of whichisgrowing
in popularity internationaly.

5Nesrin Hijazi, Online Purchasing Habits of Britons, Commerce Net, June 7, 2000
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Relatively high levels of functional literacy

Functiond literacy isarequirement for active participation in the digita economy. Other things being equa
any country with aggnificantly higher literacy rate than another would be at an advantagein this new economy.
Although data are incomplete it has long been bdieved that the Caribbean hasrdatively low levels of illiteracy
when compared to countriesin Smilar income groups. Four Caribbean countries reported their illiteracy rates
in the World Development Indicators, 1999. Jamaica had the highest level at 14.5 per cent, which was 1.5
percentage points lower than the average for its income group (lower middle). Guyana, dso alower middle
income country, reported a2.0 per cent illiteracy rate. Trinidad and Tobago and the Bahamas reported rates of
2.2 per cent and 4.2 per cent respectively.

High rates of telecommunication penetration

Telecommunication is the backbone of the Internet. The higher a country’s rate of telecommunication
penetration the greater should be its chances of competitive participation in the Internet economy. Table 4
ranks selected countries based on the average number of telephone mainlines per 1000 persons. The region
hasardativey high rate of telecommunication penetration; dl eeven Caribbean countriesreporting thisgtatistic
areinthetop 100 with the exception of Guyana. The high rate of telecommuni cation penetration would therefore
prove to be an advantage in exploiting the opportunities presented by the new economy.

Table4
Telephone mainlines (per 1,000 people)

Telephone mainlines (per 1,000 1996 Rank
people) Average

Antiguaand Barbuda 429 32
St Kitts and Nevis 382 39
Barbados 370 42
Bahamas, The 278 53
Dominica 264 56
Grenada 243 59
St Lucia 235 63
St Vincent and The Grenadines 171 7
Trinidad and Tobago 168 80
Jamaica 142 86
Guyana 60 115

Raking based on the 189 countires reporting datain WDI 1998
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Challenges

High cost of Internet access

Active paticipation in the Internet economy, especidly at the level of the producer, requires dedicated
Internet access. Table 5 gives an indication of the price of business Internet servicesin the Caribbean rdative
to the rest of theworld. A basic requirement for afirm that isdoing ‘ on-line busness' is dedicated accessto
the Internet. Dedicated access means that (a) the service is unlimited and (b) the customer does not connect
by ‘diding-up’ to hisInternet service provider (ISP). Table 5 shows the monthly charges® on a 128 kilobyte
integrated services digita network (ISDN) account. 1n most of the countriesin the sample there is more than
one ISP, however, those represented were selected on the basis of data availability and comparability in
sarvice offered by other ISPsin the sample. Each ISP offers various packages. Table 5 shows the minimum
priced package, which typicaly includes domain name registration, five or more mail accounts and 10 to 20
megabytes of commercia World Wide Web space.

The high rates of tdecommunications and Internet accessin the Caribbean may limit the potentid for doing
business on the Internet. However, itislikdy that the current liberdisation of the telecommunications market
will result in the reduction of charges associated with dedicated access. Thiswould trandate into lower costs
of doing business over the Internet, thereby improving the potentia for Caribbean businesses.

Table5
Business I nternet Char ges 2001
ISDN
(128K)/Dedicated
Country Access (monthly
charge)*

USH
Jamaica (1) 2,420
Trinidad (2) 1,474
Barbados (3) 920
UK (4) 55
Us (5) 150

*All prices are fore the minium cost package

Source: (1) Cable & Wireless JamaicaLtd, (2) WOWnet, (3) Sunbeach, (4)
CIX Business Internet Solutions, (5) Infinite Communications Inc.

6CIX Business Internet Solutions charges afirst year and a second year annual fee. The author added both fees and
divided by 24 to arrive at the monthly figure.
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Getting noticed

In order for trade to take place, a buyer must meet a sdller. Asthe number of Web stes increases, the
chances of aparticular Ste being noted by consumers decreases. 1n July 1999 there were about 56 million IP
addresses. By January 2000 that number had grown to 72 milliorY. This represents agrowth rate of 4.3 per
cent per month or 65.3 per cent per annum. Adamic and Huberman (1999) in astudy covering over 120,000
web stes, found that in the case of dl Stes, and Sitesin specific categories, the didtribution of vidtors per Ste
followsauniversa power law. Thisimpliesthat asmal number of Stes command thetraffic of alarge ssgment
of Internet users - the Sgnature of awinner-take-all market. Table 6 reproduces the result of their study.

Table 6
Distribution of User Volume Among Sites
% Volume by User

% Sites All Sites  Adult Sites  Education Sites
0.1 32.36 1.40 281

1.0 55.63 15.83 23.76

5.0 74.81 41.75 59.50
10.0 82.26 59.29 74.48
50.0 94,92 90.76 96.88

Source: Adamic & Huberman

Problems specific to small firms

The Caribbean firmistypicdly smdl. Ba Whingon and Zhang datethat inthedigitd productsindustry the
share of amdl firmsis rgpidly shrinking. They highlight three causes for the low levd of competitiveness by
andl firms

(1) Limited product sdlection

(2) Inadequate resources to reach consumers

(3) The asymmetric information problem: the eectronic market is inherently uncertain.  Consumers do
not have the indicators of product qudity that they have in the physica economy. Consumers who
possess asymmetric information about the qudity of a product will rely on the next best proxy for

qudity — brand name.

7 According to EDS Financial Industry, Industry News April 25, 2000
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Acquiring trust

Thelnternet isrifewithimpersonatorsand frauds. 1n an environment absent of indicators of trustworthiness,
online consumers are more likely to interact solely with firms whose names they recognise. This phenomenon
gives aclear advantage to two types of firms.

TypeA: Thosefirmsthat have ahistory in the ‘brick and mortar’ economy and are able to transfer that
goodwill to the digital world e.g Barnes and Noble and www.bar nesandnoble.com.

TypeB: Those firms that spend large amounts on public reations and advertiang to create a brand
namein the digitd world. eg. www.amazon.com.

Caribbean firms are unlikdly to fdl into either of the above categories. In order to export in the digita
economy, firmsthat are of neither type must find dternative ways of building consumer trust. Trust certificates
may be one possible solution. Trust certificates are digitd certificates issued by a certification authority (CA)
egVeiSgnand GTECyberTrud, that essentidly authenticate the identity of the organisation holding the digita
certificate. The use of such certificates hdpsto ingtill consumer confidence, athough they may not be enough
on their own to encourage consumers to trust fully. Consumersin the US for example may be reuctant to
purchase acommodity from a Caribbean firm, as the firm will not be subject to the lega standards and norms
governing business transactionsin the United States. By engaging the services of atrusted third party (TTP)
firms can overcome this problem as the terms and conditions governing the business transactions will be
explicitly stated by the TTP, which would have some powers to impose pecuniary or hon-pecuniary sanctions
on the individud firm.

I mpediments from the ‘ old economy’

The Internet economy does not exist in avacuum. As amatter of fact most of its production processes
take place in the ‘old’ economy. The basic infrastructure necessary for the existence of the digita economy
exigs within the systems of the old economy - the education system is one such example. The Caribbean has
unresolved chdlenges in the old economy that will definitely haunt the region in this new economy. Among
these issues are:

(@ retention of skilled personne

(b) therdativey high cost of factors of production versus the productivity of those factors

(c) hightaxation

(d) adminigrative and bureaucratic impediments to business development.
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The Internet will continue to expose Caribbean businesses to increased competition, asinternationd firms
will have greater accessto theregion’smarkets. Inefficient firmswill ether shgpe-up or exit the market. While
thelevd of efficiency within Caribbean firmsisdifficult to assess, itisquitelikdy that limited market Szeand the
high cost of intra-regiond transport have constrained the extent to which opportunities of scale have been
exploited.

The Beginnings of a Strategic Response
Creating the enabling infrastructure

The high cost of dedicated Internet access in the region is hampering the cost efficiency of Caribbean
online business, thereby limiting the overdl competitiveness of these entities. A key component of any plan for
more competitive participation of regiond businessin the new economy must involve agrategy by governments
to reduce the high price of Internet access.

Government along with the private sector must find interesting ways of increasing the participation rate in
new communication technologieslike the Internet. Oneway of achieving this (gpart from lowering the cost of
I nternet access) isby reducing the cost of acquiring the hardware (e.g computers) that alowsfor participation.
The garting price of a Pentium 111 computer is around US$700; this may prove quite expensive for low-
income households. Thelndian Indtitute of Science and Engineers has designed ahandheld Internet devicefor
less than $200. In Brazil the government is seeking to produce a basic computer with Internet software for
under $300, plus they hope to put afinancing scheme in place for low-income families who want to purchase
these computers. The Caribbean region needsto find asmilar way to facilitate universal access.

The banking sector dso playsacriticd rolein the development of this enabling environment. Policymakers
should examinethere ative charges on merchant account services (these accountsfadilitate credit card transactions
on the Internet) by the region’s financid inditutions to ascertain if the cost of these services is ggnificantly
hindering the online export sector.

Encouraging Strategic Alliances

The typicd consumer in the online market (be it busness or individud) is very time conscious. In the
bus nessto consumer (B2C) segment of the market in particular, surviva dependson ddivering smadl quantities
inreaivey short spacesof time. Thelogisticsand cost of supplying to the US market or any other internationa
market may be beyond the capability of the typica smal Caribbean firm. Alliances between smdl firms could
congderably reduce the complexity and cost involved in servicing the B2C market. Theissuesof high cost and
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logigtica complexity involved in shipping smal quantities to the consumer can be addressed through the
establishment of fulfilment centres in srategic geographic locations. The totd cogt of operating a fulfilment
centre may be prohibitive for any one firm, but as a collective it is likdy to be chegper than each firm paying
high prices for courier services each time they fill an order.

Firms need to attract attention to their products and services. This could prove to be quite atask for the
typicd Caribbean firm, with a practicaly unknown brand name and wesk advertisng dollars. Goldstein and
O'Connor (2001) state that “even the best emarketing strategy does not subdtitute for traditiona media
Indeed, such advertisng isnormally viewed as an unavoidable sunk cost to establish brand name recognition.”
Smal firms by themsalves will be unable to afford the advertisng sunk cost that is necessary for effective
market penetration. By engaging inacooperative effort in marketing, usng aWeb porta and sharing advertisng
cogt, firms may better penetrate the on-line market.

Conclusion

The forces of market competition are by no means diminished in the new economy; as a matter of fact
evidence suggessthat competition isstronger in thisnew environment thanin the traditiond business environment.

Market research suggests that some of the fastest growing sectorsin the new economy are areasin which
the Cariblbean region could have acomparative advantage. Theliberdisation of the telecommunications market
in Caribbean countries should lower the cost of Internet access, dlowing for greater participation in the new
economy. However a drategy for the effective exploitation of opportunitiesin the Internet economy is yet to
be formulated by many Caribbean countries. This strategy should be comprehensive and must be cast within
the larger context of exploiting recent communication technologies for economic devel opment.
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LIST OF COMMERCIAL BANKS THAT MAINTAIN

CLEARING ACCOUNTS WITH THE ECCB

Antigua Barbuda Investment Bank Ltd
Antigua Commercial Bank Ltd
Bank of Antigua Ltd
Bank of Montserrat Ltd
Bank of Nevis Ltd
Bank of Nova Scotia
Bank of St Lucia Ltd
Banque Francaise Commerciale
Barclays Bank PLC
Caribbean Commercial Bank (Anguilla) Ltd
CIBC Caribbean Ltd
Grenada Cooperative Bank Ltd
National Bank of Anguilla Ltd
National Commercial Bank of Dominica
National Commercial Bank of Grenada Ltd
National Commercial Bank (SVG) Ltd
RBTT Bank Caribbean Ltd
RBTT Bank Grenada Ltd
RBTT Bank (SKN) Ltd
Royal Bank of Canada
Scotiabank Anguilla Ltd
St Kitts-Nevis-Anguilla National Bank Ltd
St Lucia Cooperative Bank Co Ltd
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