Banking SeCtor Release date: 24 June 2020

Developments
January 2020

Jan-20 Dec-19 Nov-19 Oct-19
Deposit rate (%)* 1.995 1.994 1.950 1.933
Lending rate (%)* 8.033 8.020 8.015 7.971
Total Deposits (TSm) 604.3 607.4 607.6 614.5
Total lending (TSm) 500.7 500.9 504.3 496.9
New commitments (TSm) 12.2 14.6 18.9 10.7
Broad Money (TSm) 592.5 602.2 605.6 592.5
*Weighted Average calculated as a function ofinterest rate and volume of deposits and loans

Lower foreign reserves decreased broad money further

Lending

In January 2020, the banks’ total lending declined further by $0.2 million (0.04%) to $500.7 million,
owing mostly to a slight decline in household loans offsetting the rise in business loans.

Loans extended by the non-bank financial institutions decreased over the month by $0.5 million
(0.4%), however rose over the year by $3.9 million (3.7%), reflecting the accessibility of these loans
to individuals in the informal sector and small medium enterprises. Government on-lent loans
declined over the month and over the year by 1.0% and 4.4% respectively due to loan settlements.

Table 1: Lending Balances (including new commitments)
Level as at: Change over the last: Shares of
Jan 20 Dec 19 Jan 19 1 month 1 year totals
TOPmM TOPmM TOPmM % % %
Lending, banks 500.7 500.9 482.8 0.0 3.7 100.0
Household 261.0 261.8 260.2 -0.3 0.3 52.1
Business* 239.7 239.0 222.3 0.3 7.8 47.9
Other 0.0 0.1 0.3 -100.0 -100.0 0.0
Lending, banks and other 608.2 608.8 586.5 -0.1 3.7 100.0
Household** 321.0 321.8 314.3 -0.2 2.2 59.1
Business 287.2 287.0 271.9 0.1 5.6 40.9
Other 0.0 0.1 0.3 -100.0 -100.0 0.0
New commitments, banks 12.2 14.6 13.2 -16.3 -7.8 N/A
Undrawn commitments, banks 15.4 14.7 22.7 5.2 -31.9 N/A
Implied repayments, banks 11.6 18.8 8.0 -38.1 45.2 N/A
* Method for calculating these series was updated in August 2014, resulting in revisions to the full history of data
** Method for calculating these series was updated in January 2020, resulting in revisions to the full history data
Sources: SPBD; RFB; MOFNP; Banking system
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Business loans increased in January 2020 by $0.7 600 Monthly
million (0.3%) to $239.7 million.  This was . fBusiness  WiHousehold  —Total
underpinned mainly by higher loans offered to -
professional & other services, tourism, public 40
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enterprises and consturction sectors. Similarly, over
the year, lending to businesses rose due to more
loans offered to public enterprises, professional &
other services, agricultural, transport and tourism
sectors.
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Source: Banking System

Household lending

Household loans fell over the month by $0.8 million
(0.3%) to $261.0 million. Other personal loans
decreased the most followed by lower housing, and
vehicle loans. However, over the year, lending to
households increased by $0.7 million (0.3%) due
mainly to higher housing loans outweighing the
lower vehicle and other personal loans.

Business Lending Balances
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Banks’ other lending decreased over the month and 0 2
over the year to January 2020. This was due to
movements in Iending to non'prOﬁt institUtions Data Sources: Banking Systemn and Ministry of Finance and National Planning

serving households.

Jan 18 Jul 18 Jan 19 19 Jan 20

Non-performing loans Household Lending Balances
. . 500 Monthly 50
The non-performing loan balances increased over g,  ®enknsssenonyiss) = on-banks (U5} 50
. . g — Morv-banks (RHS) —Banking System Only [RHS) 2
the month of January 2020 mainly on higher non-  § 4 111 %0 %
. . w350
performing loans from the wholesale & retail, ¢,
. . . L
tourism, and fisheries sectors. Consequently, the | Z20
. - 200
share of non-performing loans to total loans &
c
increased from 3.2% last month to 3.3% in January  §io
. . . o
2020. However, this is still lower than 3.7% recorded  § SE
in January 2019. 2 s Jul18 jan 19 Jul19 1an 20
Data Sources: Banking System, SPED and RFE
Deposits
Table 2: Deposit Balances
Monthly Annual
%
Jan-20 Dec-19 Change Growth Jan-19 Change % Growth
Total Deposits ($ in million) 604.3 607.4 -3.1 -0.5 631.5 -27.2 -4.3
Demand Deposits 254.9 253.5 1.4 0.5 285.8 -30.9 -10.8
Saving Deposits 101.3 104.4 -3.1 -2.9 98.1 3.2 3.2
Time Deposits 248.1 2495  -14 -0.6 247.5 0.6 0.2

Sources: Banking Systems; NRBT

The banks’ total deposits decreased over the month and year to January 2020, by $3.1 million
(0.5%) and $27.2 million (4.3%) respectively to $604.3 million. Both saving and time deposits
decreased over the month, while demand deposits rose.
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The saving deposits made from individual, private businesses, and the government decreased over
the month. Additionally, the time deposits made by private sector and public enterprises also
declined. These offsets the rise in demand deposits mainly from the central government, public
enterprises and retirement funds, private non-bank financial corporations, and churches & schools.

In year ended terms, lower demand deposits from government, retirement funds, public enterprises,
and private businesses, resulted in a lower overall deposits balance. This outweighed the increase in
both saving and time deposits, mainly on higher deposits from government, retirement funds,
churches, schools, and individuals.

Interest rate spread Weighted Average Interest Rate Spread

The weighted average interest rate spread oo Monthly
widened in January 2020’ by 1.25 basis points 0.0 —Interest rates spread —Lending rates —Deposit rates
to 6.04%, owing mostly to higher weighted 8.0
average lending rates over the month. The ;g
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and other personal loans. The slight rise in
deposit rates over the month was underpinned
mainly by an increase in term and saving
deposits rates.

Source: Banking System

Table 3: Interest Rates

. Weighted average of all banks
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ADue to rounding errors some data may not aggregate precisely

Sources: Banking Systems; NRBT

Table 4: Consolidated Balance Sheet of Depository Corporations

Broad money

. Level as at Change over the last
The lower foreign reserves over the month Jan20  Dec1d  Jan19 | imonth  lyear
. . . . $TOPm $TOPm $TOPm| % growth % growth
contributed to a decline in net foreign assets
Broad money liabilities 592.5 602.2 598.3 -1.6 -1.0
thus broad money. As such, broad money curency incicution 618 661 31 64 20
a1 a1 Demand deposits 210.0 2111 219.9] -0.5 -4.5]
fell by $9-8 million (1.6%) to $592-5 million. Savings and term deposits* 3206 3251 315.2 14 17
Net domestic assets also fell and was due .
mainly to higher government deposits. e 4957 025 S22 A3 L3
1 Net domestic assets 97.3 100.4 96.4 -3.1 0.8
Durlng the year’ broad money alSO fe” by Gross bank lending** 501.0 501.6 489.6 -0.1 2.3
$5.8 million (1.0%), as a result of lower net | Pl enterprises 639 636 g 05 52
Private Sector 434.3 435.2 426.5] -0.2 1.8]
foreign assets main|y on h|gher foreign Other financial corporations 27 27 23 00 17.0
A ] . . . Other* -403.8 -401.2 -393.2 06 27
liabilities. This outweighed an increase in net

domestic assets, due mainly to higher credit
to private sectors.

* Also includes very minor amounts for securities other than shares.

** Differs slightly from standard measures of bank lending by amounts classified as accrued interest.

*** Includes mostly capital accounts of the banks and NRBT, and their net claims on the central government.
Sources: Banking system; NRBT

Liquidity
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Liquidity (reserve money)?! in the banking system decreased over the month and year to January 2020
by $3.8 million (1.2%) and $24.9 million (7.6%) respectively to $301.3 million. The monthly decline
was attributed mainly to lower currency in circulation following its high demand in the previous
month, coupled with a slight decrease in the required reserves. These declines had offset the increase
in the Exchange Settlement Account (ESA). The annual decline was a result of higher withdrawals
from the Reserve Bank’s vault by the commercial banks supported by lower currency circulated and
lower required reserves.

The banks’ total loans to deposit ratio increased over the month, from 80.7% to 81.1%, which is above
the Reserve Bank minimum ratio of 80%, reflecting higher decline in deposits relative to the decrease
in loans.

Outlook

Credit growth is expected to fall in the near term due to the new coronavirus pandemic weakening
consumer demand and weighing on business sentiments and investments. The current
accommodative monetary policy continues to encourage banks to utilize the excess liquidity in the
banking system for further lending to support economic activity.

The Reserve Bank will continue to closely monitor the growth across all monetary indicators,
particularly credit growth and broad money movements, for any signs of overheating and to ensure
financial and macroeconomic stability is maintained.

! Liquidity in the banking system (reserve money) is a sum of currency in circulation, exchange settlement account balances, and required reserve
deposits.
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