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The Honourable

The Minister of Finance
Ministry of Finance
BELMOPAN.

Dear Minister,

In accordance with the provisions of section 38(1)
of The Monetary Authority of Belize Ordinance, 1976 (No. 9
of 1976), I have the honour to transmit herewith on behalf
of the Board of Directors the report of the operations of
the Authority for the period lst January to 31lst December
1981, together with a copy of the annual statement of accounts

of the Authority certified by the auditors.

Yours faithfully,

(E.A. Marshalleck)
Chairman
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I ECONOMIC REVIEW

International Developments:

The world economic scene in 1981 was characterised by the conti-
nuance of recession in many industrial countries, rising interest rates in
major international financial centres, volatile exchange rates, slowdown
in international trade and high levels of unemployment. The non-oil
producing countries, in particular had to face, in addition, problems of
declining prices of major primary commodities, widening deficits on current

account and slackening growth rate.

In the United States, following a brief upturn between mid-1980
and early 1981, economic activity weakened rapidly and unemployment rose in
the second half of the year. By December unemployment had reached 8.9
percent, the highest level since the 1974/75 recession. The recession in
Western Europe paused in the winter of 1980 but output again declined in
1981 and, as unemployment rates rose sharply, governments introduced selec-
tive measures to aid certain recession-hit industries and to create addi-
tional public sector jobs., Real GDP was flat in the first half of the year
as business investment weakened and inventories declined rapidly in the
United Kingdom. Although by summer the British economy showed signs of
recovery, it ended the year with an unemployment rate of 11.5 percent on
a seasonally adjusted basis. The West German economy went into deep recession
in the second quarter as industrial production, business investment and
consumer spending dropped; unemployment for the year reached a record level

of 1.7 millien,



Prolonged sluggishness in Europe and the United States' second

dip into recession were blamed on the highly restrictive monetary and

fiscal policies that are being pursued since 1979 in a bid to squeeze

out inflationary pressures.

increase accelerated until mid-1980 when it peaked at 12.6 percent.

In the industrial world, the rate of price

As

the restrictive financial policies proved effective, the rate of infla-

tion declined, fluctuating around 10.0 percent for most of 1981.

TABLE 1

CENTRAL BANK DISCOUNT RATE AND
COMMERCTAL BANK PRIME LENDING RATE

PERCENT (%)

DECEMBER 1980 DECEMBER 1981

Central Bank|Commercial Central Bank | Commercial

Discount Bank Prime Discount Bank Prime
Countries | Rate Lending Rate|Rate Lending Rate
United
States 132.00 21.20 12.00 159D
Japan 7.25 8.16 5.50 7.00
United
Kingdom 14.00 15.00 14.37 14.50
Germany 7.50 11.50 - 7.50 13.00
Belize 14.00 15.00-17.00 14.50 ' 18.00~-19,00

The brunt of anti-inflation policies was borne by monetary

policy.

The emphasis on monetary restraint was most apparent in interest

rates which reached record levels, first in the spring of 1980 and again

in summer 1981.

Since the introduction of new operating procedures in October

1979, the Federal Reserve System has remained committed to maintaining




a tight rein on monetary growth, Interest rates climbed to historic heights
in the summer, for most of which the prime rate remained above 20.0 percent.
In response to rapid money growth, the discount rate rose to 1l4.0 percent
with a 4.0 percent surcharge on frequent borrowings by large banks. By mid-
year, however, the structure of interest rates began to change and, while
the Federal Reserve did not abandon its money supply targets, there was a
definite easing of its monetary policy. At year end, the prime rate stood
at 15.75 percent,the discount rate had moved down to 12.0 percent, and the
surcharge had been removed. The sharp decline in interest rates was linked

to the onset of recession and the subsequent drop in credit demand.

High interest rates in Europe were partly in response to the surge
in rates in the United States and the desire by the Europeans to limit the
depreciation of their currencies. West Germany, heavily dependent on mone-
tary restriction in the fight against inflation, signalled a major change
in its operating procedures in February when the Bundesbank suspended the
commercial banks' unlimited access to the Lombard credit facility at a
fixed rate of interest (9.0 percent) and replaced it with a 'special' Lombard
facility whose availability and interest rate may be varied daily. This had
the immediate effect of raising interest rates and causing considerable un-
certainty about the future availability and cost of loans from the central

bank.

In a move towards greater interest rate flexibility, the Bank of
Fngland suspended the Minimum Lending Rate (MLR) in August. Commercial

banks must now depend on the foreign exchange markets to determine the
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direction in which lending rates should move. This was the Bank's first
major policy measure to defend sterling since 1976 and was in response to

mounting inflationary pressures.

Britain first launched deflationary monetary policies in the
middle of 1879, but switched in March 1981 to restricting the budget defi-
cit. Highlighted in the British budget for fiscal 1981/82 were tax increases
designed to reduce the Government's Public Sector Borrowing Requirement (PSBR)
from an estimated £13.5 billion (6.0 percent of GDP) in fiscal 1980/81 to
£10.5 biliion (4,25 percent of GDP) in the new fiscal year. By reducing
PSBR, Britain hoped to reduce interest rates and the exchange rate while, at
the same time, constraining the growth of sterling M3 to 6.0 - 10,0 percent.
The Civil Service dispute this year, however, depressed tax receipts, swelling
the deficit and money supply. Sterling M3 rose at an annual rate of 15.5
percent since the Government's latest target period began in February while

public expenditure for 1981/82 may overshoot its target by £2.0 billion.

Within the last two years fluctuations in exchange rates vis-a-vis
the United States dollar have become more pronoﬁnced. Much of the strength
of the dollar this year was due, not only to the firmness of interest rates
in the United States but also to the widening differential between interest
rates in the United States and elsewhere. In August, for example, when the
United States' dollar peaked, interest rate differentials favoring the dollar
also reached their highest level, abouf 12.0 percent against the’yen and
6.0 - 7.0 percent against the deutschemark. The decision by monetary

authorities not to match fully the increases in the United States and Euro-
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dollar interest rates was influenced largely by the weak level of domestic
activity and, in some countries, already high levels of real interest

rates.

The United States' strong current account position was a less
potent factor in the dollar appreciation. From a record deficit of USS14.0
billion three years ago, the current account of the Balance of Payments
improved to an estimated surplus of US$7.0 billion this year (This surplus
occurred despite the doubling of net fuel imports since the oil price in-
crease in 1979). The dollar began to slip against all major currencies in
August, its appreciation over the past two years having precipitated a
narrowing of the current account imbalances among industrial countries.

West Germany's current account deficit on a seasonally adjusted basis showed
signs of improvement moving down from DM29.8 billion in 1980 to an estimated

DM17.5 billion in 1981 while Japan's moved decisively into surplus.

After strengthening considerably against European currencies in
late 1980 and early 1981, the pound sterling weakened on an effective basis.
While both a strong current account position and high interest rates had
helped strengthen sterling, it began to weaken following oil price deve-
lopments which sharply reduced the official selling price of North Sea 0il.
In addition, strong demands for the United States dollar pushed sterling
down to its lowest level in two-and-a-half years in June and rising interest
rates in the United States further depressed sterling to almost a four-year

low in August.



The United States dollar came under increasing pressure after
fugust. Strains on the European Monetary System (EMS), for example,
forced EMS central banks to sell large amounts of dollars to keep their

urrencies within the agreed limit. Such strains eventually resulted in

O

the realignment of EMS currencies in early October. Following an agree-
ment to adjust the central rates within the EMS, the deutschemark and
the Dutch guilder were revalued by 5.5 percent and the French franc and

the Italian lira were devalued by 3.0 percent vis-a-vis other EMS currencies.

Two important and related developments occurred in the oil indus-
try this year, the first being the decline in oil prices during 1981 and

the second being the decision by OPEC members to unify prices.

The decline in oil prices is linked to a reduction in energy con-
sumption, After falling by 7.0 percent in 1980, consumption dropped by
5.0 - 6.0 percent this year in industrial countries. In addition, Saudi-
Arabia's high-production-and-low~price-policy also forced a number of
high-priced exporters, OPEC and non-OPEC, to reduce their prices or absorb

the decline in world demand.

Following the downward trend in oil prices, OPEC members were
able, for the first time to agree on a unified price for oil at their
meeting in Geneva in October. A limit of USS34.00 per barrel was set for

198%.

Mexico suffered severely from the slump in oil prices. The glut on



theoil market reduced Mexico's oil exports by an estimated US$7.0 billion
and compounded Mexico's other problems. The public sector debt rose by
USSl4.9 billion to US548.7 billion, most of which was in the form of short-
term-credit to alleviate its cash flow problem. In addition, the increase
in interest rates in the United States raised the cost of servicing the
public sector foreign debt by US$3.0 billion to US$7.0 billion. While
Mexico's economic growth rate has been, for the past four years, about 8,0
percent annually, this spectacular rate of growth has added to the current
account deficit which reached an estimated US$11.0 billion this year (US$6.6
billion in 1980), increased the overall foreign debt to US$64.0 billion,
raised inflation to about 28.0 percent and made the peso seriously over-
valued. The Government's response has been to allow peso interest rates

to rise at a level some twenty percentage points above the rates in the
United States to compensate for the inflation differential between the
United States and Mexico while enabling the continuation of the crawling
depreciation of the peso. Another adjustment policy adopted by the Govern-
ment reémoved excess money from the system through the compulsory pur-

chasing by the commercial banks of US$15.0 million in treasury bills.

Like Mexico, the trend in mest countries in 1981 was towards
larger gross borrowings. Funds raised on the international bond and cre-
dit market climbed from US$120.0 billion in 1979 and 1980 to US$186.0
billion in 1981 as both industrial and non-OPEC developing countries in-
creased their borrowings. Companies iﬁ the United States raised US$61.0
billion on the internaticnal credit market, about five times that raised

last year. Borrowing by non-OPEC countries rose by USS537.0 billion,



largely to finance growing current account deficits in the Balance of

Payments.

The OECD anticipates that economic activity in the industria-
lised world will increase modestly in 1982, still constrained by tight
monetary and fiscal policies. Interest rates in the United States
should remain high as tight monetary policy conflicts with high budget

deficits,

Review Of The Domestic Economy

Belize, like many other de#eloping economies, was adversely
affected by the impact of worldwide recession, high interest rates and high
levels of inflation. Characterising the Belize economy in 1981 were the
continuance of inflationary pressures, a relatively low rate of growth due
to the poor performance of its major industry, the widening of the trade
gap, increased deficits on the Government's budget, and falling foreign ex-

change reserves,

Inflation continued to exert its pressure on the economy during
the year under review. Though official cost of living indices are not
available, it is estimated that prices had risen about 15.0 percent, the
bulk of the rise being in food, fuel and beverages. The impact of the high
level of international inflation was felt on Belize's imports - the country
depends, to a large extent, on imports for its consumption and production.
This was further aggravated by the rising price of oil. The significant

fall in the domestic production of sugar, bananas and beef also contributed
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tc the worsening of the price situation in the country.

Economic growth is estimated at around 3.0 percent for 1981.
Despite improved performance in a number of agricultural industries, growth
was restricted by developments in the sugar industry. Production in the
citrus industry, Belize second largest export industry, rose from 1,420
thousand boxes in 1979/80 to 1,502 thousand boxes for the 1980/81 crop
whilst earnings climbed from $16.4 million to approximately $20.0 million.
Citrus production recovered sharply in 1980, climbing to its second highest
level in 25 years. In the fishing industry, exports rose during 1981 from
$7.4 million to $13.% million as both the volume and the price of major
fishery products rose sharply. The market for lobster was strong and the
price of lobster tails ranged between $14.00 - $18.00 (compared with its
peak of $7.00 in 1980). Lobster exports in 1981 reached 674 thousand pounds
valued at $11.1 million from 390 thousand pounds valued at $5.5 millien.

Production and earnings from conch and shrimps also expanded in 1981,

In contrast, the banana industry suffered a decline in production
and export earnings. Production of bananas this year was affected by un-
favourable weather conditions at the end of 1980. Exports of bananas,
therefore, dropped from 765 thousand boxes to 550 thousand boxes. Export
earnings, likewise, dropped from £1.5 million to €1.1 million. In addition,
due to the depreciation of the pound sterling during 1981, earnings were

significantly reduced in terms of the domestic currency.



the pound sterling on the foreign exchange markets.

i

The sugar industry was also affected by the depreciation of

More importantly,

however, low prices were obtained on the internmational sugar markets as

major buyers, affected by the recession, reduced their demand for sugar.

The price

1980 to US16 cents in 1981.

per pound of sugar plummeted from a peak of US40 cents in November

Sugar production declined by over 5.0 percent

te 97,724 tons, smut disease being largely responsible for the shortfall,

and exports fell from 97,110 tons in 1980 to 90,319 tons in 1981.

Low prices,

the depreciation of sterling and smut disease were, therefore, major factors

in the fall in earnings for exported sugar from $35.5 million in 1980 to

$82.7 million in 1981.

TABLE 2
Sugar Exports
Imports Thange in
{(Domestic vy
Corman- | Domestic | Trade | vorumel vatue | Enrangs
Year | (¢nitlion) {($ million)|($mil1ion)| (tONS) | ($million)] ($million )
19797 203.3 113.1 .2 |, 142 | 872 + 3.1
1980 246.0" 147.5° | -98.5° |97,110 | 95.5 +38.3
1981 253, 3" 142,28 | -111.1F |90,600 | 82.7 -12.8
P - Provisional
E - Estimated
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Sugar contributes more than 50.0 percent of Belize's domestic
export earnings and, therefore, a decline in the value of sugar exports have
important consequences for export earnings in any one year. Compared with
an estimated $147.5 million earned in 1980, domestic exports totalled $1u42.2

million in 1981.

On the other hand, the value of imports for domestic consumption
rose from an estimated $246.0 million in 1980 to an estimated $253.3 million

in 1981.

Since 1974 the trade gap has widened considerably. From $11.5
million in that year, the deficit widened to approximately $111.1 million by
1981, The escalation in oil prices was one of the major factors linked with
the growing deficit. In 1979, Belize imported some 524 thousand barrels valued
at $34.8 million. In 1980, for 532 thousand barrels, Belize paid $39.8 million.
Tor an estimated Y47 thousand barrels, Belize's oil bill amounted to $38.5
million in 1981, 0il imports accounted for approximately 15.2 percent of

imports for domestic consumption and 27.1 percent of domestic earnings in 1981.

Alsc characterising the economy for the past three years is the
widening deficit on Central Government's operations and the increased depen—
dence on the domestic system to finance these deficits. From a level of
$1.6 million in fiscal 1978, the deficit more than doubled by the 1979/80
fiscal year to $3.9 million. Althougﬁ a surplus was projected for Central
Government's operations in the 1981/82 financial year, shortfalls in sugar

earnings this year and consequently, a reduction in the estimated revenue
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collections from taxation, have reduced the possibility of this target

being acheived.

The banking sector was called upon to finance a large

percentage of the planned increase in capital outlays this year and

Government's net borrowings on the local credit market rose from $20.0

million at the end of 1980 to $29.2 million at the completion of 1981,

TABLE 3

CENTRAL GOVERNMENT
REVENUE AND EXPENDITURE

BZE $000
April-Sept. [Estimates
1979/80 [1980/81 1981/82p 1981/82
Recurrent Revenue 77,737 | 77,829 32,672 86,687
Capital Revenue 15,455 7,849 876 73,274
Total Revenue 93,192 85,678 33,548 159,961
Recurrent Expenditure| 67,921 62,811 31,752 71,052 .
Capital Expenditure 29,219 26,440 9,811 88,544
Total Expenditure 97,140 89,251 41,563 159,596
Deficit (-) or
Surplus (+) -3,948 -3,573 -8,015 +365

In December 1979, the financial year
was changed to run from April 1 to

March 31. The data for 1979/80 in-

cludes Government's operation between
January 1979 and March 1980. Expendi-

ture over the first three months of
1980 was provided for by supplemen-

tary appropriation by the Legislature.

P - Provisional
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Both the widening trade deficit and the increase in the public
sector's borrowings on the domestic market were manifested in a foreign
exchange loss. The drain in reserves became particularly evident in the
second half of 1981 and, although there was some recovery in December,
foreign exchange reserves were down to $7.9 million at year end, compared

with $13.8 million in 1980,

It must be emphasised that monetary policy by itself cannot curb
inflaticonary pressures, stabilise the exchange rate of the currency, facili-
tate surpluses on current account of the Balance of Payments and accelerate
economic growth, though it strives to, achieve these objectives. To be effec-
tive, monetary policy has to be buttressed by a large measure of fiscal
restraint and efficient economic management, the development of adequate in-
frastructure in the economy and the adoption of appropriate policies condu-
cive to growth and development, all of which fall within the purview of

public policy.

while the unanticipated and sharp decline in sugar prices was
significant for the performance of the domestic economy in 1981 ,other note-
worthy developments during the year were first, the introduction of a Social

Security Scheme and second, the attainment by Belize of independence.

The Social Security Scheme came into effect on June 1 and, con-
tributions by both employers and employees to a fund administered by the
Social Security Board are to be used to protect insured persons and their

dependents againat loss of income from employment, invalidity, retirement
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from work, sickness and maternity.

Belize became an independent nation on September 21 and with
this, it became eligible to apply for membership in a number of interna-
tional organisations. Notable amongst the group are the International
Monetary Fund (IMF) and the World Bank to which Belize has already applied
for membership. It is anticipated that during 1982 Belize will be ad-
mitted to these bodies and gain access to the various facilities offered

by them.

A separate section is included as an appendix to this year's
Annual Report presenting an analysis of trends and developments in money
and banking during 1970 - 1979. The study provides the necessary back-
ground to understand the endeavours of the Monetary Authority (and its
predecessor, the Board of Commissioners of Currency) in developing an
appropriate financial infrastructure which is resilient and responsive

tc the growing needs of the economy.
Further, the study also enables one to appreciate the Authority's
efforts to consclidate and regulate the banking system with a view to faci-

litating orderly economic growth and development during the last decade.

Public Finance

During the year there has been a phenomenal increase in the

public sector's borrowing from the domestic system. This increase was
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particularly marked in the second half of the year.

The expansion in public sector borrowing was associated with

Central Government's growing deficit.

ot
b
=
v}
part
o
[+

approved by the Legislature for the 1981/82 fiscal

I
]

vear project a surplus of $0.4 million on Government's financial operations.
Total expenditure for the year is estimated to reach $160.0 million, $71.1
million of which is to meet recurrent expenditure. Of the amount budgetted
for recurrent expenditure, 44.7 percent is allocated for wages and salaries,
and 7.4 percent for servicing of public debt. To meet the anticipated in-
crease In expenditure for the 1981/82 fiscal year, measures introduced in-
cluded an increase in customs and excise duties on fermented Ieverages and
various fuels, stamp duties and motor vehicles licences. These measures

are expe:cted to contribute roughly $5.6 million te revenue.

Despite the projected surplus on Government's fiscal operations
for the year, the first six months of the fiscal year (for which data are
avallable) revealed a sizeable deficit of about $8.0 million. This overall
deficit which was due to a lag in capital reimbursements was only about
$0.5 million below that experienced in the corresponding six months of the

previcus year.

Luring the past two years Central Government has been increasing-
ly seeking support for its budgetary deficit on the domestic market. Follow-
ing a rate of growth exceeding 40.0 percent in 198C, public sector borrowing

CENTRAL BANK OF BELIZF
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rose from 522.5 million to $38.6 million, an increase of 31.0 percent in
1981, The expansion in public sector borrowing this year accounted for
44,0 percent of the total increase in net domestic credit. Though some-
what below the previcus year's 52.4 percent, large scale borrowings of

this magnitude tend to blunt the efficacy of monetary policies in regu-

inflationary pressures in the economy.

lating bank credit and curbing
Although all types of lending to the public sector rose, it

was Monetary Authority's direct lending that dominated the increase. Over

the year. net advances to Central Gevernment rose by 72.1 percent, climb-

ing from $4.2 million to $7.3 million. The increase was particularly marked

in the seccond half of the year wben for the first time, these advances rase

to fifteen percent of the Government's estimated current revenues.

Money and Banking

During the year, money supply Ml (defined as currency with the
pubiic plus demand deposits less Central Government's demand deposits) de-
¢lined by a modest 1.6 percent, in contrast to the 11.5 percent growth in
1980, The public increased its cash holdings to $19.0 million, that is,
by about 8.0 gercent, but this was more than offset by the decline in

demand deposits. The downward trend in demand deposits became marked in the

iosing months of the year. By the end of the year, these deposits stood at

$23.1 million compared with $25.3 million the previous year,

Savings deposits also fell over the year. An 11.8 percent re-

£

duction brought savings deposits down to $27.8 million. This reversed the
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upward trend in these deposits; in 1980 savings deposits had risen by

5.8 percent.

0f the three types of deposits, time deposits was the only one
to increase over the vear. The expansion in time deposits was sufficient-
1y strong to offset the decline in the other deposits and the growth in
total deposits exceeded 12.0 percent (13.0 percent in 1980). Time depo-
sits showed a strong upward trend this.year. It rose by over 47.0 per-
cent, considerably exceeding the 21.0 percent growth rate achieved over

the previous year.
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The growth in money supply M2 was, therefore, linked foremost
to the expansion in time deposits. M2 increased by 11.8 percent from

$111.3 million to $124.5 million; M2 rose by 12.8 percent in 1980,

The growth in monetary liabilities during 1981 was linked close-
1y to domestic credit expansion. For most of the year gross credit rose
steadily upward. Following an increase of 14,0 percent in 1980 lending
rose to 5134.0 million in 1981 - 24.1 percent above the 1980 level. In-
creased demands by both the public and private sectors were associated

with credit expansion. The public sector, largely through the increased
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DIAGRAM 3
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usage of its overdraft facilities at the Monetary Authority and the commarcial
banks, accounted for about u4.0 peréent of the growth in domestic credit. An
acceleration in the private sector borrowings pushed loans to this sector up
by 16,0 percent (8,1 percent in 1980), Over the year, loans to the agricul-
tural sector remained constant at $24.0 million while loans to the manufac-
turing sector dropped from $12.5 million to $11.9 million. On the other hand,
a large increase in the distributive sector's borrowings at the beginning of
the year resulted in an overall growth of u4.0 percent. This rise, together

with increases in loans to Building and Construction (28.5 percent), and in

Personal loans (14.2 percent), was the primary factor in the expansion in
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lending to the private sector. The rapid growth in credit to the distri-
butive sector resulted in distribution becoming the bank's largest borrower.
From 27.4 percent in 1980, the distributive sector's share of bank advances
climbed to 33.3 percent, The building industry also increased its share,
from 10.0 percent to 10.9 percent. Agriculture and manufacturing, on the
other hand, reduced their shares from 26.2 percent to 22.1 percent and

from 13.6 percent to 10.9 percent, respectively.

Interest Rates

The average deposit and lending rates rose significantly in 1981,
continuing the upward trend begun in 1980. The average rate on deposits
rose from 7.8 percent at the end of 1980 to 9.5 percent at the end of 1981,
The average loan rate, on the other hand, rose from 16.5 percent to 19,5

percent. The spread between those two rates, therefore, widened in 1981.
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II OPERATIONS

Banking Liquidity:

Section 17(1) of the Banking Ordinance 1976 requires every licensed

financial institution to maintain on an account with the Authority a minimum

b

balance which, on average, shall be equivalent to at least five per centum
of Itz average deposit 1iabilities. Throughout the year, the banks main-

tained balances with the Authority in excess of the statutory stipulation.

For the first three months of the year, the banks held deposits
with the 5uthority significantly above the legal requirement. During that
period, commercial bank balances avefaged about 7.1 percent of average depo-
sit liabilities, This contrasted with the corresponding period in 1980 when,
aithough the banks held balances averaging 5.8 percent, they were able to

meet the statutory limit only through support from the Monetary Authority.

The high level of excess balances declined after the first quarter
of 1981, recovering in Julv and December when the banks held on average 6.4
percent and 6,1 percent, respectively, of deposit liabilities with the

Authority.

Section 18 of the Banking Ordinance 1976 requires every licensed
¢inancial institution to maintain a minimum aggregate holding of approved

iiguid assets amounting, on average, to twenty per centum of average de-

e

abilities. The required minimum level (which may be increased to

.
r 1
posit L

a maximum of thirty-five per centum) remained unchanged throughout the year.
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TABLE 5
BALANCES HELD BY THE COMMERCIAL BANKS WITH THE AUTHORITY

(Average of Daily Balances)

(BZE $000)

Months of Minimum Re- Actual Balance Excess
1981 quired Balance Held Balance
Jan 4,722 6,066 1,344
Feb 4,625 6,965 2,340
Mar 4,767 6,923 2,156
Apr 5,092 6,077 985
May 5,250 . 5,998 748
Jun 5,239 6,036 797
Jul 5,201 ' 6,663 1,462
Aug 5,315 5,735 420
Sep 5,379 6,083 704
Oct 5,396 6,151 755
Nov 5,279 5,637 358
Dec 5,256 6,412 1,156

The banks' holdings of liquid assets were generally higher than
they were in 1980. The level at which these balances were held largely
reflected the seasonal nature of the economy. Liquid assets, for example,
peaked in July when the banks held liquid assets equal to 35.3 percent of
deposit 1liabilities. The high level of liquidity assets during this period

was in response to the receipt of the second payment by sugarcane farmers.
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TABLE 6

HOLDINGS OF APPROVED LIGUID ASSETS IN 1981

(Average of Liquidity Balances)

(BZE $000)

Month Required Actual Excess
Holdings Holdings Holdings

Jan 18,889 25,240 6,351
Feb 18,499 26,201 7,702
Mar 19,068 29,218 10,180
Apr 20,378 34,381 14,003
May 20,997 . 30,583 9,586
Jun 20,956 29,872 8,916
Jul 20,806 36,670 15,864
Aug 21,265 36,787 15,522
Sep 21,516 32,561 11,045
Oct 21,586 28,228 6,642
Nov 21,119 26,665 5,546
Dec 21,043 27,293 6,250

Fluctuations in the bank liquid assets are generally reflected
in movements in their holdings of treasury bills and in their deposits
with the Authority. The banks were able to participate more actively in
the treasury bills market this year éhan they did in 1980. 1In 1981,
treasury bills held by the banks were on average equal to 7.4 percent of

deposit liabilities; in 1980 they averaged 4.0 percent.



Authority's Lending To Commercial Banks

Under the provisions of Section 26 of the Monetary Authority
of Belize Ordinance 1976, the Authority provides loans to licensed finan-

ecial institutions.

TABLE 7
AUTHORITY'S LENDING TO COMMERCIAL BANKS

(Monthly averages compiled from Wednesday Banking Statistics)

(BZE $000)

Month ) Amount Month Amount
(1981) (1981)

Jan 200 Jul 800
Feb 300 Aug 600
Mar 400 Sep 160
Apr 400 Oct -
May 650 Nov -
Jun 1,225 Dec -

The Authority's lending to commercial banks rose slowly, peak-
ing at $1.2 million by June 1981, From October onwards, the banks did not
require accommodation from the Authority. In 1980, except for the month
of August, the banks borrowed throughout the year. Nevertheless, their
borrowings showed a secular trend of decline, reachihg a low of $0.2

million by September.
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Cheque Clearing

The clearing house agreement of October 1978 between the
Autherity and the commercial banks operated throughout the year. Cheque
clearing activity rose over the year, amounting to $340.2 million for 1981.
This was approximately $28.3 million or 9.1 percent in excess of the amount

cleared in 1880,

TABLE 8
COMMERCIAL BANK CHEQUE CLEARINGS IN 1981

(BZE $000)

Month Cheques Cleared | Month Cheques Cleared
(Amount) (Amount.)
Jan 24,941 Jul 35,115
Feb 30,273 Aug 31,692
Mar 26,322 Sep 26,238 ‘
Apr 23,031 Oct 27,578
May 29,704 Nov 24,924
Jun 27.237 Dec 33.133

The amount of cheques cleared'throﬁgh the Authority peaked in
July when a total of $35.1 million was transacted through the clearing
house. Similarly, in 1980 clearing activity peaked in July at a total of
542.1 million. The higher level of activity during July of both years is an
indicator of the larger volume of transactions that takes place following the
receipt of payment for sugar exports. Sugar export is, by far, the largest
foreign exchange earmer and the receipt of funds by sugarcane farmers for
their exports is associated with the seasonal upturn in economic activity

mid-year.
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Except in July, the amount of cheques cleared each month was

higher than that in the corresponding month of 1980.

The lower level cf

cheques in July in 1981 as compared with July 1980 was due tc the short-

fall in sugar earnings.

The second sugar payment in 1981 amounted to

$21.3 million, substantially below the $29.9 million received in 1980.

Currency

The Authority is vested with the sole right of issuing, re-

issuing and redeeming Belize currency notes and of determining, with the

approval of the Minister, the designs and other specifications of legal

tender currency notes and coins.

TABLE 9

CURRENCY IN CIRCULATION

(BZE $000)

End of Month 1981 Notes Coins Total
Jan G gt L 3,145 20,680
Feb 18,391 3,147 21,538
Mar 18,771 5,177 21,948
Apr 20,413 3,193 23,606
May 20,622 3,209 23,831
Jun 19,119 3,220 22,339
Jul 20,754 3,232 23,986
Aug 21,665 3,213 24,878
Sep 21,306 3,224 24,530
Oct 20,083 3,296 23,339
Nov 19,413 3,267 22,680
Dec 18,984 3,296 22,280
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The currency unit of Belize is the Belize dollar which since

May 1976 is equivalent to fifty cents in United States of America currency.

Since January currency in circulation (notes and coins) rose from
$20.7 million to $22.3 million, an increase of 7.7 percent. In 1980 the
growth in currency exceeded 18.0 percent. Most of the expansion was in the
note issue. Whilst coins being circulated increased from $3.1 million to
$3.3 million (less than 5.0 percent) notes in circulation rose from $17.5

million to $19.0 million (8.3 percent).

Currency in the banks rose from $2.3 million in January to $3.3
million in December, up 44.6 percent and the public's holdings were increased
from $18.4 million to $19.0 million (3.2 percent). During the corresponding
period in 1980, vault cash rose by 49.9 percent and the public's holdings

by 13. 1 percent.

Transactions With Government:

Section 23 of the Monetary Authority of Belize Ordinance, 1976
permits temporary advances to Government not exceeding fifteen per centum
of estimated current revenues for the financial year. Government resorted
to temporary borrowing from the Authority for most of the year. As Govern-
ment made increasing use of this facility, its advances rose rapidly from
$3.8 million at the end of 1980 before peaking at $13.0 million in October.
Jver the remaining months of the year, Government borrowings declined slight-
1y and at the end of December, the account stcod at $12.6 million or approx-

mately 14,6 percent of estimated current revenue for the 1981/82 financial

year.



The Authority acts as agent for the Government in making
arrangements for the issue of Treasury Bills. Bills are issued with
maturities of 91 days at monthly intervals. Bills to a total of
416,885,000 were outstanding at December 31, 1981 of which $14,448,000

(Book Value $14,059,861) was held by the Authority. During the year, too,

TABLE 10
GOVERNMENT OF BELIZE TREASURY BILLS

(BZE $000)
Average
Average | Yield
Issue | Amount Amount Additional | Total Discount| To
Number | Tendered | Allotted | Allotment Allotted| Rate | Maturity
1/1981 | 10,000 9,000 - 9,000 11.5 11.8
2/1981 3,185 3,185 - 3,185 11.5 11.8
3/1981 2,815 2,815 - 2,815 11.25 11.5
4/1981 9,000 9,000 - 9,000 11.25 i
5/1981 3,185 3,185 - 3,185 11,25 11.5
6/1981 2,815 2,815 - 2,815 11.25 11.5
7/1981 9,000 9,000 1,500 . | 10,500 11.75 L%
8/1981 8,285 3,185 e 3,185 11.75 12.1
9/1981 3,000 3,000 200 3,200 12.12 12.5
10/1981 | 10,000 | 10,000 500 10,500 | 12.12 | 12.5
11/1981 3,185 3,185 . 3,185 12.12 12.5
12/1981 3,000 3,000 200 3,200 12.12 12.5
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TABLE 11

ADVANCES TO GOVERNMENT AND HOLDINGS
TREASURY BILLS AD OfHER SHURITIE

OF TIES
(BZE $000)

1981 ' Treasury|{ Other
Month End Advances (a) Bills Securities (b)
Jan 3,180 4.3 11,168 1,308 .9
Feb 3,025 4.1 5.755 1,308 0.7
Mar 4,379 6.0 5,662 1,308 0.7
Apr 2,844 3.3 2,597 1,308 0.4
May 2,802 - 4 5 8,603 1,308 1.0
Jun 8,326 9.6 6,641 1,308 0.8
Jul 9,898 11.4 1,715 1,308 0.3
Aug 12,720 9.7 4,805 1,308 0.6
Sep 12,684 14.6 8,473 1,308 1.9
Oct 12,981 15.0 12,313 1,408 1.4
Nov 12,919 14.9 12, 921 1,408 1.4
Dec 12,631 14.6 14,060 1,408 :

Note: (a) Outstanding advances as a percentage of

Government's Estimated Current Revenue.

The period January through March is based

on Estimated Revenue for fiscal 1980/81
and the subsequent months on Estimated

Revenue for fiscal 1981/82.

(b) Total holdings of treasury bills and
other securities as a multiple of the

Authority's paid-up capital and reserves.
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the Authority increased its holdings of Government of Belize debentures

by $100,000 to $1,408,025. The total holdings of Belize Government securi-
ties which amounted to $15,467,886 were well within the limit of $73,221,520
(seven - times the Authority's paid-up capital and reserves) imposed by
Section 24 of the Ordinance. The Authority's holdings of treasury bills

and Government debentures totalled $8,661,0u8 at the end of 1980,

Foreign Exchange Operations

The Authority undertakes to buy from and sell to Authorised
Dealers the stipulated currencies by way of cover for authorised transactions

at prescribed rates. The stipulated currencies are:

a) the United States dollar;

b) the Canadian dollar;

¢) the Pound Sterling;

d) the currencies of member countries of the

Caribbean Community (CARICOM)

During 1981, the Authority made net sales of Sterling, Canadian
dollars and United States dollars amounting to approximately $7.3 million.
In contrast, its tradings in those currencies in 1980 resulted in net
nurchases of $3.4 million. Net sales involving CARICOM currencies totalled

approximately $0.2 million compared with $1.8 million in 1980.

Most of the foreign exchange transactions undertaken by the

Authority involved United States dollars. Of its total foreign assets of



N

$20.6 million at the end of December 1981, the US dollar constituted 87.4
percent, Sterling accounted for 1ll.1 percent, and other stipulated currencies
for 1.5 percent. The 1980, of the Authority's foreign assets which totalled
$24.8 million, the US dollar constituted 87.7 percent, Sterling constituted
11.1 percent, and other currencies 1.2 percent. The composition of the

foreign exchange holdings remained, therefore, virtually unchanged.

TABLE 12

AUTHORITY DEALINGS IN FOREIGN EXCHANGE

WITH FINANCIAL INSTITUTIONS IN BELIZE

TRADINGS IN THE US DOLLAR, CANADIAN
DOLLAR AND POUND STERLING

(BZE $000)
1981 Purchases Sales Net Purchases
Jan 11,071 10,520 551
Feb 16,496 12,269 4,227
Mar 6,715 6,665 50
Apr 9,919 5,974 3,945
May 5,992 11,165 (5,190)
Jun 6,587 11,186 (4,599)
Jul 13,383 9,346 4,037
Aug 10,229 12,216 (1,987)
Sep 5,015 10,583 (5,578)
Oct 4,379 T (4,039)
| Nov 3,230 6,176 (2,946)
] Dec 11,620 7,401 4,219
{Crnﬁd Total ! 104,636 ‘ 111,946 (7,310)




Tables 12 and 13 show the purchases of and sales by the Authority

of these stipulated currencies during the year. Transactions involving the

currencies of CARICOM countries are effected through the CARICOM Multilate-

ral Clearing Facility.

TABLE 13

AUTHORITY DEALINGS IN FOREIGN EXCHANGE
WITH FINANCIAL INSTITUTIONS IN BELIZE.
TRADINGS IN CARIOOM CURRENCIES

BZE_$000
1981 Purchases Sales Net Purchases
Jan 31 548 (437)
Feb 41 217 (176)
Mar 693 543 150
Apr 580 . 107 403
May 509 286 223
Jun 125 276 (151 )
Jul 62 397 (335)
Aug 435 521 (86)
Sep 28 433 (405)
Oct 687 410 277
Nov 680 396 284
Dec 762 693 69
Grand Total 4,713 | 4,897 (184)
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Coin Programme

Since 1974 the Government of Belize has been participating along
with the Franklin Mint of Pennsylvania in the United States of America, in
the issue of numismatic coin sets in gold and in silver. In 1976, the
Authority tock over responsibility for the programme and, since then, has
made yearly issues of gold coins and coin sets which carry 8 (eight) uncircu-
lated ceins, e=ach representing a denomination of Belize currency up to $10.
All the coins issued have portrayed désigns pertaining to Belizean culture
and natural life. The gold content of all $100 coins is 6.21 grams and that

of the S50 cocin is 1.50 grams.

At the end of 1981 plans were being made to mint a $100 gold

coin to commemmorate Belize's independence.

Exchange Control

The Authority is charged with ensuring "that the foreign exchange
reserves of Belize are administered in the interest of the ecomomy and in

accordance with the economic policy of the Govermnment."

The Authority was appointed Controller under the provisions of
Section 5 of Foreign Exchange Ordinance of 1972 (No. 24 of 1972) and is,

therefore, responsible for the administration of exchange controls in Belize.

The Dxchange Control Regulations, 1976, were made by the Minister
in exercise of powers conferred upon hiﬁ by Section 3 of the Foreign Exchange
Regulation Ordinance, 1972 and both the parent and subsidiary legislations
were brought into force on May 11, 1976. The regulations cover every aspect of

TENTRAL BANK OF BELIZER
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foreign eichangedealingsand derive from legislation enacted during the
Second World War. Current policy aims at building up administrative machi-
nery capable of coping with any possible future emergency situation while at
the same time causing as little inconvenience as possible to members of the
public. Tﬁe commercial banks have acéordingly been appointed Authorised
Dealers with delegated authority to deal with a wide range of routine appli-
cations. It is only in the more unusual circumstances and where the amounts
are substantial that reference needs to be made to the Authority. The appli-
cation forms completed by persons applying to Authorised Dealers for foreign
exchange are regularly forwarded to the Authority for audit and.}abulation of
data. The Exchange Control Sectiocn w?s re-organised this year,info a full-

fledged department of the Monetary Authority.

Table 14 provides a breakdown of the purpose for which foreign
exchange was used during 1981 and the relevant amount according to processed

application forms.

Outflows during 1981 reached a total of $309.0 million, falling
short of the previ&us year's outflows by 1.3 percent, and registering an
overall decline in the various categories of outflows. Belize'§ heavy
reliance on imports is evidenced by the significant portion of outflows
allotted for imports. The import bill, always the largest compbnent of
foreign exchange outflows, accounted for 82,3 percent of outflows during
1981, Of the $254.3 million transferred for imports, approxima%ely 13.2
percent were transfers for oil and pétrqleum products. Actuairpaymenté

during 1981 for oil amounted to $33.6 million. The second largest component
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of the outflows of foreign exchange were "Travel Fares and Freight Charges"
which accounted for 3.1 percent of éhe total. This was one of the few current
account transactions to register an increase over the preceding year,

rising by 11.8 percent. Total current account transactions fell by some

3.8 percent.

Capital account transactions, on the other hand, exhibited a
sharp increase, rising by 46.8 percent. Most categories under this account
showed sizeable increases. Funds transferred for "Emigration" rose by 60.4
percent while "Loan and Interest Payments' increased by $2.2 million or
74.8 percent over the year. '"Repatriation of Funds" nearly doubled,

increasing from $3.9 million tc $7.4 million.
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IIT ACCOUNTS

The authorised and paid-up capital of the Monetary Authority of

Belize is four million dollars.

The annual statement of accounts of the Authority for 1981, cer-

tified by the auditor, is attached to this Report.

The net profit‘from the operations of the Authority during 1981
amounted to $6,247,445 compared with $3,089,259 in 1980, This sharp in-
crease was attributable, in large measure, to increased government borrowing
(see page 28). Total assets which were $38,274,034% in 1980 rose by 27,98
percent to $48,984,431., TForeign assets as a proportion of total assets fell
from 64.7 percent at the beginning of the year to 42.16 percent at the end

of December 1981.

Income and Expenditure

Net investment income during 1981 totalled $6,259,972 ($4,252,638
in 1980) and represented a yield of approximately 14.68 percent (11.84 percent
in 1980) on average assets. 90.9 percent (76.0 percent in 1980) of total in-

come of $6,885,249 (55,593,370 in 1980) was derived from this source.

Total operating expenses, including the cost of printing money and
minting coins was $637,80u4 ($2,504,111 in 1980) representing 9.3 percent (44.7
percent) of total income. Excluding the cost of printing currency notes and

minting coins, other operating expenses represented 8.48 percent of total income
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compared with 7.51 percent in 1980,

General Reserve Account

In accordance with the provisions of Section 13(4) of the Monetary
Authority of Belize Ordinance 1976, as the balance on the General Reserve
Account exceeded ten but not fifteen per centum of gross demand liabilities,
a sum of $908,860 from the net profit was credited to the General Reserve
Account. QGross demand liabilities of the Authority at the end of 1981

amounted to $38,406,693 and the General Reserve Account before the transfer

¢f net profit stood at $4,051,357.
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IV ADMINISTRATION

The Board of Directors

The Beoard of Directors of the Authority during the year con-
sisted of -
E.A. Marshalleck Esq., Chairman
H.E.C. Cain Esq., 0.B.E., Managing Director
D.B. Courtenay Esq., Attorney-at-Law
H. Escalante Esqg.

E.G.N. Gegg Esq., 0.B.E., J.P.

Mr. A.E. Cattouse, J.P., a member of the Board, died on July 6,
1981. Mr. Cattouse who was serving his second three-year term as a
Director at the time of his death had been a Currency Commissioner before
becoming a member of the Board of Directors of the Authority on its esta-

blishment in November 1976,

The Board held eleven meetings during the year.

Staff
The principal officers of the Authority at the end of 1981 were -
Mr. H.E.C. Cain, 0.B.E., F.C.C.A., Managing Director
S.R.K. Rao, Ph.D., Chief Research Officer
F.J. Garbutt, Chigf Accountant
D.L. Leslie, B.B.A.(Econ.), Foreign Exchange Controller

C.E. Reyes, B.A.(Library Studies) Acting Secretary.
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Miss Rita Vernon, Secretary, commenced pre-retirement leave
in December of this vear. Miss Vernon who has been with the Authority
since it commenced its operations has made a significant and valuable con-

tribution to its development.

Miss Cecile Reyes was appointed to act as Secretary in Decem-
ber, 1981, She is on secondment from the Government Service, initially
for a period of six months. Miss Reyes joins the Authority after serving
as Principal Librarian in the National Library Service for a period of three

years.

Ms. Dorla Leslie was appointed to the post of Foreign Exchange
Controller in September. Ms. Leslie was previously attached to the Research

Department.

Total staff employed by the Authority was twenty-nine at the
end of 1981 (twenty-five at the end of 1980) of which six were on secondment

from the Government Service,

Overseas Visits

Ir March 1981, the Managing Director, Mr. H.E.C. Cain, attendgd
the Third International Banking Conference in Nassau, Bahamas. - The follow-
ing month he was in Venezuela attending a conference on the Financial Deve-
lopment of Latin America and the Caribbeaﬁ. This conference explored the
problems of developing countries in the face of chronic inflation, high in-

terest rates, floating exchange rates and payments imbalances and the



experiences of Latin American countries in dealing with these problems.

In May he was present, as an observer, at the Eleventh Annual Meeting of the
Caribbean Development Bank held in Antigua. Mr. Cain, in September, attended
the Second International Conference of Banking Supervisors in Washington D.C.

Following this conference was the Joint Annual Meeting of the IMF/World Bank.

The Managing Director attended the Tenth and Eleventh Meetings of
the Board of Governors of the CARIZOM Multilateral Clearing Facility held in
Port-of-Spain, Trinidad in May, and in Bridgetown, Barbados in November.
Representing the Authority at the Meetings of Technicians which preceded the
Board of Governors' Meeting were the Chief Accountant, Mr. Frank Garbutt, and
the Foreign Exchange Controller, Ms. Dorla lLeslie. Following the Technicians'
Meeting in Trinidad, Ms. Leslie represented the Monetary Authority at the
Senior Qfficials of Finance Meeting in Antigua. Also, following the Board
of Governors Meeting in Barbados, the Managing Director was present at the
Fourth Meeting of the Co-ordination Committee on Multilateral Payments Arrange-

ments which was held in Barbados.

Mr. Cain and Ms. Dorla Humes, Research Officer, were in Port-of-
Spain, Trinidad in November participating in the Thirteenth Regional Programme
of Monetary Studies. Ms. Humes presented a paper "Trading Patterns in Belize

1970 - 1979%,

Training:

The futhority in its expansion programme, has placed much

emphasis on staff training. In this connection, Research Officer, Ms. Dorla
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Leslie attended a seminar Characteristics of Labour Force in Washington

during the summer. The seminar which ran for six weeks was arranged in
the United States' Bureau of Labour Statisties, U.S. Department of Labour
under the auspices of OLAB/AID. Another officer, Ms. Dorla Humes, attend-
ed for six weeks the Central Banking Course 1981 at the Bank of England.
In addition, Ms. Humes spent a week visiting various sections of the

Bank discussing matters of mutual interest.

Financial assistance is alsoc offered to members of staff wishing
to pursue training in related subjects, for example, banking, statistics
and accounting. During the year under review, two of the Authority's
staff members continued to pursue training as registered students of the

Association of Accounting Technicians in the United Kingdom.



chartered accountant b i 49 North front Street i n association with

{ POBox 756 i Coopers & Lybrand (international)
- Belize City Behze ’

| |

| telephone 44929

SJP Ermeav Sr

AUDITORS' REPORT
T0 THE BOARD OF DIRECTORS OF
THE MONETARY AUTHORITY OF BELIZE

We have audited the accounts con pages 2 to 8 in accordance with
Approved Auditing Standards. -

In our opinion the accounts give a true and fair view of the state
of affairs of the Authority at 31 December 1981 and of the results
of its operations for the year ended on that date.

(signed) S.J.,P. ERMEAV SR
Chartered Accountant

Beli?e City, Belize
5 March ‘iusd
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THE MONETARY AUTHORITY OF BELIZE
BALANCE SHEET
31 December 1981

Note

ASSETS
APPROVED EXTERNAL ASSETS 3

Balances and deposits with
foreign bankers and the Crown
Agents maturing within 180 days

Marketable securities issued or
guarantced by foreign govern-
ments and international
financial institutions

Other foreign credit instruments
maturing within 180 days

Accrued interest and cash intransit

DEFERRED INCOME

Unrealised gain from appreciation
in value of external assets

Unrealised gain from changes
in foreign exchange rates

ADVANCES TO BELIZE GOVERNMENT
BELIZE GOVERNMENT DEBENTURES, at cost
BELIZE GOVERNMENT TREASURY BILLS 4

BALANCES WITH LOCAL BANKERS AND CASH

Oi ZIAND
OTHER ASSETS 5
FIXED ASSETS 6

Total Assets

1981 1980
$ $

13,018,184 16,951,981
3,496,732 4,029,818
4,000,000 3, 300,000
150,916 1,020,696
20,665,832 25,302,495
(2!021) (2,2&7)
(10,060) (529, 190)
20,653,751 24,771,058
12,629, 340 3,828,906
1,408,025 1,308,025
14,059,861 7,353,023
25,934 34,541
76,908 866,916
130,612 111,565
48,964,431 38,274,034
o — = o — ——3

The notes on pages 5 to 8 form an integral part of these accounts.

CENTRAL,

BANK

OF BELIZR
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THE MONETARY AUTHORITY OF BELIZE
EALANCE SHEET

%1 December 1981

(continued)

Note 1981 1980
$ $
LIABILITIES, CAPITAL AND RESERVES
DEMAND LIABILITIES
Notes and coins in circulation 22,279,662 21,242,330
Deposits by licensed financial
institutions 7 9,264,397 4,755,601
Deposits by Belize Govermment and oo
Public Sector Entities in Belize 3 54 372,192 1,633,611
Unredeemed demonitised issue 9 1,103, 344 -
32,019,595 27,631,542
CARICOM MULTILATERAL CLEARING FACILITY 387,104 900, 148
OTHER LIABILITIES 111,515 190,987
Total Liabilities 38,524,214 28,722,677
CAPITAL ACCOUNT
Paid up Capital
(Authorized Capital $4,000,000) 4,000,000 4,000,000
GENERAL RESERVE ACCOUNT 10 4,960,217 L.,051, 357
BUILDING FUND 1,500,000 1,500,000
Total Liabilities and Capital 48,984,431 38,274,034
JGEBQE%EL)&E&;Jﬁﬂ?ﬁ%&E&%&&___2 i
..(...S.l..g.’.q_?.d_).. _I.l.'.EE.'.q.'_ .(E.a.'.jl.n _________ z Mana;ing Director
.ﬁfﬂfﬁ??illi:l;J§E5223F ________ Chief Accountant
The notes on pages 5 to 8 furm an integral part of these accounts.



THE MONETARY AUTHORITY OF BELIZE
STATEMENT OF OPERATIONS
Year ended 31 December 1981

INCOME
Net interest on investments
Discounts and other investment income

Net realized gains (losses) from
changes in foreign exchange rates and
appreciation in value of securities

Commissions and other income
Total Income

EXPENDITURE
Printing of notes and minting of coins

Salaries and wages, including super-
annuation contributions, and gratuities

Other expenses, including depreciation

Total Expenditure

NET PRCOFIT

Less:- Amount transferred to General
Reserve in accordance with Section
13(4) (b) of the Ordinance

Balance due to Government of Belize

Less: - Amount retained in a Building
Fund with the approval of the Minister

Balance credited to deposit account in
the name of Government of Belize

1981 1980
4,208,352 3,018,877
2,051,620 - 1,233,761

(146,774) 353,246
772,051 987,486
€,885,249 5,593,370
54,061 2,084,275
320,083 234,885
263,660 184,951
637,804 2,504,111
6,267,445 3,089,259
908, 860 66,614
5,338,585 3,022,645
A 1’500'000

5. 338,385 . | JpBe2eMh5
e TIPSy

The notes on pages 5 to 8 form an integral part of these accounts,
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THE MONETARY AUTHORITY OF REIL
NOTES TO THE ACCOUNTS
31 December 1981

=
[
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The Monetary Authority of Belize was established by the Monetary
Authority of Belize Ordinance 1976 (the Ordinance).

ACCOUNTING POLICIES

e

o

Ce

d.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated deprecia=-
tion. Depreciation is calculated using the straight line
method over the estimated life of the asset.

Notes and coins in circulation

Up to 31 December 1976 when tng Belize Board of Commissioners
of Currency was wound up and its assets transferred to the
Autherity, liability was recognised in the accounts in
respect of ceins specially minted or packaged and issued as
collectors' items, Included in tne accounts for the year
under review is a liability of 1,161,059 in respect of the
sale of such coins up to that date.

As of that date, however, no further liability is re-
cognised in connection with the sale of spe01al coins, and
proceeds from such sales arce included in income in the year
of sale, The coins are not issued for monetary purposes
and in the cpinion of the directors no liability will arise
in respect of then.

Translation of foreign currencies

Foreign currency balances at 31 December 1981 are translated
at the rates of exchange ruling at that date. Income and
expenses in foreign currencies are translated at the rates
of exchange ruling on the date of the transaction.

Valuation of sccurities

Securities are stated at market. Realised securities gains
are included in income while unrealised gains are deferred.
Securities losses, whether or not realised, are charged
against incone,
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THE MONETARY AUTHORITY OF BELIZE
NCTES TO THE ACCCUNTS
21 December 1981

ACCOUNTING POLICIES (Continued)
¢. PForeign exchange gains and losses

Nealised gains from changes in foreign exchange rates are
included in income while unrealised gains are deferred.,
Losses, whether or not realised are charged against income,

T+ Accrued interest and cash intransit

Accrued interest and cash intransit in respect of foreign
assets are shown as part oi External Assets,

iz« Printing and minting expenses

The cest of printing nctes and minting coins is written
off against earnings in the year of deliverv of such
notes and coins.,

APPROVED EXTERNAL ASSETS

Assets shown under the heading are those defined as such by
Secticn 28(2) of this Ordinance.

Section 28(1) requires that the Authority shall at all times
hold approved exteinal assets of an aggregate market value
gquivalent to at least 50 per cent of the aggregate amount of
notes and coins in circulation and of the Authority's liabili-
ties tc customers in respect of its sight and time deposits.

At 31 December 1981, total approved external assets approxi-
mated 53.78 per cent (1980 -« B86.32) of such liabilities.

SELIZE GOVERNMENT TREASURY BILLS

Section 24(2) of the Crdinance stipulates that the Authority
shall not at any time hold Belize Government Treasury Bills and
Lecurities in an aggregate amnocunt exceeding 7 times the aggre-
sate amcunt at that time of the paid up capital and general re-
serves of the Authority, At 31 December 1981 the Authority's
aggregate holding cof DBelize Government Treasury Bills and
Securities approximated 1,73 times (1980 - 1,08 times) the
amount of paid up capital and general reserves of the Authority.
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THE MONETARY AUTHORITY OF BELIZE
NOTES TO THZ ACCOUNTS
31 December 1981

5 COTHER ASSETS

Other assets include:

1981 1980

W 9
Accrued interest 12,269 10,857
Other 64,639 856,059
f= - e = == 2 o -

6. FIXED ASSETS

1981 1280

e 9
Building improvements 17,064 17,064
Furniture . 30,004 28,937
Equipment 87,629 79,642

Vehicle 21,438 -
156,135 125,643
Less: accumulated depreciation 25,523 14,078
130,612 111,565
mIImIED ]

The Authority is housed in premises provided rent free by

the Covernment.,

7, DEPOSITS BY LICENSED FINANCIAL INSTITUTIONS

The total under this heading consists of balances maintained
with the Authority by licensed financial institutions each of
which under the provisions of Section 17 of the Banking
Ordinence 1376 is required to keep on deposit an amount equi-
valent tc at lease 5% of its average deposit liabilities,

No interest is paid on thesc deposits.
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THE MONETARY AUTHORITY OF BELIZE
NOIES TO THE ACCOUNTS
21 December 1981

8.DEPOSITS BY BELIZL GOVERNMENT AND PUBLIC SECTOR ENTITIES

The total under this heading includes. -~

1981 1980

@ . S
Belizec Government 5,338,585 1,522,645
Public Sector Entities 33,607 110,966
5,372,192 1,633,611
b N -~~~ — ]

9. UNREDEEMED DEMONETISED ISSUE

With effect from 1 January

1961 currency notes which had

been issued by the Belize Commissioners of Currency ceased

to be legal tendcr in Belize,

As at 31 December 1981,

notes amcunting to 41,103,344 had not been surrendered for

redemption.

10.GENERAL RESERVE ACCOUNT

Section 13

The Authcrity is obliged to redeem at face value.

of the Ordinance provides for the establishment

and maintenance of a General Reserve Account which shall be
credited with any net profit after the Capital Account is
fully paid and until the balance on the General Reserve
Account reaches 15 per cent of the aggregate demand liabi-
lities of the Authority including notes and ccins issued by

the Authority.
is made up as iollows:

The balance in the General Reserve Account

1981 1980

B #
Balanse 1 January 4,051,357 3,984,743
Transfer from net profit 908,860 66,614
4,960,217 4,051,357
ATIIR TR LTSGR

1.CONTINGENT LIABILITIES

There is a contingent liability in respect of a guarantee of
$36,000 for letters of credit in favour of the Government of
Belize and Public Secter Entities.



APPENDIX

Banking Developments 1970 - 1979

wverview:

For the financial system of Belize, the decade of the seventies
was significant not only because it was during this period that the Belize
Board of Commissioners of Currency was replaced by the Monetary Authority
of Belize in 1976, but alsc because of the passage of the Banking Ordinance
in that year. Both events had important implications for the operations

and practices of the banking system in Belize,

In 1971, the first locally incorporated bank began to operate
in Belize. This brought the total number of commercial banks in Belize to
four. In that same year, three bank branches were opened. The banks con-
tinued throughout the decade to expand their branch network and by the end

of 1981 there were sixteen branches throughout the country.

Whilst the expansion in monetary aggregates seems to be strongly
correlated with an increase in foreign reserves, the change in bank credit
appears to vary inversely with movement in foreign reserves. Such a rela-
tionship is linked to the nature of the Belizean economy which has as its
major production and export industry sugarcane. Given the skewed nature
of the production and export base, economic activity in Belize tends to
reflect the successes (or failures) of this industry. Hence, money supply
growth is strongest in those periods when exporters receive payment for
their sugar shipped abroad. On the other hand, the consumption needs of the
Belizean people are met largely through imports. Faced with rapidly rising

import prices, particularly energy prices, and shortfalls in their export
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earnings consumers have increasingly sought accommodation from the commer-
cial banks - hence, the association between credit expansion and reserve
loss (More recently, prowing deficits on the Government's fiscal operations

have also been closely linked to the reduction in foreign reserves).

DEPOSITS

Total deposits increased from $20.3 million to $83.3 million
between 1970 and 1979. In general, deposit growth was strongest during the
fipst half of the decade when the rate of expansion averaged over 25.0 per-
cent compared with an average of less than 11.0 percent between 1975 and 1979
this was especially the case in 1974 when all types of deposits showed a
phenomenal increase, demand deposits rising by 36.9 percent that year, savings

deposits by 45.4 percent and time deposits by 28.0 percent.

DIAGRAM 4

COMMERCIAL BANKS' TOTAL DEPOSITS 1970 - 1979
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TABLE 15
COMMERCIAL BANK DEPOSITS 1970 - 1979

BZE $000

Demand Savings Time Total
Year Deposits Deposits Denosits Deposits
.
1970 o 8,166 6,830 20,335
1971 6,073 10,690 ¥, BE3 24,615
1972 P45 | 12,146 11,463 5 [
1973 8,961 13,674 14,407 37,042
1974 12,266 19,881 18,439 50,586
1975 13,056 24,308 B 59,137
1976 11,174 pe.dc B | 26,745 61,290
1977 13,108 25,854 23,266 62,278
1978 el 023 28,059 29,732 79,316
1979 23,054 29,838 30,401 83,293

Sources - Central Planning Unit, Abstract of Statistics
Monetary Authority of Belize, Statistical Digest.

Demand deposits rose more than fourfold in the 1970's climbing
from 25.3 million to $523.0 million. Except for 1976 when demand deposits
declined by 14,4 percent, demand deposits increased rapidly, by a phenomenal
63.6 percent in 1978 due largely to the inflows of insurance funds in settle-

ment cf damages caused by Hurricane Greta.

The increase in savings deposits was also significant during this

period. Savings deposits rose from $8.2 million in 1970 to $24.3 million in



1975 before falling by 2.9 percent in 1976. Thereafter savings deposits

again climbed, reaching $29.8 million in 1979.

Except for 1979 when growth was less than 3.0 percent and 1977
when they declined by 13.0 percent, the rate of increase in time deposits
exceeded 15.0 percent per annum, From $6.8 million in 1970 time deposits

quadrupled, reaching $30.4 million in 1979,

Over the decade there was a noticeable shift in the composition
of bank deposits, particularly between savings and time deposits. Initially,
savings deposits accounted for as much as 43.4 percent (1971) of total de-
posits. There was a gradual reduction in the share, and by the end of the
decade only 35.8 percent of total deposits was being held as savings de-
posits. Time deposits, on the other hand, increased its share from 33.6
percent in 1970 to 36.5 percent in 1979. Over the decade, there was a one
percentage point increase in demand deposits' share. From 26.2 percent in
1970, demand deposits' share of total deposits fell, bottoming out at 18.2
percent in 1976. A quick recovery in the remaining vears of the decade,

however, brought the share up to 27.7 percent.

Monetary Liabilities

There are three basic components in the measures of money supply
recorded by the Monetary Authority: the level of currency with the public
(which is equal to the currency issue of the Authority minus currency held by
the commercial banks), the level of commercial bank deposits less deposits by
Central Govermnment, and the level of deposits with the Monetary Authority other

than deposits by the commercial banks and Central Government.



TABLE 16

MONEY SUPPLY 1970 - 1979

BZE $000

: (Curn'-rnr.‘,\' r Currency

| In Bank With The | Demand* Quasi
Year Circulation i Holdings | Public Deposits M1 Money M2
1970 5,789 1,508 4,281 5,330 9,620 ;114,996 | 24,616

| 1971 6,193 1,612 4,581 6,073 | 10,654 |18,542 | 29,196
1972 7,386 L,/ 702 5,684 7,511 | 13,195 {23,609 | 36,804
1973 8,435 2,069 6,366 8,961 | 15,327 |28,081 | 43,408

1974 | 10,773 2,294 8,479 12.266 | 20,745 {38,320 | 59,065
1975 13,448 3,008 10,446 13,056 | 23,502 {46,081 | 69,583
1976 13,644 2,370 11,274 10,519 | 21,793 150,116 | 71,909
1977 13,142 2,594 12,548 12,513 | 25,061 {49,120 | 74,181
1978 19,202 2.478 16,724 20,561 | 37,285 {57,791 | 95,076
1979 { 19,931 3,256 16,675 21,771 | 38,446 160,239 | 98,685

SOURCTS: - Central Planning Unit, Abstract of Statistics

Monetary Authority of Belize, Statistical Digest

*From 1976 onward, demand deposits, for money supply
purposes, exclude deposits by Central Government
with the commercial banks and Monetary Authority.

M1 is a narrow definition of money supply, comprising currency
With the public plus demand deposit liabilities of the commercial banks and
the Monetary Authority. M2 is defined more broadly and includes M1 plus

savings and time depesits in the commercial banks.
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DIAGRAM 5

MONEY SUPPLY 1970 - 1979
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Both measures of money supply more than tripled over the decade

with M2 tending to rise more rapidly than M1.

Money Supply M1 rose from $9.6 million in 1970 to $38.4 million
in 1979. Except for 1976 when it declined by 7.3 percent, Ml exhibited a
strong upward trend, its fastest rate of increase occurring in 1978. Both

components of the measure, in general, moved in a similar fashion. In 1978



alone, demand derosit growth was more than 6.4 percent whilst the public

increased its currency holdings bv more than 33.0 percent.

Quasi-money (savings and time deposits) dominated money supply
M2 growth. Within these ten years, M2 had risen by about $74.0 million,
more than €C.0 percent of which was due to the expansiocn in quasi-money.
By the end of the decade, savings deposits had risen more than three times
the level of at the beginning of the decade. Time deposits experienced
the fastest rate of increase; within the decade time deposits had climbed

from $6.8 million to $30.4% million.

Except for 1978, money supply growth was strongest in those years
when export receipts and foreign reserves rose steeply. In 1974, for
example, when export receipts almost doubled due to the high prices obtained
for the sale of sugar on the international market, both measures rose by
more than 35.0 percent. The major impact on money supply in 1878 was the
inflow of insurance funds in late 1978 following the damages done by

Hurricane Creta.

Loans and Advances

Direct lending by the commercial banks rose from $28.1 million
to $86.5 million during the 1970's. The growth in bank lending was domi-
nated by the expansion in private sector demands. Private sector borrowings
frem the banking system rose rapidly fér most of the decade, declining only
in 1971 and 1977. The 6.5 percent reduction in 1977 was in response to
portfolic adjustments by the commercial banks following the passage of the

Banking Ordinance and the imposition of reserve and liquidity requirements



on the banks. Altogether, credit to the private sector almost tripled,

rising from $26.2 million to $76.5 million over the decade.

Bank lending to the public sector alsc showed a strong upward
trend during the decade. From less than $2.0 million, credit to the pub-
lic sector rose to more than $10.0 million by 1979, largely a reflection
of the growth in borrowing by statutory bodies. As its credit rose, so
did the public sector's share in bank advances. From 7.0 percent in 1970,
the public sector gradually increased its share until, by the end of the

decade, it accounted for almost 12.0 percent of bank loans.

The agricultural sector traditionally has been the banks' largest
borrower and at the beginning of the 1970's, accounted for more than 45.0
percent of the credit. Despite the fact that loans to this sector almost
doubled by the end of the decade, there was a marked decline in its share
of total loans. By 1979, approximately 27.0 percent of bank loans outstand-
ing had been made to the agricultural industry. Within the agricultural
sector, there was a significant shift in the credit composition. Between
1970 and 197%, credit to the sugar industry, the largest borrower within
this sector, had fallen from almost 75.0 percent to just over 50.0 percent
of agricultural loans. The shift occurred as the citrus, rise and banana

industries increasingly sought accommodation from the banks.

Competing strongly for bank credit during the 1970's was the
distributive sector. From less than $5.0 million, this sector's borrowings
rose to over $23.0 million by the end of the decade. Likewise, its share of

bank credit rose from 17.4 percent in 1970 to 27.2 percent in 1979. The
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DIAGRAM 6

COMMERCIAL BANKS'

LOANS AND ADVANCES 1970 - 1979
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distributive sector had, therefore, become one of the banks' largest

borrowers by the end of the decade.

Credit to the building and manufacturing industries and the perso-

nal sector also rose sharply in the 1970's. From $2.8 million, bank credit

to the building industry rose continucusly to reach $9.4 million by 1979, Ini-

tially one of the banks' least important borrowers, the manufacturing sector in-



DIAGRAM 7

COMMERCIAL BANKS'
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creased its loans from the banks from $0.7 million to $10.3 million to
become the third largest borrower. Credit to the personal sector climbed
from £1.9 million to $9.4 million whilst its share rose from 6,7 percent
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redit demands of these various sectors preci-

pitated in 1979 liquidity strains on the banking system and the subsequent
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imposition of a five percent restriction on bank credit. At the end of
1873, foreign reserves stood at $11.8 million, less than three weeks
imports. Having linked the reserve loss to a rapid growth in credit, the
Monetary Authority requested the banks to reduce by March 1980, the level
of the credit outstanding. The reduction was successfully achieved and
throughout the year the banks continued to remain cautious. In 1980,
therefore, bank lending rose by just over 6.0 percent, compared with a

33.0 percent increase the previous year.

Alongside the rapid increase in bank deposits was the expansion
in banks' advances during the decade.. For most of the periocd, too, the
level of advances remained above total deposits. Nevertheless, there was
a sharp reduction in this ratio. From a high of 138.4 percent, the
advancesz/deposits ratic fell to a low of 81.9 percent in 1978, influenced
largely by the impact of the insurance receipts that year. A surge in
bank lending in 1979, however, pulled the ratioc up to 103.9 percent by
the following year. Pressure on bank liquidity, as indicated by the high
level of loans vis-a-vis deposits, was alleviated following the imposition

of the credit restriction.

Priocr to the imposition of the credit restriction, interest rates
remained fairly stable. Since the Authority commenced its operations, for
example, the prime lending rate was maintained at 9.5 percent. In response
largely to liquidity strains in the ddmestic-economy, the prime rate
moved first to 11.5 percent in January 1980 and then to 15.0 percent in
March. Deposit rates showed similar increaseé during that time, leaving

the spread between deposit rates and lending rates virtually unchanged.
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Conclusion:

The decade ending 1979 witnessed the laying-down of a strong base
for the growth and development of banking in Belize. During this period the
four commercial banks expanded their branch network into the hitherto
unbanked centres in the districts. The marked rise in deposits indicates
the efficiency of banks in attracting the savings in the country, the in-
crease in the volume of cheque clearances points out the rising tempo of
business and trade activities in the economy facilitated by the banking system,
while the expansion in the volume and direction of flow of bank credit reveals
how, over the years, the banking system could assist the growth and develop-

ment of different sectors of the econemy.

The period also witnessed the passage of three important laws aimed
at controlling and regulating money and banking, including foreign exchange
resources. Another significant development was the establishment of the
Monetary Authority of Belize in 1976 to perform central banking functionms.
The efficacy of its monetary policy and the assertive role played by it are
evidenced by the success it cbuld achieve in reducing bank credit by 7.0 percent
between 1979 and March 1980 (against the target of 5.0 percent), maintaining
a steady interest rate structure and holding a stable exchange rate of the

currency at BZE$2.00 for USS$1.00.

The Authority was alsc successful in building-up sound central
banking traditions through regular excﬁange of views with the financial in-
stitutions, discussions, persuasion and advice. With a view to collecting
information on the economy which would help the Authority in the performance

of its functions, a Research Section was set up in 1976. Over the years the
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Research Department has collected, compiled and analysed economic data,

all with a view to contributing to the formulation of economic pelicies.
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