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IHTRODUCTION

Increasingly, the 19ve1 of domest1b sav1ngs in Guyana has become one
' of ‘the major preoccupations w1th locat p011cymakers as well as with I.M.F. 7
Officials. Pers1stent, and 1ncreas1nq, deficits on the current account of the
balance of payments, the dep]ei1or of foreign reserves and re1af1ve1y high
Tevels of domestic inflation are often cited as man}festat1ons of the nead to
increase these savings. ~To this and, many demand management policies have been
impiemented under the auspicies of the International Monetary Fund.

\ While it would be useful to analyse the overall level of savings in
Guyana from a National Accounts perspective such a task is bevond the scope of
this-paper. Indead, this paper dees not even attempt to analyse the total

savings of the private sector. As far as is known very little research has
been done -in tcrms of ana]ys1nq household savings in the hanking system even
thogqhﬁth1s_1s.a significant proportion of private savings. in the system.

Tt s recoqnisedrthat, to the extent that the financial system in
Ruyana -is relative?y'uhderdeve1oped,'savings of ‘households which are placed in
the banking system may not represent a significant part of the total savings of

" this sector. This, however, will remain a matter of speculation until such time

as serious attempts are made to measure the volume of sav1nqs taking place out-
side of the banking system

This paper sets out to examine the ade quacy of housnho1d savings in
the bank1nq system from-a development perspective. It is hoped that this would
flay the foundations for a more thorough study of the determinants of househo1d
savinas and the1r po11cv implications.

'Basjta]1ya this study s divided into seven sections. Section II
reviews and discusses the theory of, and necessity for domestic financial sav-
_ings. - The third section is a brief discussion on the structure of and economic
: deyé10pments.iﬁ'tﬁe Guyanese economy.  Section IV describes the Financial Sector
and discusses some aspects 0f=mnnetarywpolicy in Guvana. Section V addresses



the issue of household saviﬂgs in the banking systém whila Section'VI analyses
the portfolio behavior of the banks. Section,VII is the Summary and Conclusion,

11 - SAVIFGS AND INVESIMtNT I THE DEVELOPMENT - PROCESS

Even though it has Tong been r@rdﬁnifed that-savinas piay a crucial
role in the process of development few would contend that it is a sufficient
“condition. ‘Tt must be aided by advancement in education, economic attitudes and
so on. With this caveat in wind savings provide a source of funds for invest-
ment activities. Invastment which resulis in capital accumulation, rather than
increases in working Capitai,,expénés the productive base of an economy thus
enabling it to generate higher Tevals of output in subsequent neriods.l

1. SOURCES OF SAVINGS

An economy may utilize. sav:nqs which or1q1nate Plther frnm Forelgn or
from. domestic sources. In the former case, there would be a current account
deficit in the balance of payments which, provided tn? 1nvesrment is nrofitable

-and other th1nqs remain the same, would be ra versed in future periods. Recent

, h1story has shown that other thznqs do not remain unchanged.” 2) This has resulted
in a number of underdeveloned countries experiencing 0ers1stent and Unsusta1nab1e
‘balance of paymants der1c1xa, severe shortages of forefagn exchanqe and other con-
ditions which stifle economic qrowih

Moreover, heavy reliance on foreian savings as a source of funds for
investment activities implies that residents are consuming too much out of cur-
rent incomes. 1In short, aggregate domestic demand is oreater than domestic

1)'Of course invastment in working capital is fmportant with regards to sustain-
ing current fevels of output and employment. However, to the extent that it
does not expand capacity it cannot iead to increased growth rates.

2} Increased petroleum prices, relatively high interest rates, recession in the
deveioped economies and a siusp in the worid prices for exports of deveioping
countries are on]y some of the adverse changes which occurred batween 1973
and 1983, : ‘ .



supply. Apart from manifesting3itse1f in high levels of 1nf1ation; low levels
of employment and a high degree of social unvest and political instability,
such a scenario is unsusta1nab1e in the long run and is not conduc1ve to eco-
_nomic qrowth and deve]opment

Thus, above and bevond all alse, concern for both external and inter-
nal stability make it desirable, indeed necessary, that an economy generate its
own savings for purposes of capital accumulation. To the extent that domestic
savings are made available for development purposes, the prospects for noninfla-
tionary financing of develooment are enhanced.

2. TYPES OF SAVINGS AND THEIR DETERMINANTS

Domestic savings may be in the form of either a real or a financial
asset. In this sense real savings ‘include purchase of land and other real
‘estate, purchase of consumer durables and investment in speculative activity.
On the other hand financial savings refer to investment in instruments which
are liabilities of other agencies. These include cash, deposits and the '
holding of share certificates amongst others. Most savings which are held in
the form of real assets are not productive as they represent idle resources.
SimilarTys financial savings, such as cash, which 1ie idle in the hands of
individuals are counter productive. It is other forms of financial savings
which provide the necessary funds for investment in productive activity and -
axnansion of the productive base of an economy.

Financial intermediaries are expected to play a pivotal role in the
mobilization and channelling of idle resources into efficient and productive
activities. It is generally arqued that in most underdeﬁelopéd countries, where
there exists a large subsistence agricultural sector, much of the savings gene-
rated by households are not made available to the official financial system.
Commercid1 banks attempt, actively, to mobilize (financialize) these savings by
establishing branches in outlying areas.



Traditional theory holds that the level and growth of financial savings
denend, amongst others, on the rate of interest, the level of income and wealth.
0f these, much attention has focussed on the Tevel and structure of interest
rates. The argument is that the real rate of interest must be positive if banks
are to be able to attract savings into the system as well as to ensure that
financial resources are channelled to efficient and productive enterprises.
Unless these rates are positive economic units would invest their savings in the
form of real assets and other speculative activities as a hedge against infla-
tion.

In many underdeveloped economies the nominal rates of interest have
been kept at relatively low levels; sometimes resulting in negative real interest
rates. Policymakers in these countries argue that these rates should be low in
order to nrovide a cheap source of credit to businesses - usua11y to Government.
Mot only do such poticies result in the misallocation of resources and other
distortions in the economy but they also act as a disincentive to financial
savings. This is known as financial repression. ‘

The structure and level of interast rates also play a crucial role in
determining the asset preferences of banks. It is this asset portfalio which
determines, in part, their profitability. In cases where the interest rate is
inappropriately fixed by the authorities, commercial banks may find it oo
unprofitable to channel resources to potentially productive activfties. More~

over, an inappropriate interest rate regime is normally reinforced by overall
“and selective credit controls. These Timit, indecd sometimes reduce, the pro~
fitability of the banks and their willingness to actively mobilize savings. '

Apart from theselissues‘of financial widening is the whole question of
financial deepening. A lack of diversity of financial instruments is often cited
as one of the main reason for a low level of financial savings in underdeveloped
gconomies, The central bank could do much in the way of developing various types
of financial instruments.



ITI - OVERVIEW OF THE GUYANESE ECONOMY

Even though Guyana has an arga of_83,000 squares miles most of its
700,000 nopulation is concentrated aleng the narrow coastal plain. Basically,
modarn 1ndustry is Tocated in the urban centres while the nopulation in the
rural areas depend, to a large extent, on subsistence-type aaricultural acti-
vities. ~Communication and transportation facilities within rural areas, and
even between‘rural areas and urban centres are very underdeveloped and largely
inefficient. ) | '

As is the case in most underdeveloped countries, the pillars of the
economy consist of the production and export of a narrow range of primary pro-
ducts whose prices are determined by foreigners. (See Appendix Table I}. About
"80% of productive activity is accounted for by the public sector. Domestic
demand is largely dependent on imports. -In fact, even the production process
devends heavily on import of raw materials, intermediate and capital goods. The
'average_annual import and export of goods and services durﬁng 1971 to 1933
amounted tn 67% and 61% of G.N.P. respectively. '

Over the decade to 1983 the economy'experienced severe economic dis~
Tocations. The boom in commodity prices during 1874-75 and 1978-79 acted as a
buffer to the increased petroleum prices of 1973 and 1878, The economy was,
generally, 5till able to grow and to build up jts stock of international
reserves during these years. More recently, however, the levels of interest
rates in developed countries, international recession and a'slump in the demand
and prices for commodi%y exports have taken their toll on the international
reservas of the econcmy. From a level of 6$117.3 million in 1975, net interna~
tional reserves declined continually until. they were a negative G$1,263.6 mil-

Tion by the end of 1983. Sianificantly, the economy has run up significant
~arpears on-payment for commercial transactions. These totalled G$396.2 million
at the end of 1983.%)

1) This represents Jocal currency deposits placed in the banking system for the
purchase of foreign currency. To the extent that some enterprises have
stopped making these deposits it is more than likely that commercial arrears
are actually much more significant than this.



Reaction to these developments have been in the form of increasing con-
trols., In an aftempt to reduce importég controls have been placed (and heighten-
ed) on forefon currency transactions and the goods market is now extensively
regulated, These have resulted in a number of production bottlenecks, ch1eF
amonq wh1rh is ?he shortage of spare parts and other imported inputs.

S Official estimates have shown that the rate of qroﬁth of output in
real terms have heen c0ntinua15y declining over the past five vears., In real
ferms gross domestic fncomes have fallen by an annual averase of 4,0% over this
neriod, Demcnd manacgament nb1icies have, largely, been unsuccessful - thus

- exacerbat:na the HaIance of payments problems, inflation and emn10ymenc

Fiﬂa11y, th@se adverse developments have resulted in the emergence of
what is known as the paralie] eonomy . 2) Unemployment, widespread shortages and
the promise of relatively high and quick returns fuel its growth. Very little
is known about the workings of this economy and it s extremely difficult to
measuré.3) To the extent that is is not captured in offic1a1 estimates of éco~
nomic activity, national statistics are grossly understated.

2} This economy could be definad as the set of trading activities, both export
and 7mn0rtg which take nlace outside of official channels. Largely, they are
deamed to be 1llegal by the state as they idnvolve the purchase and sale of
foreign exchange other than by authorized dealers. The prices paid and
‘charged for qocds 15 normally way above the controlled prices for these goods.

3) A fO?fhcum1na 1gaor by Leslie Glen ﬂ1ves a good description of this economy,
analyses the problets of weasurement and offer some sugoestions in this
ragard. See: Leslie Glen: The Paraliel Economy and Econcmic Adjustment: A
Preiiminary Analysis of bhe Guvana Experience. Paper to be presented to the
AXT CEMLA uonferenca
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IV - THE FINANCIAL SYSTEM IN_GUYANA '
1. OVERYIEYW

The Central Bank is at the apex of the financial system in Guyana.
As is the case with most central banks it has the traditional roles of acting
as banker and advisor to Government as well as the promotion of monetary
stabi1fty;1) In this sense, it must be seen not only as a requiator but also
a promoter of sound integrated financial systems.

At-the next level are six commercial banks; five of which are
branches of banks incorporated abroad, 1.2. foreign-owned. The history of
these date as far back as the late 19th century. The sixth is the only
indigenous commercial bank and was established in 1970. Traditionally these
banks have concentrated on the financing of foreign trade and domestic commerce
to the detriment of capital development projects.

There is ong near bank, the New Building Society, which accept
deposits in the form share certificates. This institution lends almost
totally for investment in housing and real estate.

Two development banks, cne for agriculture and the other for housing
were set up during the 1970s. Their capital is subscribed laraely by the
central government. Loanable funds are provided by Government and from
foreian agencies with interest in these specific areas.

Fifthly, the insurance companies play a significant role in the
financial system. While some of thesa companies are indigenous most of them
are agencies with their head offices in foreign countries. These companies

1) The Bank of Guyana Act provides for this. Whether the bank does in fact

" carry out these functions is beyond the scope of this study. In this
respect see: Schers, T: "The Banking System and Balance of Payments Adjust-
ments." Paper presented to the XTIV BPMS Conference.
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offer a wide variety of insurance coverage but, 1ike the New Bui]ding Society
and the housing development bank, they invest mainly in housing and other real
estate. o ' | '

Finally, there are a number of credit unions and Pension Funds which
“are scattered all over the country. These units are very small in size. They
accept very smallrsavings and the credit unions lend mainly to households tor
the purchase of consumption goods.
f

Since we are lookina at financial savings from a development perspec-
tive it is the banking system which is the relevant part of financial system.
it is this sector which has the most potential for providing development finance.

Up until 1980 most of the commercial banks had an extensive network
of branches in the vural areas and it was not unusual to find different banks
competing Tor business in thase districts. Where banks found it inefficient to
set up-a branch, mobile units were sent in order to provide residents with bank~
ing services. Gradually, however, banks started to withdraw their services
from these areas; largely in response to decreased economic activity and finan-
cial repression. At the present time it is only the indigenous bank which still
provide residents of rural areas with some banking facilities.. Not only have '
the foreion-owned banks stonped operating in the rural areas but they have also
reduced the number of branches wnich service the urban centres. | '

Monetary Policy and Interest Rates

, ‘The Central Bank Act endows the Bank of Guyana with all the tradi-
tional tools of monetary policv. Neither the 1iquid assets ratio nor the mini-
‘mum reserve reguiremants have heen changed since 1966. As the banks already
maintained reserves which were much higher than those imposed it is doubtful
that use of these instruments would have had any significant impact. In addi-
ticn, the underdeveloped nature of the capital market in Guyana renders the use
of open market operations jnappropriate.




As is the case in most underdeveloped countries, the Bank of Guyana
fixes the interest rates paid on deposits and the rates at which the commercial
banks lend to the Government. In the case of Toans to the public the central
bank merely stipulates the maximum by which these rates should increase as a
result of changes in the prime Tending rate and the bank rate. A Took at the
comparative structure of these rates is very revealing,

Nominal interest rates remained at the same levels during the period
1972 to 1977. Small savings deposits atiracted interest at the rate of 3. 5%
per annum while three months, six months and twelve months time deposits earned
4%, 4.5% and 5.5% per annum respectively. (Table II1). Throughout the period
the rate of inf1ation, as measured by changes in the consumer price index,
remained above 8% per annum. (Table IV). In real terms depositors were being
paid negative rates of .interest. An average lending rate of 8. 9% per annum
meant that commercial oanks were able to earn a spread which varied, on average,
between 62 and 154 percentage points per annum. In terms. of 1oans and advances
£o0 Government, however, the spread ranged between 36 and 114 percentage points
per annum while, if the banks held treasury bills, they only earned spreads of
between 7 and 66 percentage points.per annum,

, Primarily as a result of programmes with the International Monetary
Fund, these rates were changed in 1978, in 1979, 1980 and anain in 1982, Though
the nominal levels were increased in all of these instances they became pro-
gressively negative in real terms as inflation scared above 15% per -annum.
Moreover, even though the basic structure remained unchanged, the spreads
available to the commercial banks became consistently lower up to 1981, In
fact, the changes in the levels of interest rates created an anomaly in so far
as the rates which the commercial banks were asked to pay on deposits'cf twelve
months duration was higher than the rates which they earned on the purchase of
treasury bills. The most recént change in nominal interest rates (1982)
attempted to correct the daclining profit margins<of the banks but it left -
unchangad the disincentive to invest in treasury bills.
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V - HOUSEHOLD SAVINGS IN THE BANKING SYSTEM

Commercial banks offer three types of deposit schemes: demand, savings
and time. Time deposits are either of three.months, six months or one year-
duration. Savings deposits, which amounted to 48% of total deposit Tiabilities
of commercial banks, is hy far the largest category of savings in the banking
systém. Time deposits, at 32%, is the next Targest category; followad by demand
deposits. (TableV). |

‘Demand deposits, qenerally, do not earn any interest and are placed,
in large part, by business enterprisaes which use it for purposes of day to day
transactions. These enterprises account for over 70% of the total demand Tia-
bilities of the commercial banks. Because of the nature of these deposits the
matching assets must necessarily be in a highly Tiquid form. This cateqory of
savings therefore, is hard1y ]?ke]y to be used for development financing.

- Time and savings deposits, on the other hand do attract 1nterest Up

to 1974 househalds accounted for about 90% of these deposits. (Table VI}.
Thereafter, probably in response to 1nteresc rate developments and the fact that
cheques of relatively large amounts could now be drawn on savings accounts,
business firms started to increase their share of these deposits. The share of
household sector fell continually until it represented 83% at the end of 1983,

Even theugh this implies that banks would have to increase their liquid assets
-~ ratio, the bylk of investment funds would still originate from this source.

An anafdysis of the movement of time and savings deposits, in real
terms, is very eniightening. Year on year comparisons of the growth of these
deposits show that they declined in 1974, 1978, 1979 and in 1981, (See Table I
in Text). To a large extent, the declines in the first three periods is
accounted for by increases in the price of petroleum and petroleum products.
These price increases resulted in reduced profits to the nublic enterprises and
lower income to the central government - ultimately this lead to lower levels of
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TABLE 1
TIME AND SAVINGS DEPOSITSY

TOTAL % CHANGE - HOUSEHOLDS % CHANGE

1972 135,018 - 121,364 -
1973 144,718 7.2 130,264 7.3
1974 133,841 7.5 | 119,536 - .82
1975 166,334 24.3 143,845 20.0
1976 168,607 1.4 141,380 -1.4
1977 182,463 8.2 149,578 5.8
1978 174,132 4.6 | 150,372 0.5
1979 . 169,697 -2.5 . 146,290 2.7
11980 191,814 13.0 163,032 11,4
1981 182,057 .51 154,135 -5.5
1982 197,608 8.5 164,720 6.9

1983 218,660 10.7 180,640 8.7

1) Measured in Constant 1970 Prices
- SOURCE: Calculated from Appendix Tables No.

dispnsabie income in the household sector. Household savings in the form of

" time and savings deposits declined by 8% and 3% in real terms by the end of
1974 and 1979 respectively. In similar fashion, the decline in output, frecze
in salaries and wages and heightened inflation lead to a decline in the real
value ofrhouseho}d incomes during 1981, Time and savings deposits of this sec-
" tor fell by almost 6% during that year. \

The boom in commodity prices during 1978 lead to increased incomes
and an expansionary policy on the part of the central government. These,
coupled with increased subsidies. caused disposable income of householids to
~increase sharply - resulting in a twenty per cent increase in the time and
savings deposits of the sector. Again in 1980, a hrief'resbiie in the economic
decline of the country allowed a real increase of 11% in these deposits which
wera placed by the houschold sector.
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From 1982 to the nresent time a pervasive situation seems to have
developed. Real output and incomas have been continually declining at a very
rapid pace; the freeze on wages have been intensified and there has béen mass
retrenchment in the public sector. In addition, the rate of inflation, as mea-
sured hy the official consumer price index, remained in the two-digit area.
Despite these, total time and saving deposits placed in the banking system has
increased in real terms by relatively high ratés.l) Moreover, over 70% of these
increases rasulted from increases in the deposits placed by households,

Two points need to be particularly emphasized here. In the first
place, the savings behavior of households with respect to income apnears to
have been a firm one during the 1970s; in the 1980s howaver, this relationship
seems to be a rather tenuous one. This development may be a direct result of
the emergence and growth of parallel market activities. To the extent that
activity in this market goes unrecorded in statistics of national output, G.N.P.
may be grossly understated. To the extent that savings of this "economy" enters
into official statistics, it explains the developments discussed above,

Secondly, the indication is that household savings in the banking sys-
tem is not dependent on the real rate of interest. This may have resulted in
part from the Timited number and liquidity of financial instruments available
to the Guyanese public. Mith very few alternatives, households were forced to
use the banking system not only as a method of ‘Tiquid investment but also Tor
security purnoses. Again, "parallel economy" activities provides an explanation
for this scenario. '

We may thus conclude that financial repression has had very little
negative effects, if any, on housechold savings in Guyana. It could nevertheless
he argued that savings are now move concentrated and that the re-apening of
rural branches of banks would contribute to further increases and diversification
of savings.

1) The fact that the C.P.I. is outdated as well as understated may lower the rates
of increase given in the table somewnat.
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VI - ASSET BEHAVIOR OF BANKS

It is interesting to obsarve the ways in which commercial banks
responded to changes in their deposit Tiabilities. During the 1970s banks
tended to hold about 45% of their assets in very Tiquid form. (See Table VIII).
At all times these assets were far in excess of that stipulated by the central
__bank. In 1974, the reduction in real savings and increased rdemands for credit
which resulted from the ppiroleum price increases of 1973 caused the Tiquidity
of the banking system to be relatively tight. These assets amounted to only
36.5%. In 1975, however, the astronomical increase 1in denosits, the huge
decline in the demand for credit (both of which resulted laraely from the boom
in commodity prices) and the narrow capital market forced the banks to increase
their 1iquid assets ratio to one of 60.7%. Excess liquidity amountéd to almost
40% of deposit- 1iabilities during that year. Similarly in 1978, relatively
good prices for exports from Guyana Towered both public and private sector
demands for credit and resulted in a situation of monetary ease; but during
1979 the scenario of 1974 re-emerged.

So far, the experiences of the 1980s have lead to a somewhat different
scenario. In the first dnstance total loans and advances outstanding as a pro-
portion of deposit liabilities increasad tremendously 1arge1y'on account of
increased lending to public sector enterprises. (See Table VII). Faced with
worldwide economic recession, a slump in the prices of their output and inabil-
ity to lower cost of production, these enterprises relied move an¢ more on
banking system credit. By the end of 1883 Toans and advances outstanding to
these enterprises represanted 48.3% of deposit Tiahilities. Private sector
credit, though slightly hicher than it was during the 1970s, maintained ts
relationship to the deposit 1iabilities of the banks.

One would expect that, with these developments, liquidity in the
banking system would be relatively tight. This, howaver, was not the case;
there is monotary ease. Total liquid assets amounted to 48% and 53% of deposit
Tiabilities at the end of 1982 and 1993 respectively - excess liquidity
amounted to 30% and 35% respectively. '
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The implication of these developments is that the banks were borrow-
ing funds from sources other than depositors. Indeed, an ana?ysfs of the cen-
tral bank's balance sheet reveals that from 1979 relatively large sums were
being lent to one particular bank for onlending to pub1ic'enterprises,

One Tast issue in the portfolio behavior of the commercial bank is
noteworthy. Uith the exception of 1977, (when real savings-were increased and
the proportion of credit to the private sector declined) the banks' holding of
treasury bills averaged 64% of their total liquid assets. During the 1980s
this ratio increased continually; by the end of 1583 banks' holdings of treasury
bilis was equivalent_to 83% of thair total liquid assets and 44% of their
~ deposit liabilities.

lie may argue that the fact of the commercial banks maintained their
lending to the price sector while simultaneously increasing their Toans and
advance to the pub?ﬁc enterprises and still having a relatively high Tevel of
excess liquidity implies that the demands for credit from the banking system 1is
00 10w.1 The lack of demand for credit by the private sector is in large mea-
sure attributed to the-severé foreign exchange shortagé with which the Guyanase
économy has for some time now heen plagued. UYhile some firms have reduced the
Tevel of their activities many have actually ceased operationé as a result of
inability to obtain (imported) inputs for their production processes.

Banks have, since 1981, reacted to the stagnated demand for credit and
their increased Tiquidity ratios by trying to discourage savings. In this con-
text, they have continually increased the minimum Tevels which would be_accépted
as time and savings deposits. As at time of writing the Tevels are so high that .
about 85% of the salary and wage earners would be unable to open or hold accounts.
1t is only the indigenﬂus 5ank which has not increaéed minimum dgposit levels.

1) OF course the fact that the central bank has been continually creating money
has contributed divactly to this. However, to the extent that only a rela-
tively small bank borrowed from the centrai bank, this cannot be interpreted
£o mean that snouch resources were not available to the commercial banking
system as a whole. Indeed, the liquidity of the other banks prove otherwise.



VII - SUMMARY AND CONCLUSIONS

~ The paper discussed the arguments for increased mobilization of |
domestic financial savings. It was argued that domestic financial savings was
germane to capital accumulation and growth with both inteenal and external
stability. Next, it was shown that there has been a significant amount of
financial repression in the Guyanese economy, Given this and the continued
precipitous daclines in real income we still found that deposits of households
increased siagnificantly in real terms. This Tead %o the conclusion that house-
hold savings which were placed in the'banking system was denendent on factors
other than interest rates and incomes. In this regard it was noted that an
analysis of "parallel economy" activities may provide us with an explanation
hut that much research was left to he done in this area.

Further, it was shown that banks increased their 1liquidity ratios in
- the Tight of weak demands for credit by the private sector. UWe found that, as
a proportion of deposit Tiabilities, banks invested more in treasury bills than
in credit to the private sector even though this meant lower profit margins.

Commercial banks are therefore presently making serious attempis to reduce the
~amount of savings which are placed in the system,

A1l of the above lead to the rather obvious conclusion that the amount
of savings which arerp1aced in the hanking system by households is more than
adequate for the level of investment activities now being undertaken. This
should not, however, be interpreted to mean that the Tevel of household savings
is adequate from a development perspective. If actions are taken to increase
the leval and improve oh the types of investment activities it is more than
likely that present levels of household savings would he inadequate.



......

R A 13 48, Lk Wonotheebik] a0 ] AR )RR WOt ok L TET W A TE Ml T S T et B T T L R Al b S A8 A WS T A s ke e b 1D Sk L e e L

L1972

GROSS DOMESTIC PRODUCT | -

¥ armma  A AL e Ay S 4he Ak D R A Tt SR Rl e AR 8 bR b)) e BB b LA AR R 35 Lhodh LA a7 ok ki HROCA B o B ALk Bk b 83 o W W A 0 A Ak AP G A kb b e e A Lo AR M LA e b arad S AR M s G AR AR A e W W T R O L kT A W A bl il el AL O ALt ke

1) G.D.P, at constant 1977 prices

1975

[T IR T RE TR VPR TOR V PUPCR- S R

1974

865.0

1975

B T T

(In Millions of Guyana Dollars)

1976

B S I

1977

1978

1979

e G i il Ak L Ltk e o ek U b tdadd Wi O3 IMR A il ik W Bk 5 o AT Bt aAd o) A ABAL AL, U3 L AR 68 Rl A1 aF W o A e 3

1980 1981 . 1982

1383

Ktk i L b G el LD N A 03 G e VM ARG AR GRStk 3wt b 1 TG W DA o Rabeler © G e ST b W G GRALIlh wd A Db bk b3 Y

44.4

1

520.3 576.4 1,096.4 1,024.5 1,011.5 1,135.,6:1,179.0 1,336.0 1,350.0 1,250.0 1,200.0
SUGAR 76.6  67.2 250.0 334.5 _ 191.0  104.4  165.0  166.0  198,0  160.0 112,00  99.0
RICE 11.2  15.9 29.3. 42.2 30.0 58.2 49.5 - 40.0 51.0  54.0 62.0 50.0
 BAUXITE . 89.7  80.4 117.0 . 142.2  145.0  164.2  178.5  169.0 .= 221.0 101.0.  88.0 17.0
. AS A PERCENTAGE OF G.D.P. m

SUGAR' 14.5  11.7 28.9 - 30.5  18.6 10.3 14.5 4.1 14,8 . 11,9 9.0 8.3
RICE 2.1 2.8 3.4 3.8 2.9 5.6 4.4 3:4 3.8 4.0 5.0 4.2
'BAUXITE 16.9  13.9 13.5 13.2 14.2 16.2 15.7 14.3 15.5 7.5 7.0 1.4
MEMO ITEM - REAL G.D.P.D) 852 872 ‘941 1,032 1,050 1,019 990 976 994 989 886 . ©04
MERCHANDISE EXPORTS 293.3  281.9  592.0  840.5 - 695.2 51,8,  739.9  736.6  978.6 953.5  697.7  580.0
SUGAR 101.8  75.9 284,8  413.1  258.7  185.7  234.6  230.6 - 307.6  302.8 = 263.6  208.4
RICE 25.3 25,0 49.0 84.8 73.6 66.8 96.0  80.8 _ 87.5  110.0 60.7-  65.0
BAUXITE 132,2  138,3 198.2 271,9  288.8 ~ 331.0  332.0  326.8  479.3  427.3 . 282.8  215.2

AS A PERCENTAGE OF EXPORTS | | | N
SUGAR | 34.7 26.9 48.1 49.1 - 37.2 . 28,5  3L.7 31.3 31.5 31.8  37.8 35.9
RICE - . 8.6 - 8.9 8.3 10.1 10.6 10.2 13.0 1.0 9.0 11.5 8.7 11.2
BAUXITE - 45,1 49.1 33.5 32.3 . 41.5 50.8  44.9 49.1 44.8 40.5 37.1

SOURCE: Bank of Guyana Annual Reports and Statistical Bureau .
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COTABLE IT o

O

NET INTERNATIONAL RESERVES

T T B R I P R A )

GSMn.

\..u-.mu-unmu..n_u.a.u.uu.uuuduwadn::rﬂnuqu«z,uuu.#w.un_uu.uau m.-uuuu-o. MR B R e B TR U ER G W aBadk e ER T M M W s 0 ek O el UL R

. TOTAL NET
AR ' BANKING SYSTEM
gggégn ImggggﬁgégNAL - t;;;;:‘“ HORRTARY ~~  COMMERCIAL =" COMMERCTRE ™ Gg;ﬁg“
' AUTHORITY - DANKS BANK ARREARS

e s At e 0 < 88 i 3 21 15t 90 93k LS a4 0 3
1975 117.3 104.1 . 176.9 o+ 7.2 - 13.2
1976 -31.4 ~55.0 -60.0 4+ 5.0 - 23.6
1977 -100.2 ~109.6 ~104.2 ~ 5.4 - 9.4

1978 ~109,2 ~115.2 ~ 56.0 - 2.6 - 56.6 6.0
1979 ~251.1 | -251.1 -180.3 - 2.2 - 68.8 -
1980 -471.4 | -4TL.4 -399.8 + 3.4 - -75.0 -
1981 -620.0 - | -620.0 4646 -18.1 ~137.3 -

1982 ~946.2 . -946.2 -619.4 421 -284.7 -

1983 -1,263.6 - ~1,263.6 -830.7 -36.7 -396,2 -

'y e .
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TABLE- 111

P ]

"SELECTED INTEREST. RA'I‘ES IN "GUYANA

Average N COMMERCIAL BANKS
D/count y maethov Bl atedethosk 41 b b u el el ot A WOAR 13w AT v S5 E ReLb e b3 1 s s 3 AR LA 1 Ml WA G U SE
 YERR  Rate on LOANS — 'DEPOSITS
END Three T ST ST I T ey S Uy P R VR SR R A R W T ol btk © A3 &R i) mboabead b Wb
Mths Three Six . Twelve
P Biils Prime Average  Small Mths. Mths. Mths.
A Lending Lending  Savings Time .- Time Time
Sl Al sl FUCRN X P o I-" &k ub oW ﬂ tﬂe - H-LI-VU IJJRI)ai‘lte B PR AR T -‘DleﬁlPU. ES BV [T T \&E‘}\.xﬂjefiu ool AF WL A'. Fv_’iq.?;‘ueﬂdq - Ak l-). At E}i‘uendu ELTINT SUTRE T er }
1972 5,88 7.50 9.10 3.50 4,00 4.50 5,50
1973 . 5,88 7.50 8.90 = 3.50 4,00 . 4.50 5,50
1974 5.88 7.50 8.90 3.50 4.00 4,50 5.50
1975 5.88 7.50  8.90 3,50 4.00 4.50 5,50
1976 5.88 7.50 8,90 3.50 4,00 4,50 5.50
1977 5,88 7.50 8,90 3.50 4,00 4,50 5,50
1978 7.80 9.50 10.50 6.50  7.00 7.50 8.50
1979 9.72 11.50 12.75 8.50 9.00 °  9.50 10.50
1980 11.62 13.50 13.88 10.50 11.00 11.50 12.50
1981 11.62 13.50 13.94 10.50 11.00 11.50 12.50
1082 12.75  15.00 . 16,21 11.50 - 12.00  12.50 ° 13.00
1983 12.75 15.00 16.21 11.50 12,00 12,50 13,00

SOURCE: Bank of Guyana Annual Report




TADRLE IV

[T RN TR

GUYANA: URBAN CONSUMER PRICE INDEX.

N, ¥ i ) AP 60 A AR T2k kb sk ek P 60 ALY L b ke b BT S ULV AT 1
(1970=100)

TSP s e ppep e espe R vERRTR SRR RV ER E SR LR S R S A PP T T O B

_ END OF PERIOD  ALL ITEMS INDEX  ANNUAL %AGE CHANGE

1972 _ 108.3 7.2
1973 122.27 12.8
1974 140,7 15.1
1975 148.4 5.5
1976 161.9 9.1
1977 ' 176.4 _ 9.0
1978 213.1 ' 20.8
1979 254.5 | 19.4
1980 ' 276.1 | 8.5
1981 356.2 29,0
1082 425.0 19.3
1983 ' 472.5 S 11,2

o A ST Ul b Lk el R 6 U3 L ek L vk SRR WA e i L R ST ATl BRSO G lh e U S G ».d

SOURCE: Bank of Guyana Annual Report
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TABLE V

QPMMERCIAL BANKS :

L R L

PTG TY AR UTRRT REPRICRT I PR S CIPE RN SR WIT VIRV T RNERE I S

ASSETS AND LIABILITIES

1) Includes,Guyana\Government Securities, Fixed Assets and Other Assets

‘ SOURCE: ‘Bank of Guyana Annual Reports

[ «m’aﬁumn.nuw\dmnﬂmwnd\‘lm&wﬂ‘umw'(;m» b ot 2 LS A0 8 L T D L 04

Arn U M W ALEWATR UM MEIAL L R R VR e Ak Wi Akl A L

LA

i

@ A a3 AL w Ak 0k U T M LD W e b e S RE P Al L TR R AL ) AR B AR GRG0 T B 0 S T 0 ad ) R o

o L1972, . 1973 1974 . 1975 1976 1977 1978 1979 1980 198l 1982, 1983
LIQUID ASSETS - 79;567‘ ©92,532 92,049 207,?%9 1?9,970 228,297 286,050 599,973 330,058 340,193 517,172 678,714
LOBNS AND ADVANCES 96,798 122,664 160,575 171,950 iée,aso 234,429 ' 243,951 332,067 427,162 637,638 627,127 1,000,994
OTHER ASSETSY) 29,850 33,960 39,739 < 42,722 63,642 ‘63,257'i134,948 151,557 167,094 213,569 ‘367,979.- 505,437
TQTAL‘ASSETS/LIABILITIES 256?515‘ 249,;56“292,363 422,361, 440,402 525,983 664,949 763,597 924,314 1191,400.1512,278 2:185,145
TOTAL DEPOSIT LIABILITIES 182,649 217,799 251,868 ;342;213 377,237 445,931 497,100 572,585 704,055 332,933 1354,290 1279,5;5
DEMAND DEPOSITS | 31,468 36,234 58,018 97,991 96,065 112,235 114,102 123,016 153,407 158,642 101,833 209,393
TIME DEPOSTTS '76;380 81,002 79,127 99,673 108,963 129,637 141,647 175,550 231543 276,952 386,466 429,087
SAVINGS DEpdsITs 180,801 100,563 114L7é3 144,549 172,209 204,009 241,351 274,019 -319Q1Q5 397,339 485,991 641,045
" OTHER LIABILITIES 23,866 31,357 40,495 80,148 63,165 80,052 167,849 211,012 220,259 -358;467' 457,988 905,620
'S A PERCENT OF TOTAL
TEPOSIT LIABILITIES:
BEMAND DEPOSITS 172 166 23.0 . 20.6 25,5 25.2 23.0 ' 21.5 2i.8” 19.0 17.2 16.4
 'TIME DEPOSITS - 38.5 37.2 31.4 . 20,1 28,5  29.1 28.5 30,7 32,9 33.3 36.7 33;5
' SAVINGS DEPOSiTS. 44.2 : 46.2° 455 42.3 45,7 ‘-45.7 48.6 47.9 - 45.3 477 . 46.1 50,1

' . ' ' [ .
K1t A8 A) oAb M A3 cGhak e LRTE on M kel WROL Wb AR LBl Ak A6 U Wt AGSh maad dbeel T b ) BREAALG OF AL L aATWOR LT T AL AT LS G 0
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COMMERCIAL BANKS

Bk Bl B Ll 7R

i e

VI

TABLE

= _TIME AND SAVINGS DEPOSITS

AR A RIailakl werlA e et S5 AT L U Ge ke AL s ek LR A o b b ] G e vim e, Dehle A e A Lk e 1y

b he e e sdadd sl o O ek ek W ke
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[

1972 1973 . 1874, 1975 1976 1977 1978 1979 1989 1981 1982
TOTAL - o 146,225 176,846 188,314 - 246,840 272,975 321,864 371,076 431,879 529,599 648,486 839,834 1,
PUBLIC SECTOR 4,126 10,998 13,527 20,631 30,446 31,675 17,867 19,532 25,239 29,849 41,267
. CENTRAL GOVERNMENT - - . 134 148 552- 843 - 1,279 2,180 2,331 3,617 . 7,139
- PUBLIC ENTERPRISES 4,126 10,998 13,393 20,483 29,894 30,832 16,588 17,352 .22,908 26,232 34,128
PRIVATE SECTOR ' -142,099 165,848 174,787 226,209 242,509 290,189 353,209 412,347 504,360 618,637 . 798,567
- BUSINESS FIRMS 10,661 ' 6,566 6,600 13,336 13,629 26,333 32,766 40,039 54,228 69,608 98,509
- HOUSEHOLDS 131,438 159,182 168,187 212,873 228,880 263,856 320,443 372,308 450,132 549,029 700,058
Af A $ OF TOTAL . ,
PUBLIC SECTOR - . 2.8 6.2 ) 12.3 11.2 9.8 4.8 4.5 4.8 4.6 4.9
- CENTRAL GOVERNMENT - L= 0.1 . 0.1 0.2 .3 0.3 0.5 0,4 0.6 6.9
- PURLIC ENTERPRISES - 2.8 6.2 .1 1 12.2 11.0 9.5 4.5 4.0 4.4 4,0 C 4.0
PRIVATE SECTOR S 97,20 . 93,8 92.8 1.6 88.8 '90.2 95,2 '95.5 95.2 95.4° 95,1
~ BUSINESS FIRMS : 7.3 3.8 3.5 5.4 5.0 8.2 8.8 5.3 10.2 10.7. 11.7
~ HOUSEHOLDS - . 89.9°  90.0 S9.3_ 86.2 83.8 32.0 86.4 88.2 85.0 . 84.7 83.4

oas v ek e g danen o

B A T T T
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1983

SRR UNFTOFIY

033,167

79,030
7,281
71,745

954,137-

100,611

853,556

7.6
D7

6.9

92.3

. 5.7

82.6
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CTABLE_ VII -~

. .
s COMMERC...AL BANKS -
DOENS. zs.mnﬁpymcss‘
1972 - 1973 1974 . 1975 1976 1977 1978 1979 1980 1981 1982 1983
. ‘ ‘ _ (In 'Fhousand of Guyana Dollars) '
"I’otal Toans & Advances 96,764 122,574 160,383 166,995 191,432 230,302, 240,511 328,928 423,041 633,234 623,554 996,536
Public Sector, ' ' 13,312 22,327 58,523 59,624 . 81,477, },%3., 038, 127,347 177,064 235,507 367,64 '314,229 620,241
Central CGovernment - - e - 19 13 738 78 .. 40 1,738 . 2,397 2,914
“ - Public Enterprises 13,312 22,327, 58,523 59,624 81,458 123,025 126,609 176,986 235,467 - 385,836 311,832 - 617,327,
‘Private Sector ' 83,452 100,247, 101,840 107, 371 109,955 107,344 113,164 151,864 187,534 243,689 309,325 376,295,
Business Firms . = 65,493 74,0878 77,434 84,675 81,929 75,287 - 72,923 100,519 121,465 165,439 208,805 258,640
. Households . 17,959 25,369 24,406 22,696 .28,026 - 32,057 40,241 51,345 66,066 ' 80,24F 100,436 117,655
(A:.s a Percent of Total Llabs.lltles)
Total Loans & Advances ' 53.0.  56.3 63.7  48.8 50.7 51.7  48.4 57.4 60.1 76.0  5%.1 '77.9
Pul lic Sector = '- 7.3 10.3 23.2  17.4 218 27.6 25.6 30.9 33.5 46.5  28.8 48.
Central' Government = - - - - L= - 0.1 - - - 0.2 0.2 0.2
Fublic Enterorises ] 7.3 0.3 23.2 17.4 21.6 27.6 25.5 30.9 33.5 46.3 29.6 48.3
“erivate Sector . 45,7 . '46.0  40.4 31.4 29.1 24.1 22.8 26.5 26.6 29.5  29.3 29.4
.I'Budiness Firms _ ' ‘ 35.9 34,4  30.7 S 24.7, - 21.7 - .16.9 14,7 17.6 17.3 199 19.8 20,2
~ Households ' $.8 - 1l1.6 L 9.7 6.6 7.4 0 0 7.2 8.1 9.0 9.4 5.6 9.5 - 9,2
-




TABLE VIII

LIOUID ASSE’I‘ REQUIREM‘ENTS OF COMMERCIAL BANKS

‘G000 ﬂ;,bw_;hmw;;u};h;j;;,;»wmhb;ﬂ;ﬁ;&;“M_"m¢wwgm@m;,m;;Q,Lanuu,“ugﬁgd_aumdgwuw;“;g,“ug-mu*-$;;ﬁ;3hugv;;w-m4uﬁgg;lw;LfVN“MWUGﬂ@.m
1972 ______ 1973, . 1974 ' 1975‘ 1976 1977 1978 1979 1980 1981 1382: 1933
"L IABILITIES 182,649 217,799 251,868 342,213 377,237 ‘445 931 497, 100 57g_§§5 704,085 832,933 1,034,290, 1 2j§“§25
Demand = 31,268 36,234 58,018 97,991 96,065 112,235 114,102 123,016 153,407 158,642 131,833 209,393

Time and Savings 151,181 -181,565 193,850 244,222 281,172 333,696 382,998 449,569 550,648 674,291 872,457 1,070,132

“LIQUID ASSETS o
Required 33,235 40,617

+

ag,472 . 71,865 73,608 ' 88,027 111,454 144,597 166,165 154,269 . 139,624 234,348

Actual 79,867 92,532 © 92,049 - 207,779 179,970 228,297 286,080 299,973 330,058 340,193 535,073 678,714
Foreign . 384 1,672 1,684, 5,928 2,346 2,308 1,632 4,241 3,512 2,652 6,723 5,406
Currency : 5,861 6,913 7,276 12,207 10,349 11,777 12,162 12,595 13,3948 15,244 16,491 17,816
Reserve Deposits 17,032 10,116 10,953 19,637 21,923 . 24,897 37,604 34,347 43,760 21,128 67,245 ' 72,237
Treasury Bills ~ 52,647 = 60, 943 55,618 128,705 119,390 170,797 198,215 190,111 210,916 237,384 402,147 . 563,024
Other 3,943 12,888 16,513 41,302 25,962 18,518 36,437 58,679 57,522 43,185 12,467 20,231

Excess . 46,628 51,915 | 43,577 135,911 106,362 '140,270 174,596 155,376 143,893 185,924 305,445 444,366

(Rs a Percent of Total hlabllltleS)
"IIOUID‘§§§§TS »

Required 18,2 18.6 19,2 21,0 23.3 19,7 22.4 25.3 26.4 10.5 18,9 1a.3

Actual 43.7 42,5 36.5 6G.7 47.7 51.2 57.5 52.4 46.9 40,8 47,9 53.0
Foreign 0.2 9.8 S 0.7 1.7 0.6 0.5 0.3 0.7 0.6 0.3 0.1 0.4
Currency 3.2 3.2 2.9 3.6 2.7 2.8 2.4 2.2 2.0 i.8 1.6 1.4
Reserve Deposits 5.3 4.6, 4.4 5.7 . 5.8 5.5 7.6 6.0 6.2 C 4.9 5.4 5.6
Treasury Bills 28,8 28.90 22.1 37.6 31.6 38.3 39.9 33.2 "30.0 28.6 . 38.1 44.0
Other 2.2 5.9 6.6 12.1 6.9 4.2 7.3 10.2 2.2 5.2 1.2 1.6

Excess 25.5 23.8 17.3 39.7 28.2  31.4 35.1 27.1 20.4 22.3 3.0 34.7

. [ v
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14, Snyder, Donald W: “Econometric Studies of Household Savina DBehavior in
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15. U Tun Wai: “The Role of Unorganized Financial Markets in Economic Development
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16. Bank of Guyana Annual Reports
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