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GENERAL NOTE

p provisional

e estimate

- nil

n.a. notavailable

() The sum of the components may differ from the totals in some instances due to rounding.
(ii) Data are subject to periodic revision as more updated information becomes available.
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GLOSSARY

The following terminologies are defined in the context of Solomon Islands.

Balance of Payments (BoP): records all payments and receipts relating to the movement of funds between a country
and foreign countries.

Bank Liquidity: Total amount of cash held by banks and not used for investment or other transactions.

Capital account: records international transactions relating to the flow of capital between a country and foreign coun-
tries, such as investment, loans etc.

Current account: records international transactions relating to the flow of goods, services, income and gifts. A surplus
indicates higher inflows than outflows and a deficit indicates the opposite.

Domestic credit: value of loans and advances obtained from within the country.

Excess Liquidity: The liquidity that banks possess that is greater than the minimum prescribed by the Central Bank.
Exchange rate: the price of foreign currencies stated in terms of the local currency or the vice versa.

Exports: goods that a country sells abroad.

External reserves: stock of foreign currency assets of the Central Bank. These assets are earned though exports, foreign
aid and loans obtained from institutions abroad.

Gross Domestic Product (GDP): Total value of all final goods and services produced in an economy during the course
of a year.

Honiara Retail Price Index (HRPI): a consumer price index which shows the price level and changes in price level
of goods and services in Honiara over time. This information forms the basis for calculating inflation in the
economy.

Imports: goods that a country buys from abroad.

Liquidity Asset Requirement: Usually defined as a percentage of deposit liabilities of a commercial bank that shall be
hold as cash or as balance with the Central Bank.

Money Supply: the total quantity of money in a country’s economy at a particular time.

Narrow money: notes and coins in the hands of the public plus money held on demand deposits at the Central Bank.
Net Credit to Government: value of borrowings by Government less its deposits at the banks and the Central Bank.
Private sector credit: value of borrowings by private companies and individuals within the country.

Quasi money: Total of time deposits and savings deposits.

Trade balance: the difference between merchandise exports (goods sold overseas) and merchandise imports (goods
purchased from overseas).

Trade surplus/deficit: a trade surplus is when the value of exports is higher than the value of imports, whilst a trade
deficit is when receipts from exports are less than payments for imports.
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CHAPTER I. OVERVIEW AND ANALYSIS

The Global economic conditions showed a mild accelera-
tion over the first quarter of 2015, despite prospects across
the economies continuing to be uneven. In advanced
economies the outlook is improving, while slower growth
is projected in emerging market and developing econo-
mies. Furthermore, as international oil prices continue to
be at record lows, oil importing countries are exhibiting
patterns of increased spending as real income increases,
while oil exporters have cut spending, but to a smaller ex-
tent. Global growth projections for 2015 remain at 3.5%1,
in line with the January 2015 World Economic Outlook
(WEO) Update forecast.

Growth projections in advanced economies still stand at
2.4% in 2015, up from the 1.8% recorded in 2014. Howev-
er, the expected contributors to this growth have changed
slightly since the beginning of the year. The United States
economy lost momentum in the first quarter of 2015 ow-
ing to a contraction in investment, primarily due to low
oil prices; a strong US dollar exerting pressure on exports,
and weak consumption. The country’s economy is now
projected to expand by 3.1% in 2015, down from the 3.6%
earlier forecast.

In the euro area the economy saw some improvement
over the first quarter of 2015, despite uncertainty cast on
the economic outlook by the Greece. Growth prospects are
supported by low oil prices and a weak euro, with growth
projections for 2015 increasing to 1.5%, up from 1.2% in
January. The United Kingdom’s economy decelerated
slightly in the first quarter due to contractions in the con-
struction and industry sectors, but growth projections for
the year remain steady at 2.7%. In Germany, consumption
and exports continue to support the economy, propped
up by low oil prices, higher wages, and a weak euro. Simi-
larly the Japanese economy has also shown signs of re-
covery over the first quarter with growth being supported
by a weak yen, low oil prices, and an improving labour
market. Growth projections for 2015 have been revised
upwards for both countries to 1.6% and 1.0% respectively,
from 1.3% and 0.6% in January.

In emerging market and developing economies growth
projections continue to be lower than those observed in re-
cent years at 4.3% for 2015 compared to 4.6% and 5.0% in
2014 and 2013 respectively. Over the first quarter, growth
in China reached a six year low as the government contin-
ues on its “new normal” approach to growth. This moder-
ation is thought to have stemmed primarily from a soften-
ing in domestic demand, although nominal merchandise
exports also decelerated over the period. Nonetheless,
growth projections for the country have been maintained
at 6.8% for 2015 after a downgrade from 7.1% in the Oc-
tober 2014 WEO. India saw a mixed performance over the
first quarter with industrial production and manufactur-
ing rising while the trade deficit widened.

1 All statistics in this section obtained from IMF World Economic Outlook, April 2015 unless
otherwise stated.

Even so, the economic outlook remains stable with pro-
jected growth of 7.5%? in 2015.

In East Asia Pacific, growth is expected to ease despite
benefits from lower oil prices. Growth projections for the
region are maintained at 6.7%° in 2015, a slight drop from
the 6.9% of 2014. While countries such as the Philippines,
Thailand, and the Pacific island countries (PICs) benefit
from low oil prices, the region’s net exporters, including
Malaysia and Papua New Guinea (PNG) may see slower
growth and lower government revenues. The strengthen-
ing US dollar could also hurt highly dollarized economies
in the region.

Growth in Solomon Islands’ other major trading partners,
Australia and New Zealand, has proved to slightly de-
pressed but stable in the first quarter of 2015. The Austra-
lian economy has seen a deceleration in growth primar-
ily owing to weakened global demand for iron and coal,
particularly the slowdown in China. This has translated
into a decrease in exports and investment, especially in
the mining sector, but growth is still projected to reach
2.8% in 2015. Meanwhile, New Zealand growth prospects
remain stable despite the downward trend in prices for
dairy products, the country’s main export. Growth projec-
tions for the year have been maintained at 2.9%.

In the domestic economy, the production performance as
reflected by the Central Bank of Solomon Islands (CBSI)
production index weakened by 16% to 77 points from 92
points in the preceding quarter. This waning in produc-
tion was primarily driven by contractions in major export
commodities; round logs, fish catch and cocoa production.
Conversely, manufacturing activities as measured by the
CBSI manufacturing index saw an increase of 3% to reach
291 points. This was driven by the increases in canned
tuna production which benefited from improvements in
the production process, as well as increases in biscuit and
tobacco production. Labour market conditions followed
suit with the average number of Solomon Island National
Provident Fund (SINPF) contributors increasing by 2%
from 53,796 to 54,881. Similarly, approved foreign direct
investment applications saw a notable increase to 59 ap-
plications from 40 applications the previous quarter.

Headline inflation in March, as measured by the 3 months
moving average (3mma), recorded deflation of 0.3%,
which was an unprecedented occurrence on record. The
drastic fall was largely driven by a contraction of domes-
tic inflation to zero (0.0%) coupled with a further decline
into negative territory of imported inflation. The plunge
in domestic inflation came primarily from a significant
drop in food prices to 1.4% from 8.6% in the last quarter.
Meanwhile, core inflation, which excludes volatile, price
control and excise items, eased to 2.1% from 3.1% in the
previous quarter.

2 Recent revisions to GDP methodology mean GDP from 2011 onwards is now based on GDP
at market prices with FY2011/12 as a base year.
3 Source: The World Bank, Global Economic Prospects, East Asia Pacific
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The external sector saw a positive performance in the first
quarter of 2015 with the overall balance of payments re-
cording a narrowing in the current account deficit to $20
million and a larger surplus in the capital and financial
accounts of $234 million.

The improvement in the current account deficit stemmed
from reduced deficits in the services and primary income
accounts, coupled with a widening of the surplus in sec-
ondary income which was mainly driven by an increase
in private sector transfers. The balance on trade in goods
slipped into deficit over the quarter to $41 million. This
resulted from a large 16% fall in exports to $757 million,
compared to a smaller 5% fall in imports to $798 million,
owing primarily to lower food and fuel import values.
Meanwhile the surplus in the capital and financial ac-
count was attributed to the build-up from foreign reserves
transactions with gross foreign reserves reaching $4,026
million.

Monetary aggregates showed mixed movements over the
quarter with reserve money (M0) and narrow money (M1)
increasing compared to the previous quarter while broad
money supply (M3) fell during the period. The increase
in MO by 2% to $1,866 million was primarily driven by
other depository corporations” (ODCs) call deposits held
with CBSI while the 4% increase in M1 to $2,755 million
resulted from the build-up of transferable deposits held
with depository corporations).

On the other hand, the 1% decrease in M3 to $3,614 mil-
lion was driven by a significant fall in other deposits (sav-
ings and time) outweighing growth in M1.

Private sector credit (PSC) continued to increase, albeit at
a slower rate than a quarter prior, to reach $1,754 million
on the back of

credit allotted to other non-financial corporations. Credit
to individual residents saw a 4% fall over the period. The
banking system saw an increase in total liquidity by 5%
over the quarter to reach $1,229 million, driven by a rise
in CBSI’s net foreign assets (NFA) at the end of the period.
Excess liquidity followed suit registering an increase of
7% to $897 million. Meanwhile, the volume of CBSI Boko-
lo bills issued was maintained at $710 million throughout
the quarter and the cash reserve requirement maintained
at7.5%.

On fiscal developments, the change of government in the
final quarter of 2014 resulted in a delay in the approval
of the 2015 appropriation budget to April 2015 and con-
sequently a slowdown in development expenditure prior
to this approval. Therefore, while total cash revenue fell
by 25% to $736 million, total government expenditure fell
even further by 38% to $491 million resulting in a fiscal
surplus of $247 million at the end of the first quarter of
2015. Driving the fall in revenue were marked declines in
both tax and non-tax revenue collections while the fall in
spending was further exacerbated by falls in recurrent ex-
penditure by 26% to $472 million.

The government’s debt stock continued on its down-
ward trajectory falling 3% to $837 million. This reflected
a decline in both external and domestic public debt stocks
with the debt-to-GDP ratio also falling to 11% from 12%
the previous quarter.
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Chapter II. DOMESTIC ECONOMY

Domestic economic activities, measured by the CBSI
production index?, slowed down in the first quarter
of 2015 following a marginal contraction in the pre-
ceding quarter. The index fell by 16% to 77 points
from 92 points in the previous quarter (see Figure
2.1). The contraction was attributed to declines in
three of the major export commodities during the
quarter; with cocoa plunging by 53% whilst fish
catch and log production weakened by 31% and
14% respectively. Bad weather conditions over the
first three months of 2015, combined with subdued
international prices, were responsible for the weak
production during the quarter.

Figure 2.1: Production Index
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Logs

Log exports, as a proxy for log production, dropped for
the second consecutive quarter. Log export volumes fell
by 14% to 518,493 cubic meters from 601,710 cubic meters
in the previous quarter. However, output was 17% above
the same period a year ago.

Of the total log production for the quarter, Western prov-
ince accounted for the largest proportion with 38%, fol-
lowed by Isabel province with 31%, Choiseul produced
9%, Makira and Renbell contributed 7% each, Guadalca-
nal with 5% while Malaita contributed the least at 3% (see
Figure 2.2).

Figure 2.2: Log Export by Province
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Average international log price continued its declining
trajectory since it peaked in 2011. This was reflected in the
4% fall in log price this quarter to US$249 per cubic meter
from US$260 per cubic meter in the previous quarter (see
Figure 2.3). The subsequent fall in international log prices
was due to continued weakening Asian demand for our
logs.

Figure 2.3: Volume and Average Price of Logs
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Fish

Fish catch declined significantly by 31% to 7,229 tons from
10,487 tons in the final quarter of 2014. The negative out-
turn was due to exceptionally low catch in March as a re-
sult of the adverse weather conditions during the period.
Seasonal trend shows that the first quarter is known for
low fish catch related to sea conditions and fish migration.
On the other hand, output for the quarter outperformed
the same period a year ago by 13%.

Figure 2.4: Fish Catch and Average Prices
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Canned tuna production surged markedly, more than
doubling to 191,222 cartons from 88,837 cartons in the pre-
vious quarter. This increase was due to the improvement
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in the production process which resulted in the increase in
cannery throughput during the period.

Conversely, fish loin and fish meal production declined
by 9% to 278,846 cartons and 16% to 17,008 bags respec-
tively. This reflected sluggish demand from Europe and
the United States, the main export destinations.

The average international price of fish weakened for the
second consecutive quarter, as demand for raw material
fish softened in the world market. Average fish price for
the first quarter dipped by 10% against the previous quar-
ter to US$1,216 per ton® reaching the lowest price level in
the past four years (see Figure 2.4).

Palm Oil

Harvested palm oil fruit bunches rose by 19% to a record
high of 45,518 tons from 38,196 tons in the previous quar-
ter. Reflecting this, production of crude palm oil increased
18% from the preceding quarter to 10,556 tons and 16%
above the corresponding period in 2014. Similarly, palm
kernel oil performed better than the preceding quarter
recording a 19% increase to 1,020 tons. Against the cor-
responding quarter a year ago, kernel oil was 16% higher.

Average contract price for crude palm oil fell marginally
by 0.5% to US$813 per ton while palm kernel oil rebound-
ed by 23%, offsetting the decline in the December quarter,
to settle at US$1,383 per ton in this quarter.

Figure 2.5: Palm Oil Production, International and Contact Prices
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Cocoa

Cocoa production fell for the third successive quarter by
26% to 558 tons from 750 tons in the December quarter.
This output level was also 26% below the same quarter
a year ago reflecting seasonality issues of low cropping
season in every first quarter of the years. Bad weather
conditions experienced over the first quarter coupled
with weakening international price have also contributed
to the drastic fall.

Production by province showed that Guadalcanal prov-
ince still maintained the largest share of cocoa production
with 381 tons (68%), followed by Malaita with 115 tons

5 INFO Fish (2013)

(21%), Makira produced 57 tons (10%), whilst Central
produced 4 tons (1%). In terms of prices, the average con-
tracted export price for cocoa fell by 3% to GBP1, 655 per
ton from GBP1, 700 per ton in the final quarter of 2014.
As a result, domestic prices received by local farmers
also slipped by 2% to $16.10 per kilogram as compared to
$16.50 per kilogram in the December quarter.

Copra

Copra output went up this quarter following a decline in
the final quarter of 2014. Production was 27% above the
previous quarter at 4,760 tons. However this was 7% be-
low the same quarter a year ago. In terms of production
by province, Central province continues to account for the
largest share of production since the second quarter of
2014 at 2,021 tons (42%); followed by Guadalcanal prov-
ince with 757 tons (16%), Western province with 646 tons
(14%), Malaita province produced 498 tons (10%), whilst
the other provinces accounted for the remaining 18%.

As for prices, contract prices received by local export-
ers improved by 2% this quarter to US$567 per ton from
US$558 per ton in the previous quarter. In contrast, do-
mestic prices fell this quarter by 8% from $3.60 per kilo-
gram to $3.30 per kilogram.

Figure 2.6: Copra Production and Contract Price
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Employment

The number of Solomon Island National Provident Fund
(SINPF) contributors, as a partial indicator for labour mar-
ket conditions, showed an increase in the first quarter of
2015. The average number of contributors® for the period
rose by 2% to 54,881 from 53,796 in the previous quarter.
Furthermore, this also reflected a 6% year-on-year growth
in employment.

Disaggregating these figures, however, the active contrib-
utors to the fund recorded a 4% fall over the quarter to
45,686 contributors. Despite that, this was 8% above the
same quarter a year ago. Meanwhile, the slow active cat-
egory increased significantly by 45% against the previous
quarter to 9,195 contributors.

6 Active and Slow Active Contributors.
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The CBSI job vacancy advertisement survey showed a de-
cline in advertised positions for the first quarter of 2015.
Advertised vacant positions fell by 30% to 450 vacancies
against 644 vacancies in the previous quarter.

In terms of vacancies by sector, the education sector still
dominated with 144 vacancies (32%), followed by admin-
istrative support services and public administration, each
accounted for 20% with 92 and 91 vacancies respectively.
The remaining sectors accounted for 123 vacancies (28%).

Energy

The Solomon Islands Electricity Authority (SIEA) gener-
ated 20,961 Megawatt per hour (MWh) in the first quarter
of 2015, falling slightly by 2% against the previous quarter
and 1.2% below the same quarter a year ago. Similarly,
units of electricity sold slipped by 3% against the preced-
ing quarter to 16,367 MWh, but were still up by 2% on
a year-on-year basis. Sales to the domestic, Government
and the others categories increased while sales to the com-
mercial and the industrial categories fell during the quar-
ter. Domestic usage went up by 4% to 3,539 MWHh, sales to
government rose 24% to 2,525 MWh, while sales to other
category surged from 112 MWh to 266 MWh, and com-
mercial usage declined by 12% to 10,038 MWh (see Figure
2.7).

Unsold units increased by 6% to 4,594 MWh from 4,342
MWh in the final quarter a year ago. As a result, the ratio
of unsold units to generated units also went up to 22%
against 20% in the previous quarter.

Figure 2.7: Units of Electricity Generated and Sold
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Manufacturing

Manufacturing activities, as measured by the CBSI man-
ufacturing index’, rose by 3% to 291 points compared to
283 points in the quarter prior. This was driven by the
increase in canned tuna production destined for the do-
mestic market, combined with sizeable increases in biscuit
and tobacco production all of which outweighed the falls
in production of beers and soft drinks and canned tuna for
exports over the quarter.

Similarly, the index for domestic market went up by
10% from 191 points to 211 points, owing to the surge in

7 CBSI Manufacturing index represents both domestic and exported goods.

canned tuna for domestic consumption by 115%, biscuit
productions went up by 33% and tobacco up by 9%. On
the contrary, the index for tuna export showed a fall of 3%
due to the slowdown in cannery output for export mar-
kets over the quarter.

Figure 2.8: CBSI Manufacturing Index

700

600

500 I i

400 7

100)
<

N—

300 7
e ~

20 o -
(]
EAAN !

Index (2010q1

- \
W
\!

]

100 f======= e

Mar ‘Jun ‘Sep ‘Dec ‘Mar ‘Jun ‘Sep ‘Dec ‘Mar ‘Jun ‘Sep ‘Deo ‘Mar ‘Jun ‘Sep ‘Dec ‘Mar ‘

2011 ‘ 2012 ‘ 2013 2014 ‘2015 ‘

Source: GBS —— Overal Domestic Component = = = Export Component

Foreign Investment

Approved foreign direct investment applications in-
creased notably by 48% to 59 applications this quarter
from 40 applications in the previous quarter. In terms of
applications by sector, wholesale and retail services ac-
counted for the majority with 17 applications, followed by
other services consisting of 12 applications, forestry with
10 applications, mining received 6 applications, 4 applica-
tions each for tourism, construction and transport sector
while manufacturing and consultancy received 1 applica-
tion each.

Most applicants indicated more than one operational lo-
cation. Distribution by province® showed that 52 applica-
tions registered to operate in Honiara, 20 applications for
Guadalcanal, and 15 applications registered for Western
province. Malaita, Central, Isabel and Choiseul provinces
each received 12 applications. In terms of investment val-
ue, the total value of applications was more than double
to $619 million compared to $304 million in the previous
quarter.

Inflation

Headline inflation, measured by 3 months moving aver-
age for March recorded a deflation of 0.3%. This is the first
time for Solomon Islands to record a deflation. The fall in
general price index was driven largely by domestic infla-
tion, which contracted to zero (0.0%) from 8% in Decem-
ber 2014 coupled with the further decline of the imported
price index to negative territory of minus 1.6% during the
quarter.

8 Foreign investors indicated in their applications that they will operate in more than one prov-
ince. Therefore, the provincial distribution will be greater than the 59 foreign investments ap-
plications that were recorded in the quarter.
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Domestic inflation fell notably as a result of food prices
plunging to 1.4% from 8.6% in the last quarter. The hous-
ing and utilities category which accounted for the second
highest weight in the domestic category also dropped
markedly to 3.2% from 11%. The drinks and tobacco index
declined noticeably to (minus) 24.2% compared to 8.4%
due to declining betel-nut prices over the quarter.

On the same note, imported inflation remained subdued
at minus 1.6% at the end of the quarter compared to minus
0.2% in the December quarter, reflecting falling interna-
tional imported prices. Core inflation’ eased to 2.1% from
3.1% in the previous quarter (see Figure 2.9).

Figure 2.9 Headline and Underlying Inflation Rates (3mma).ai
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Of the overall inflation rate of minus 0.3% for March, food
inflation and housing utilities each accounted for minus
0.1%, while other categories jointly contributed the re-
maining minus 0.1% (see Figure 2.10.

Honiara Retail Fuel Price

The Honiara retail fuel prices fell by 14% this quarter to
an average of $9.31 per litre from $10.78 per litre in the
December quarter. The decline was due to falls in all cat-
egories with petrol declining by $1.76 to $8.57 per litre,
diesel by $1.50 to $8.87 per litre and kerosene contracting
by $1.17 to $10.49 per litre.

9 All CPI excluding volatile, price control and excise items (alcohol + tobacco)

Regional Inflation

Comparing headline inflation across the Pacific region, in-
flation in the Solomon Islands fell below zero compared to
the Pacific Island average of 1.1% in March 2015. Similarly,
this was below when compared against the average infla-
tion rate of 1.7% in Pacific Island countries that are specifi-
cally governed by independent monetary authorities and
major trading partners with 0.9% (see Figure 2.11).

Figure 2.11: Regional Inflation
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Chapter I11. BALANCE OF PAYMENT

The Solomon Islands balance of payments performed pos-
itively in March 2015 quarter indicated by the growth in
foreign reserves, a narrowing in the current account deficit
and a larger surplus in the capital and financial accounts.

2014 2015
Jun | Sep | Dec Mar
Qtr Qtr Qtr Qtr
SBD million
A. Current Account 0|-124| -62 -20
Goods -23| 66| 61 -41
Services -265| -173| -166 -91
Primary Income -11| -71| -42 -32
Secondary Income 299| 55| 86| 144
B. Capital & Financial Account 44| 194 | -177| 234
Capital 228 | 88| 129 98
Financial account (excl. reserve asset) 1/ | -183 | 106 | -305| 137
C. Reserve Assets (+ve = increase) 177| 21|-279| 290
D. Net errors and omissions 132| -49| -40 76
Position of Gross Foreign Reserves at end 4148 4071 (3784 |4026
Months of Import cover of Goods and
Services 11.7 (10.6 [9.5 [10.2
1/ The financial account in BOP analytical presentation shows reserve]
assets separately in item C. Under BPM6, the financial account includes|
reserve assets.
Source: CBSI

Current Account

The current account registered a provisional $20 million
deficit, narrowing from a revised $62 million deficit in
December 2014 quarter. In contrast, the capital and finan-
cial account (excluding reserve assets) posted a surplus of
$234 million overturning the deficit of $177 million in the
previous quarter. This surplus was more than enough to
finance the current account deficit and was attributed to
the build-up of foreign reserves transactions of $290 mil-
lion. As a result, the level of gross foreign reserves rose
by 6% to $4,026 million, sufficient to cover 10.2 months of
imports of goods and services.

The lower current account deficit during the quarter was
driven by the reduced deficit in services and primary in-
come accounts, combined with the widening surplus in
the secondary income. However, the current account was
still in negative territory due to the deficit in goods, ser-
vices and primary income account which outweighed the
surplus in secondary income.

Trade in goods

The balance on trade in goods posted a provisional $41
million deficit, a significant downturn from a surplus of
$61 million in the previous quarter. This negative out-
come resulted from a larger fall in exports by 16% to $757

million and a smaller 5% fall in imports to $798 million
during the quarter.

Figure 3.1: Trade in Goods
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The fall in exports was driven by declines in export receipts
from round log, fish, and cocoa exports. This stemmed
from both lower export volumes and lower international
prices during the quarter. Round logs, which contributed
67 % of the total exports, dropped by 13% to $507 million,
fish exports fell by 42% to $93 million and cocoa by 52%
to $12 million. On the upside, palm oil exports increased
by 13% to $59 million, copra and coconut oil exports by
10% to $21 million, timber exports went up to $11 million
from $9 million, mineral exports more than doubled to
$13 million on the back of bauxite exports, and other ex-
ports jumped from $8 million to $22 million largely due to
beche-de-mer exports during the quarter.

Imports

The fall in imports during the quarter was largely attribut-
ed to lower food and fuel imports. Food imports dropped
by 34% to $162 million reflecting lower food prices and
weak food import demand. Fuel imports fell by 15% to
$134 million driven by larger fall in fuel prices. Basic man-
ufactures also fell by 4% to $133 million, chemicals by 5%
to $51 million, beverages and tobacco dropped from $20
million to $16 million, and crude materials from $10 mil-
lion to $8 million. Meanwhile, machinery and transport
equipment went up by 28% to $296 million largely due to
capital imports in the energy sector. Miscellaneous items
also rose by 15% to $73 million.
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Trade in Services

Trade in services account recorded a deficit of $91 mil-
lion, narrowing from a revised $166 million deficit in the
previous quarter. This outcome reflected a reduced defi-
cit in transport services and surplus in the travel services.
Transport services fell from a revised deficit of $82 mil-
lion to a $66 million deficit due to lower freight payments
and other transport payments. Travel services registered
a surplus of $4 million from a deficit of $49 million due to
lower travel payments reflecting lesser Solomon Island-
ers travelling abroad during the quarter. Other services
payments which comprised all services excluding trans-
port and travel, recorded a reduced deficit of $30 million
from $35 million a quarter ago due to lower payments for
maintenance and repairs, construction, and other business
services during the quarter.

Primary Income Account

The primary income account posted a reduced deficit of
$32 million during the quarter from a revised $42 million
deficit in the previous quarter. This came mainly from
lower outflows in investment income combined with
higher inflows on compensation of employees. Invest-
ment income narrowed from $126 million deficit to $81
million deficit reflecting lower dividend payments during
the quarter. Compensation of employees recorded $2 mil-
lion surplus, an upswing from a deficit of $9 million in
the previous quarter. On the other hand, other primary
income, which represents fishing licences from foreign
fishing boats, reduced from a surplus of $93 million to $48
million.

Secondary Income Account

The surplus in the secondary income account increased
to $144 million from a revised $86 million recorded dur-
ing the previous quarter. This was mainly driven by in-
creased private sector transfers from a revised $7 million
deficit in the previous quarter to $60 million surplus as
a result of higher transfers received by both NGOs and
churches combined with reduced payments for workers
remittances. On the other hand, receipts for general gov-
ernment transfers reduced from $93 million to $83 million
due mainly to a decline in technical assistance during the
quarter.

Capital Account

The capital account surplus declined to $98 million fol-
lowing a large capital inflow of $129 million in the previ-
ous quarter. The fall came mainly from lower receipts on
capital aid-in-cash grants during the quarter while capital
aid-in-kind remained around the same level as in the last
quarter.

Financial Account

The financial account balance registered a net lending
(surplus) of $154 million, a significant growth from $27
million in the previous quarter. This resulted from the

sizeable increase in financial assets by $412 million to $230
million surplus which outstripped the increase in finan-
cial liabilities by $285 million to $76 million.

The huge net acquisition in the financial assets was largely
driven by reserve assets which recorded a large build-up
of $290 million from the drawdown of $279 million in
the previous quarter. Direct investment also posted an
increased surplus of $5 million from $4 million surplus
while portfolio investment improved to $3 million from
a deficit of $1 million during the last quarter. Meanwhile,
other investment assets dropped to negative $69 million
from a surplus of $94 million in the previous quarter. This
was driven by the reduction in currency and deposits held
abroad by deposit-taking corporations.

The build-up in the financial liabilities came from both
foreign direct investment (FDI) and other investment li-
abilities. FDI posted an inflow of $55 million compared to
an outflow of $118 million in the previous quarter. This
stemmed mainly from intercompany lending receipts
foreign investors received from their parent companies.
Other investment liabilities also recorded an inflow of
$21 million compared to an outflow of $91 million in the
preceding quarter. The development was attributed to the
build-up in currency and deposits of non-residents held
with domestic banks and receipt of loan disbursement
from abroad.

International Investment Position

The net international investment position registered a
$2,042 million deficit at the end of the quarter, narrowing
by 5% from the $2,160 million deficit at the end of the pre-
vious quarter. This outcome resulted from a 4% increase
in stock of financial assets held abroad to $4,998 million
while the stock of financial liabilities incurred abroad in-
creased by 1% to $7,040 million.

The increase in the stock of financial assets was largely at-
tributed to the rise in the stock of reserve assets to $4,026
million from $3,784 million. Direct investment also rose to
$359 million from $355 million and portfolio investment
to $119 million from $115 million. Meanwhile, other in-
vestment asset slid from $559 million to $494 million.

The increase in the stock of financial liabilities was driv-
en by the FDI stock rising further to $5,807 million from
$5,748 million and stock of other investment rising to
$1,233 million from $1,225 million.

Gross External Debt

2014 2015
Jun Sep Dec Mar
Qtr Qtr Qtr Qtr
SBD million
Gross External Debt Position 4,778 | 4,731| 4,639 4,706
A. Public Ezternal Debt 1,038| 1011 940 926
(i) General Government 716 699 685 668
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(i) Central Bank 322 312 254 258
B. Private Esternal Debt 3,739 3,720| 3,699| 3,779
(i) Deposit-Taking Corporatoins 61 92 7 113
(iv) Other Sectors 1/ 220 207 208 194
(v) FDI: Intercompany Lending 1/ 3,459 | 3,421| 3,414| 3,473
1/Provisional

Source: CBSI

The gross external debt stood provisionally at $4,706 mil-
lion, rising from the revised $4,639 million in the previous
quarter. This growth was driven by private sector external
debt which increased to $3,779 million from $3,699 mil-
lion. This increase came largely from FDI intercompany
lending which rose to $3,473 million from $3,414 million
and contributed almost three-quarters of the total exter-
nal debt. Deposit-taking corporations” external debts also
rose from $77 million to $113 million. On the other hand,
other sectors which represent external debt by non-finan-
cial corporations and other financial corporations reduced
from $208 million to $194 million.

Meanwhile, public external debt declined from $940 mil-
lion to $926 million. This reduction came from general
government external debt which dropped by $17 million
to $668 million reflecting continued repayments and no
new borrowings. Meanwhile, Central Banks’s external
debt increased to $258 million from $254 million due to
increase in currency and demand deposits during the
quarter.

Gross Foreign Reserves

The gross foreign reserves rebounded by 6% to $4,025 mil-
lion at the end of March 2015 after witnessing a declining
trend in the previous two quarters. This positive outcome
was driven by net transaction inflow of $290 million large-
ly from round log export proceeds and donor inflows.
However there were revaluation losses of $48 million dur-
ing the quarter attributed to the appreciation of the SBD
against the AUD, GBP, EUR, and NZD. The level of gross
foreign reserves at the end of the quarter was sufficient to
cover 10.2 months of imports of goods and services.

Exchange Rate

The Solomon Islands dollar (SBD) on quarterly average
depreciated against United States by 3.3% to $7.75 per
USD. On the other hand, the SBD appreciated by 5.3%
against the Australian dollar to $6.10 per AUD. The SBD
also appreciated against all the other trading currencies
during the quarter. It appreciated against the EUR by

Figure 3.2: Foreign Reserve and Import Cover
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7.0% to $8.76 per EUR, 1.3% against the Japanese Yen to
$6.51 per 100JPY, 1.0% against the Great Britain pound to
$11.75 per GBP, and 0.4% against the New Zealand dollar
to $5.83 per NZD.

Figure 3.3: Exchange Rate
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Chapter IV. MONEY AND BANKING

Developments in the monetary aggregates at the end of
March 2015 showed reserve money (M0) and narrow
money (M1) increased over the previous quarter, while
broad money supply (M3) saw a decline. Driving the rise
in M0 was an increase in other depository corporations
(ODCs) call deposits held at CBSI. M1 went up due to the
increase in transferable deposits held with Depository
Corporations (DCs). However, M3 fell during the quar-
ter as a result of a fall in other deposits (time and savings
deposits). Total liquidity in the banking system increased
as a result of the increase in M0, consequently causing ex-
cess liquidity to notably reach $897 million. Private sector
credit (PSC) continued to increase but at a slower rate than
the previous quarter. This growth was driven by financing
through loans, overdrafts, as well as and lease financing
over the quarter. Meanwhile, ODCs’ interest rate margins
picked up slightly this quarter due to rising lending rates.

Reserve Money

Reserve money increased by 2% to $1,866 million at the
end of March 2015 compared to an 11% fall in the last
quarter of 2014. The increase was driven mainly by ODCs’
call deposits held with CBSI, which ultimately grew by 6%
to $1,229 million, in spite of currency in circulation falling
by 4% to $631 million.

The growth in MO was also mirrored in the increase in
CBSI’s net foreign assets (NFA) by 7% to $3,786 million
and which was driven primarily by donor inflows. The
net domestic assets (NDA) of CBSI further widened by
12% to net liability of $1,916 million compared to a 3%
decline in the last quarter. This was due to a rise in net
domestic credit which came from an increase in the claims
of Central Government through build-up of government
deposits with CBSI, together with ODCs holdings of CBSI
Bokolo bills. Meanwhile, year-on- year growth saw MO
grew by 5% (see Figure 4.1).

Fig 4.1: Drivers of Reserve Money

Narrow Money

Narrow money (M1) grew by 4% to $2,755 million this
quarter, following a 1% growth witnessed in the last
quarter. Contributing to this increase was the build-up of
transferable deposits held with Depository Corporations
by 6% to $2,213 million in spite of a decrease in currency
in active circulation by 6% to $542 million by end of March
2015.The increase in Depository Corporations transferable
deposits was driven by a rise in transferable deposits of
public non-financial corporations and private companies
by 49% to $187 million and 19% to $1,283 million respec-
tively. Despite the increase in transferable deposits of
these corporations, other resident sectors’ (households
and individuals) and state and local government trans-
ferable deposits recorded a fall this period. Year-on-year
growth in M1 registered a 12% increase against the same
period last year.

Broad Money

Broad money supply (M3) decreased marginally by 1%
to $3,614 million this quarter, following a 2% fall in the
previous quarter. This was driven by a significant fall in
other deposits (savings and time) by 12% to $859 million
outweighing the 4% growth in M1 (see Figure 4.2). Year-
on-year growth saw M3 increase by 16% against the same
period in 2014.

The fall in M3 was also attributed to a further widening
in the NDA of the banking system, which increased to
net liability of $350 million this quarter from net liabil-
ity of $183 million in the final quarter of 2014. This was
driven mainly by an increase in Central Government de-
posits held by Depository Corporations that outstripped
the rising credit to private sector. Despite this, the NFA
held by the Depository Corporations increased by 4% to
$3,975 million, because of higher growth in gross foreign
reserves of CBSL

Fig 4.2: Components of Broad Money
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Liquidity

As reflected by the increase in MO, total liquidity in the
banking system picked up this quarter by 5% to $1,229
million, following a significant fall of 25% in the previous
quarter. This increase led to a rise in excess liquidity by
7% to $897 million. Growth in total liquidity was driven
by a 3% rise in CBSI's NFA at the end of period. However,
year-on-year growth saw total liquidity fall by 2% against
the same period a year ago (see Figure 4.3).

Fig 4.3: Commercial Bank Liquidity

1800
1600
1400

1200
1000

Liquidity, $ millions
o e o o
BN 5 8 &
sS 8 8 8

=

I Free liouicty

Required liquid assets ==Totalliouidity

Source; GBS

Domestic Credit

Total net domestic credit (NDC) of the banking system at
the end of March 2015 saw a significant decline by 58%
to $135 million compared to a growth of 37% in the last
quarter of 2014. Driving the fall was the increase in claims
of Central Government in the banking system through its
deposits, which gave rise to an increase in net liabilities
of Depository Corporations of 16% to $1,659 million over
the period.

Meanwhile, PSC increased further by 3% to $1,754 mil-
lion, following a growth of 4% in the previous quarter.
The upsurge in PSC mainly came from credit allotted to
other non-financial corporations by 8% to $1,144 million
other than credit issued to individual residents. By the
end of the March quarter 2015, the total outstanding credit
issued by the ODCs amounted to $1,748 million, which is
a $52 million increase from the previous quarter. The larg-
est recipients of credit were mainly from personal, distri-
bution, communication and construction sectors, which
accounted for 35%, 14%, 11% and 9% respectively.

The main driving sectors contributing to the quarter-on-
quarter growth in credit were personal sector which grew
from $596 million to $617 million, construction which rose
from $152 million to $164 million, manufacturing up to $89
million from $81 million and transport, which increased
from $91 million to $97 million (See Table 4.1 below).

SBD$ millions 2014 2015 Percentage Change
sers | TP F |G| e | B
Personal 472 497 482 | 8.8% 53%| -3.0%
Construction 181 159 162 | -2.2%| -12.2%| 1.9%
Distribution 211 235 240| 0.0% 11.4%| 2.1%
Communications 140 138 177| -6.0% -1.4% | 28.3%
Tourism 103 102 101| 6.2% -1.4% | -1.0%
prof& Other 67| 97| 85| -5.6%| 44.8%|-12.4%
Transport 72 68 75| 16.1% -5.6% | 10.3%
Manufacturing 54 53 50| 1.9% -1.9% | -5.7%
Forestry 40 25 22| -9.1%| -37.5%|-12.0%
Agriculture 42 43 35 5.05 2.4% | -18.6%
Entert & Catering| 12.0 1.0 80| -7.7%| -91.7% |700.0%
Bills Receivables 4.0 2.0 0.1|-33.3%| -50.0% |-95.0%
g'u”;?glif]‘g 01| 20| 1.0|-50.0%1900.0% | -50.0%
Fisheries 3.0 3.0 40| 0.0% 0.0% | 33.3%
gﬁt‘;‘;?a?t’ions 320| 320| 31.0(-11.1%| 0.0%| -3.1%
Total 1433.1| 1457.0 | 1473.0
Note:  Figure includes only the Commercial Banks and Credit

Corporation of Solomon Islands. Excluding Credit Unions and accured
interest on loans and advances
Source: CBSI

The continuous financing through; loans, which grew by
2% to $1,543 from $1,515 million last quarter; overdrafts,
which increased by 11% to $183 million from $165 million;
and lease financing by 38% to $12 million from $9 million,
represents the overall development in credit growth dur-
ing the period.

Interest Rates

The indicative weighted average interest rate margin
moved up slightly to 10.8% this quarter from 10.7% a quar-
ter ago. This resulted from an increase in lending rates
that out weighted the fall in deposit rates. The indicative
weighted average interest rates on all deposits offered by
ODC:s fell from 0.30% to 0.29% this quarter. The drop re-

Fig 4.4: Interest Rate Development
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sulted from time deposit rates for maturity period of up to
1 month, 6 months to 1 year, 1 to 2 years and 2 to 3 years.
Meanwhile, the indicative weighted average interest rates
on lending increased slightly from 11.06% to 11.10% over
the March quarter. This was due to an increase in the cost
of borrowing in some of the sectors, namely manufactur-
ing from 9.4% to 9.8%, forestry from 18.9% to 19.6%, trans-
portation from 9.8% to 10.5% and professional and other
services from 9.6% to 10.1% respectively (see Figure 4.4).

Other Financial Corporations

The NFA of other financial corporations (OFCs) recorded
a marginal fall of 1% to $257 million in March 2015. This
was driven by an increase in foreign liabilities denomi-
nated in domestic currencies which grew by 36% to $21

million, outweighing the 1% growth in foreign asset of the
OFCs.

Meanwhile, the OFCs NDA grew marginally by 2% to
$1,926 million this period compared with a marginal
movement in December 2014. Contributing to this was a
2% rise to $2,253 million in OFCs” NDC. The growth in
NDC was led by a 6% rise in net credit to financial cor-
porations, which is from transferable deposits with the
commercial banks and marginal growth of 0.5% in credit
to private sector. Other items (net) growth of 2% also con-
tributed to OFCs NDA growth.

Net credit to financial corporations picked up by 6% to
$670 million from the 18% decline witnessed in the previ-
ous quarter. This was driven by an increase in net credit
to ODCs of 7% to $653 million despite the marginal fall in
net credit to CBSI by 1%. Driving the 1% decrease to $17
million in net credit to CBSI was the fall in holdings of
transferable deposits with CBSI. The 7% rise reflected an
increase in deposits of OFCs held with ODCs which was
primarily due to increase in transferable deposits, which
increased notably from $104 million to $188 million.

Private sector credit provided by the OFCs saw marginal
growth of 0.5% to $1,419 million this quarter compared to
9% in the previous quarter. This was driven by an increase
in; credit associated with securities to other non-financial
corporations which grew from $25 million to $46 million;
growth in trade credit accounts to other non-financial cor-
porations from $7 million to $11 million; and settlement

accounts to other non-financial corporations by 8% to $26
million. Meanwhile, the loans to other nonfinancial cor-
porations declined by 18% to $100 million at the end of
March 2015.

Monetary Policy

By the end of the first quarter of 2015, headline inflation
stood at negative 0.3%, down by 5.1 percentage points
from 4.8% in December 2014 and well below the CBSI
forecast range of 3% -5% in 2015. The fall was due to a sig-
nificant decrease in domestic inflation components such
as food, drinks and tobacco, transport and communica-
tion, combined with the continued deflation in imported
food. Further to that, the amount of excess liquidity in the
banking system still remained sluggish and does not pose
inflationary pressure despite a growth in private sector
credit this quarter.

Given the recent economic developments and the ex-
pectation that price pressures will be low in 2015, CBSI's
monetary policy stance will remain accommodative. The
indirect policy instrument, which is the issuance of the
CBSI Bokolo bills stood at $710 million as of March 2015.
Meanwhile, the direct monetary policy instrument which
is the cash reserve requirement remained unchanged at
7.5% of the commercial banks total deposits liabilities over
the period.

Further to that, gross foreign reserves reached an average
of 10.2 months of import cover in March 2015, well above
the three-months benchmark. This provides ample policy
space to tackle potential future inflationary pressures.
Since December 2014, the exchange rate policy has been
reviewed to allow the Solomon Islands dollar to move in
tandem with the basket of currencies within slightly wid-
er margins to lessen exchange rate misalignments.

The Central Bank continued to administer the govern-
ment treasury bills on behalf of the Government with a
volume still remaining at $40 million. The total amount
floated in March 2015 was $10 million, a $3 million up
from the previous quarter. The overall weighted average
yield (WAYs) for 56 days increased to 0.32% from 0.30%
in the previous quarter, while for 91 days, it remained un-
changed at 0.48% and for 182 days it declined from 1.24%
in the previous quarter to 1.13% this quarter.
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Chapter V. GOVERNMENT FINANCE

Overview

Following the national general election in November
2014, a coalition government called the Democratic Coali-
tion for Change (DCC) was formed in December. Despite
the forming of new government, the 2015 national budget
was not yet finalised until April, resulting in the formula-
tion of an interim budget. Given these developments, the
government ended the March quarter of 2015 with a fis-
cal surplus of $247 million, driven by quarter-on-quarter
fall in expenditure than the revenue, resulting from slow-
down in development expenditure prior to legalization of
the 2015 national budget. Meanwhile, the central govern-
ment debt still maintained the downward trend witnessed
since December 2013.

Revenue

Subsequent to the strong growth in the fourth quarter of
2014, total cash receipts from operating activities dropped
by 25% in the first quarter of 2015 to $738 million. This fig-
ure was 13% lower than the budget but 16% higher than
the same quarter of 2014. Compared to the previous quar-
ter, the fall in revenue reflected marked declines in tax
and nontax revenue which outweighed the rise in grants
from donors.

Tax Revenue

Tax revenue, which accounted for 85% of Government
revenue, fell by 28% in March of 2015 to $623 million. This
was 7% below the budget but 12% over the same quarter
of 2014. The lower quarter on quarter tax collection was
pronounced across all the revenue categories classified
under tax.

Goods and services tax which constitute 36% of tax rev-
enue declined by 34% to $224 million against the previous
quarter but fell short by 21% against the budget. Com-
pared to the previous quarter, the outcome was due to a
15% fall in general tax on goods and services collections to
$157 million owing to decreased earnings from goods and
sales tax. Similarly, tax on permission to use the goods
and services fell by $120 million to $30 million following
a drop in overseas fishing license fees. Excise tax, on the
other hand, inched up by 2% to $37 million.

Tax on income, profit and capital gains, fell by 13% to
$213 million this quarter despite registering a growth in
the previous quarter. The notable fall stemmed primar-
ily from a drop in tax payable by corporations and other
enterprises with company tax falling to $49 million from
$65 million, while contracting and subcontracting with-
holding tax fell by $8 million to $5 million and shipping/
aircraft withholding tax fell by $7 million to $5 million re-
spectively. Tax payable by individuals, however, edged
up by 5% to $98 million following a combined increase in
both the government and private sector Pay As You Earn
(PAYE) tax collections.

Tax on international trade and transactions, which was
equivalent to 28% of tax revenue, continued to decline by
13% this quarter to $176 million. Nonetheless, this was
still higher than the budget and first quarter of 2014 by
14% and 18% respectively. The negative growth against
the previous quarter was attributed to a 10% fall in duty
levied on export items, which was in turn driven by the
11% fall in log duty to $124 million. Tax on customs and
other imports was also down by 18% during the reviewed
quarter to $49 million on the back of a $4 million fall in
miscellaneous import duty collections.

Tax on property and “others”, which made up 2% of the
total tax revenue rose this quarter to $6 million from $5
million whilst “other” tax fell from $5 million to $4 mil-
lion.

Grants

Donor grants, which made up 12% of the total revenue,
rose by 6% in the three months to March to $85 million.
This amount fell short of the budget by 46% but was high-
er than the corresponding quarter a year ago by 40%. Aid
from foreign governments accounted for 52% of the total
inflows and the remaining 48% came from international
organizations. Categorising the grants by spending clas-
sification, $44 million came in as recurrent grants funded
mainly by the New Zealand government towards the
Ministry of Education and Human Resources Develop-
ment while $41 million as development grants financed
by World Health Organisation towards the Ministry of
Health and Medical Services.

Non Tax Revenue

Following a sharp growth registered in the previous quar-
ter, other revenue, which comprised mainly of non-tax
revenue, waned by 25% this quarter to $29 million, but
36% higher than budget and 70% more than the same
quarter of 2014. Lower collection in administrative fees re-
duced the returns from sales of goods and services by 24 %
to $17 million. Also contributing to the fall was transfers
not elsewhere classified which went down to $11 million
compared to $16 million the quarter before. In contrast,
fines, penalties and forfeitures inched up to $1 million
from $0.3 million in the last quarter.

Expenditure

Total Government expenditure fell by 38% to $491 million
in the first quarter of 2015 compared to $796 million re-
corded in the final quarter of 2014. This decline was antici-
pated given that all major development expenditure was
put on hold pending the approval of the national budget.
Meanwhile, recurrent expenditure also fell by 26% to $472
million driven by spending cuts in all expense categories.

Compensation of Employees
Despite recording an increase of $162 million on the bud-
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geted amount, compensation of employees was 6% less
than the previous quarter at $217 million. Underpinning
this decline was a 6% fall in wages and salaries payment
to $204 million, combined with a 3% reduction to $13 mil-
lion in government’s contribution towards the Solomon
Islands National Provident Fund (SINPF) on behalf of em-
ployees.

By payroll categories, wages and salaries which account-
ed for bulk of the total payroll at 67%, declined by 4% to
$144 million. Various allowances reduced by 31% to $38
million and SINPF contributions by 3% to $13 million. In
contrast, overtime, housing and special duty allowances
increased by 74% to $4 million, 61% to $8 million and 6%
to $9 million respectively relative to the previous quarter.

Purchases of Goods and Services

Consumption spending dropped by 51% to $160 million
against the prior quarter, but was still 17% higher than
the budget of $137 million. The significant decline against
the previous quarter reflected reductions in all purchase
of goods and services spending categories with notable
drops noted in local training costs which reduced to $52
million from $2 million, consultancy fees down to $2 mil-
lion from $24 million. In contrast, spending on overseas
training increased by $37 million to $47 million, house
rentals increased by $5 million to $14 million whilst main-
tenance of structures, airfields and wharfs increased from
$2 million to $8 million. Disbursements from MP’s dis-
cretionary fund also increased to $7 million from zero the
previous quarter.

Grants

Total transfers to other general government units in-
creased by 29% to $79 million against the prior quarter
but was 89% lower than the pro rata budget. The increase
against the previous quarter was driven primarily by a
30% increase to $79 million in recurrent grants to other
general government units. Of the recurrent grants, a to-
tal of $25 million in senior education grant accounted for
the bulk of the payment followed by basic education grant
which increased by 28% to $17 million. Health and fixed
services grants increased by $10 million each to $19 mil-
lion and $12 million respectively.

Social Benefits

Social benefit payments declined from $7 million in the
previous quarter to a little more than $2 million, but this
was still 10% higher when compared to the same quarter
a year prior. This fall against the previous quarter was un-
derpinned by reductions in long service benefit payments
and gratuities under agreement.

Other Payments

Other payments went up by 22% to $13 million against
the preceding quarter and down by 29% relative to the
corresponding quarter in the previous year. The increase
compared to the preceding quarter was observed in the

recurrent component of miscellaneous “other expenses”.
The increase in the current component was driven by a
$3 million rise to $8 million which related to transfers to
various Solomon Islands embassies abroad. Meanwhile,
the capital expenses component of miscellaneous “other
expenses” fell by 11% compared to the previous quarter.

Acquisition of Nonfinancial Assets (NFA)

NFA, which mainly comprised of development expen-
diture, fell by 88% to $18 million against the previous
quarter as anticipated given that most major develop-
ment expenses were withheld until the passage of the
national budget by the National Parliament. Of the total
$18 million recorded this quarter, expense on fixed assets
accounted for $15 million. This comprised $5 million in
buildings and structures, $7 million in machineries and
equipment and $3 million in other assets. The remaining
$3 million was spent on inventory items - mainly materi-
als and supplies.

Debt Stock & Servicing

Central government debt continued its downward trajec-
tory standing at $837 million in the March quarter of 2015.
This was 3% lower than the previous quarter and 11%
down from the corresponding quarter of 2014. This mir-
rored the government’s commitment in servicing its debt
obligations. In the March quarter, total debt servicing pay-
ment was around $16 million and was broadly in line with
the repayment schedule. Meanwhile, the debt position as
a percentage of NGDP fell from 12% in the previous quar-
ter to 11% this quarter.

External Public Debt Stock and Servicing

External public sector debt declined by 3% to $668 million
from the previous quarter and was 9% down on the same
quarter in 2014. The decline in the external debt stock re-
flected total principal repayments of $7 million and an
interest component of $1 million against their respective
repayment schedules of $7 million and $2 million. Mul-
tilateral creditor’s maintained the largest share at 85%
($566 million) of the external debt stock despite a fall by
3% from the December 2014. Bilateral creditors, which ac-
counted for the remaining 15% of the total external debt
stock, rose by 3% to $102 million.

Domestic Public Debt Stock and Servicing

Domestic public debt stock was down 3% this quarter to
$169 million and 15% lower than the same period a year
ago. This was on the back of principal repayments of $7
million and interest payments of $1 million broadly con-
sistent with their respective repayment schedules. Cat-
egorizing the domestic public debt stock by holders, cen-
tral bank made-up bulk of the domestic debt holding at
$69 million, other financial corporations with $41 million,
other holders at $34 million and other depository corpora-
tions with the remaining $25 million.
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Public Debt Stock and Debt-Service indicators of 2014 whilst debt-to-domestic revenue fell to 2% from
In terms of liquidity indicators, debt-to-export of goods 4% and debt service-to-GDP down to 0.2% from 0.4% in
and services declined to 2% from 3% in December quarter  the prior quarter.
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Table 1.14

Table 1.19

Table 1.20 - 1.22

Table 1.24

Table 1.26

Table 1.27

NOTES TO STATISTICAL TABLES

Balance of Payments & International Position Statistics Summary

The format of this table is broadly consistent with the International Monetary Fund (IMF) standard analytical
presentation. The major sources of data are the statistics Division of the Ministry of Finance, the commercial
banks, the government accounts and the diplomatic offices.

In BOP concept, the surplus/deficit position in the current and capital accounts should also reflect a surplus/
deficit in the financial account. Opposite positions between the current and capital accounts and the financial
account reflected imperfections in available data at that time of reporting.

Value of Imports by Import Category
The table is based on the Standard International Trade Classification (SITC) system.

Foreign Exchange Transactions (FET)

The quarterly and annual tables of foreign exchange transactions receipts and payments originate from
foreign currency flows through the banking system. The commercial banks report all daily foreign currency
transactions on tickets which are submitted to the International Department for collation and compilation.

Government Securities by holder and Instrument
The government’s Fiscal Operations for the first quarter of 2015 presented below was based on the 2001 IMF

Government Finance Statistics (GFS) Framework.

Government Revenues

Tax Revenue

This comprises tax revenues from the Inland Revenue Division (IRD) and Customs and Excise Division (CED)
and Non-Tax Revenue

Taxes on income, profits, and capital gains

This comprises company Tax, Government PAYE tax, Private Sector PAYE tax and Withholding tax
Taxes on property
Lease of property withholding tax

Taxes on goods & services

This includes sales tax and goods tax from both IRD and CED

Taxes on international trade & transactions

Total of both import duties and export duties from CED

Other Taxes

Stamp duties

Other Receipts

The total of Non-Tax revenue collected by various government ministries

Government Expenses

Compensation of employees

Total of payroll payments plus Employer National Provident Fund (NPF) 15% contributions
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Table 1.28

Table 1.29

Table 1.30

Table 1.32

Table 1.33

Table 1.34

Table 1.36

Interest Payments

This includes interest payments on both domestic and external loans but excludes the principal repayments
components

Social benefits

This includes gratuities under agreements, employee compensation claims and long term service benefits

Other Payments

This includes payment that are not classified above.

Government Expenditure on Nonfinancial Assets (NFAs)

Purchase and sale of all government assets such as residential and nonresidential builidings, land, machines,
furnitures and so forth

Honiara Retail Price Index

Measure consumer prices in Honiara only.

International Commodity Prices

All prices quoted are period averages. Prices quoted for fish are average prices for Yellow fin and Skipjack
frozen tuna from INFOFISH Trade News bulleting published by the Food and Agriculture Organization (FAO).
Price quoted for logs are from the Malaysia market.

Production by Major Commodity

Value of major commodities classified based on the Standard International Trade Classification (SITC) system.

Number, Value of Building Permits Issued, Honiara

The data over permits issued by the Honiara Town Council for construction of buildings in Honiara only.

Total Visitor Arrivals

Visitors include tourist, business clients and others.

Selected Economic Indicators

This table brings together some of the key data reported in various tables in the Review. See notes to relevant
table (s).
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