MINUTES OF THE FOURTH MEETING OF MONETARY POLICY COMMITTEE HELD ON 10th NOVEMBER, 2000 

1.0 INTRODUCTION 

The fourth meeting of the MPC was held on 10 November 2000 at the Reserve Bank of Malawi (RBM). In attendance were, from the RBM, the Governor who is the Chairman of the Committee - Dr. E E Ngalande; the General Manager, Economic Services - Mr. C S R Chuka; the Director, Research and Statistics - Mr. P W Mamba; the Director, Financial Market Operations - Mr. N D W Nyirongo; the Director, International Operations - Mr. G P Kabango; the Director, Bank Supervison - Mr. W R Milonde; the Director, Special Duties - Dr. W T Banda and the Director, Internal Finance - Mr. T S Chinkhwangwa. From the Government, the Principal Secretary, National Economic Council - Dr. H L Ng’ombe and Principal Secretary for Economic Affairs in the Ministry of Finance and Economic Planning- Dr. Maxwell M Mkwezalamba. Apologies were received from the General Manager, Operations - Mr. E J Kambalame and the Secretary to the Treasury - Mr. R P Dzanjalimodzi. 

2.0 PURPOSE OF THE MEETING 

The meeting was convened to review macroeconomic developments up to end September 2000 and to decide on monetary policy stance. 

3.0 PROCEEDINGS OF THE MEETING 

Monetary Developments During the Month of SEPTEMBER, 2000.
3.1 The Director of Research and Statistics presented monetary developments during September, 2000 as follows:

· Monetary developments were still expansionary as broad money (M2) grew annually by 37.5 percent, against a target of 29.2 percent for the month. Both net foreign assets and net domestic credit contributed to this development. 

· Net foreign assets (NFA) rose annually by 33.6 percent from 9.0 percent in August owing to the accumulation of deposits in foreign currency accounts (FCDAs) which recorded an annual growth of 128.4 percent from 34.1 percent in August. The rapid growth in FCDA balances was largely on account of currency depreciation as NFA declined by 21.5 percent in terms of the United States dollar. 

· The country’s total international reserves at K19, 120.6 million, were equivalent to 4.1 months of imports against a target of 4.5 months for the year. 

· Total net domestic credit from the banking system increased annually by K2, 447.9 million or 77.9 percent to K6, 617.7 million compared to an increase of 51.1 percent in August. Government borrowing increased by K1, 248.9 million over the same period. 

· Credit to the private sector and parastatal institutions went up by K1,297.3 million and K350.6 million, respectively.


3.2 The Committee therefore noted that all the major monetary aggregates, except credit to statutory bodies, had under-performed with respect to September targets. 

Developments in the Monetary Authorities Accounts During October, 2000. 

3.3 Developments in monetary authorities accounts as at end October, 2000 were presented as follows:

· Reserve money rose by K375.6 million to K7, 511.9 million due to an increase in net domestic credit to government whereas net foreign assets decreased. Reserve money therefore missed the December target by K515.9 million. 

· Net domestic credit to government rose by K668.8 million and stood at K877.1 million, thereby missing the December target by K1, 442.1 million. This arose from a depletion of government deposits in order to meet debt service payments which amounted to K475.1 million. 

· · Net foreign assets at K9, 360.6 million however recorded a decline of K505.3 million. 


3.4 Commenting on the monetary developments, the Committee observed that the growth in money supply needed to be reversed. They noted that the Reserve Bank’s open market operations had not been as effective as was anticipated. 

3.5 The Committee further noted that liquidity had also been injected into the economy through the redemption of the monetary policy treasury bills. 

3.6 The Committee therefore observed that reserve money being the anchor of monetary policy had been undermined by the above developments. 

4.0 RESOLUTIONS
As a result of the above monetary developments, the Committee resolved to: 

· Intensify open market operations to mop up as much liquidity as possible so as to meet the reserve money target. 
· Determine the Bank rate in relation to the 271-day Treasury Bill yield in order to strengthen monetary policy. 

5.0 DATE OF NEXT MEETING 
There being no further business to discuss, the meeting was adjourned at 20:25 hours and was scheduled to reconvene on Friday, 8 December, 2000 at 09.00 hours. 

