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KEY ECONOMIC INDICATORS    
    
DEMOGRAPHY 2003 2004 2005
Population(in millions) 1.36 1.4 1.44
Population Density(person per sq km) 127 131 130
Population Growth Rate 2.8 2.8 2.8
    
OUTPUT    
GDP at Current Market Prices (D'millions) 10005.9 12394.3 13174.0
Per Capita GDP at Market prices 7357 8853 9148
GDP at Constant Market Prices (D'millions) 720.3 767.3 820.3
Agriculture 208.6 230 247.01
Industry 81.9 84.5 88.48
Services 429.8 453.2 484.8
    
END-PERIOD INFLATION RATE    
January  11.5 18.1 6.9
February 13.3 17.7 5.7
March 14.7 17.1 4.9
April  17.1 15.8 4
May 17.7 15.8 3.4
June 19 15.8 2.3
July 20.2 15.7 1.4
August 21.1 14.7 2
September 18 12.3 2.1
October 17.2 11.4 2
November 16.9 9.8 2
December  17.6 8 1.8
    
Annual average 17 14.3 3.2
    
CHANGES IN MONETARY AGGREGATES(%)    
MONETARY SURVEY 2003 2004 2005
Money Supply 43.4 18.3 13.5
Narrow Money 63.5 8.2 6.8
Quasi Money 19 35.1 21.5
    
Net Foreign Assets 64.2 70.0 -0.66
Net Domestic Assets 31.9 -17.6 32.8
    
Domestic Credit 39.2 -22.6 22.3
Government Net 36.2 -32.5 33.6
Public Sector 358.9 -34.8 16.2
Private Sector 25.4 -22.3 16.2
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Central Bank of The Gambia    
NFA 865.6 1768.7 3112.7
NDA 990.3 292.0 2969.0
    
Reserve Money 62.0 11.0 11.9
    
Money Multipliuer 2.47 2.6 2.7
Velocity 2.2 2.3 2.1
    
INTEREST RATES 2003 2004 2005
COMMERCIAL BANKS LENDING RATES    
Agriculture 21.0-36.5 21.0-36.5 21.0-30.0
Manufacturing 21.0-36.5 21.0-36.5 21.0-30.0
Building 21.0-36.5 21.0-36.5 21.0-30.0
Trading 21.0-36.5 21.0-36.5 21.0-30.0
Tourism 21.0-36.5 21.0-36.5 21.0-30.0
Other 21.0-36.5 21.0-36.5 21.0-30.0
  
Deposit Rates  
  
Savings Bank Account 8.0-17.0 10.0-17.0 7.0-17.0
  
Time Deposits  
Three Months 7.0-22.0 8.0-22.0 5.0-14.0
Six Months 8.0-22.0 8.0-22.0 7.0-15.0
Nine  Months 8.0-22.0 8.0-22.0 7.0-14.0
12  Months and above 10.-22.0 12.0-23.0 7.0-17.0
    
Government    
Treasury Bills 31.0 30.0 16.0
Discount Notes 25.5 25.5 25.5
Govt. Development Loans    
20005(H)  15.5 15.5
2005(I)  20.0 20.0
    
Central Bank    
Bank Rate  28.0 19.0
Rediscount Rate  33.0 30.0
 
 2003 2004 2005
NOMINAL GDP 10005.9 12394.3 13174
GOVERNMENT FINANCE (Percent of GDP)    
Domestic Revenue 15.7 20.2 18.6
Tax Revenue 13.8 18.1 17.1
Direct Tax 4.4 4.9 5.2
Indirect Tax 9.4 13.2 12.0
Domestic  2.1 2.4 2.8
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International Trade 7.3 10.9 9.2
Non-tax Revenue 1.9 2.0 2.6
    
EXPENDITURE AND NET LENDING 2336.5 3760.8 3721.3
Current Expenditure 1701.3 2159.0 2419.9
Capital Expenditure 657.8 1625.3 1196.3
Net Lending -22.6 -23.5 -30.4
    
Budget Deficit, Excluding Grants    
Without HIPC Assistant -681 -1080.6 -667.1
with HIPC Assistant -763.5 -1262.2  
Budget Deficit, including Grants -490.1 -702.8 -749.6
    
Deficit Financing 381.3 748  
Foreign 60.8 690 457.5
Domestic 320.5 57.7 473.3
    
Government Debt 17800 19461.6  
Foreign 15700.0 16329.2  
Domestic 2100.0 3132.4 4387.6
    
EXTERNAL FINANCE ( in millions) 2003 2004 2005
    
TRADE BALANCE -1131.8 -2370.2 -2784.7
Imports -3999.8 -6185.5 6347.0
Exports 2868 3815.3 3562.3
    
SERVICES -337 -920.5 1009.5
Factor Service Balance -541.9 -1167.8 -448.2
Non-factor Service Balance 204.9 247.3 558.1
    
PRIVATE TRANSFER 105.8 117.5 117.3
    
CURRENT ACCOUNT    
Excluding official transfers -1363.1 -2603.2 -2557.6
including official transfers -510.2 -1414.5 -1724.4
    
CAPITAL ACCOUNT 190.5 2042.5 2045.3
Official Loans(net) 458.1 746.4 489.2
Private Capital (net) -267.6 1296.1 1556.1
    
Overall Balance -139.4 -988.3 320.9
Financing/change in official Reserves 139.4 -652 -277.2
Repurchase/Repayments 0 -336.3 -43.8
Purchases/Loans 0 0 0
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PART I: DEVELOPMENTS IN THE DOMESTIC ECONOMY 
 
AN OVERVIEW 
Growth in GDP (at constant market prices) was estimate at 6.9 per cent compared to 6.6 per 
cent in 2004.  This robust growth performance is reflective of the achievements in all major 
sectors of the economy over the year.  
 
Agriculture continues to be an important pillar of the Gambian economy with its contribution to 
GDP estimated at over 30.0 per cent in 2005. Agricultural value-added registered an increase of 
7.4 per cent but was lower than the robust 10.3 per cent growth in 2004.  
 
The production of groundnut (the main cash crop) increased markedly by18.0 per cent although 
much lower than the 29.6 per cent output growth in 2004.  Production of other crops, including 
rice, maize, millet and sorghum rose by 5.0 per cent.  Livestock production and fisheries 
continue to contribute significantly to household income, food security and employment. 
Livestock population was estimated at 39.7 million compared to a population of 38.6 million in 
2004.  
 
Industrial growth in 2005 was estimated at 4.9 per cent relative to 3.0 per cent growth in 2004. 
The performance of the industrial sector is mainly attributable to the strong growth in all its 
major sub-sectors including mining, building and construction, manufacturing and, to some 
extent, production of water and electricity. 
 
The service sector, which remains the dominant sector of the economy, grew by 7.0 per cent in 
2005, slightly higher than the output growth of 5.5 per cent in 2004.  The robust output growth of 
31.0 per cent of hotels and restaurants largely explains the higher growth rate of the sector over 
last year.  
 
Tourism is an increasingly important sector of the Gambian economy as a major foreign 
exchange earner and the proportion of the population it employs.  In 2005, air chartered tourist 
totalled 181,704, more than double the preceding year’s total of 90,095 arrivals. 
 
1.0 GROSS DOMESTIC PRODUCT (GDP) 
 
The growth rate of GDP at constant (1976/77) market prices was 6.9 per cent compared to 6.6 
per cent in 2004.  This robust growth is primarily due to increase in value-added of all the major 
sectors of the economy.   
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Figure 1: Sectoral Contribution to GDP at Factor Cost (in D’millions) 

 
 
(a) Agricultural Sector 

 
Agriculture remains to be the mainstay of the Gambian economy based on its contribution to 
GDP.  It is estimated that agriculture accounts for over 30.0 per cent of GDP and employs over 
70.0 per cent of the entire work force of the economy. 
 
Agricultural industry is estimated to have grown by 7.4 per cent in 2005 relative to the preceding 
year.  This growth rate, although positive, is lower than the robust 10.3 per cent output growth 
rate in 2004.  This is largely explained by the drop in growth rate of groundnut production from 
29.6 per cent in 2004 to 18.0 per cent in 2005.  
 
The groundnut sub-sector continues to encounter multitude of constraints, including inconsistent 
weather conditions and poor marketing arrangements. Thus, production was well below 
potential. Groundnut production, the basic provider of rural household income, was estimated at 
140,660.2 tonnes in 2005 compared to 135,697.0 in 2004.  Its value-added was estimated at 
18.0 per cent, slightly lower than budget projection of 18.3 per cent. 
 
Output of other crops including rice, millet and sorghum grew by 5.0 per cent, albeit lower than 
the growth rate of 7.5 per cent in 2004.  The livestock and forestry industries both registered a 
substantial increase in value-added of 3.01 per cent and 3.06 per cent respectively, marginally 
over the 3.0 per cent projection for both sub-sectors.  
 
The fishing industry recorded 10.0 per cent of value-added. The Sustainable Fisheries 
Livelihood Programme (SFLP) being implemented in West Africa, including the Gambia is 
expected to improve the livelihoods of artisanal fishing communities through the development of 
social and human capital participatory management of natural capital and the development of 
appropriate fisheries policy and institutional environment. This programme is funded by the 
Government of Great Britain and Northern Ireland to the tune of US$43 million. 
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Figure 2: Value-added of Agricultural Sector 

 
 
(b) Industrial Sector 
The valued-added of the industrial sector grew by 4.8 per cent in 2005, more than the 3.1 per 
cent growth in 2004.  Value-added of all its sub-sectors increased.  
 
The manufacturing sub-sector grew marginally by 4.9 per cent in 2005, lower than the 5.7 per 
cent output growth in 2004.  The weak performance could be attributable to the inefficient 
energy sub-sector and the small size of the domestic market.  
 
The value-added of building and construction continues to grow at a steady pace due to the 
high demand for residential and non-residential buildings and the expanding public projects.  
The sub-sector registered a real growth rate of 5.0 per cent in 2005 compared to the output 
growth rate of 3.7 per cent in 2004.   
 
Figure 3: Value-added of Industrial Sector 
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The mining and quarrying industry grew at a strong pace by 9.6 per cent in 2005 relative 9.0 per 
cent growth in 2004.  The marked growth of this sub-sector is mainly explained by the 
expanding construction industry due to high demand for residential buildings created by the 
growing population.  
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The water and energy sub-sector grew only marginally by 0.9 per cent. However, the sub-sector 
is expected to pick up with the Government now embarking on the rural electrification project, 
the acquisition of new generators for Brikama power supply system and peri-urban water project 
in Brufut. 
 
( c)  Service Sector 
 
The services sector recorded real output growth of 7.0 per cent in 2005, following the 5.5 
percent expansion in 2004.  The spectacular performance of the hotels and restaurants sub-
sector largely explains the growth in this sector.  The value-added of the sub-sector increased 
by a substantial 31.0 per cent, exactly equal to the budget projection.  This is attributable to the 
boost in the number of tourist arrivals. 
 
Transport and communication industries continue to grow steadily over the years, particularly 
the telecommunication industry. The communication sub-sector is expected to grow at a 
stronger pace with the increased network capacity and clientele base of GAMTEL and the GSM 
service providers. 
 
The distributive trade sub-sector grew markedly by 7.0 per cent in 2005 but lower than the 
output growth rate in 2004.  This was as a result of sluggish growth of value added of groundnut 
trade due to poor marketing arrangements.  The value-added of groundnut trade dropped from 
20.1 per cent in 2004 to a staggering 9.0 per cent.  Other trades registered 6.7 per cent in 2005 
output growth compared to 8.0 per cent in 2004. 
 
Real estate, Government and other services grew by 4.9 per cent, 1.5 per cent and 2.8 per cent 
compared to 5.0 per cent, 2.0 per cent and 2.8 per cent respectively. 
 
Figure 4: Value-added of Services Sector 
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2.0    Agricultural Production 
An overall picture of the Gambian economy shows that it is predominantly agricultural. This is 
particularly true if the significance of a sector is based upon its contribution to the GDP; export 
earnings and the proportion of the population employed in or dependant on it for their livelihood. 
Agriculture contributes 30.1 per cent to the GDP and employs over 70.0 per cent of the entire 
work force. 
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The performance of this sector in the 2005 crop season was not quite impressive. Groundnut, 
the main cash crop, recorded an increase in output while production of food crops (cereals) 
declined markedly. 
 
(a)   Groundnut Production 
 
Groundnut production increased both in terms of yield and area cultivated. Total output of 
groundnut increased to 140,660 metric tonnes or 3.7 per cent while average output (kg/ha) 
increased significantly by 35.5 per cent. The increase in yield could be attributed to the 
favourable whether conditions, quality seed nuts and the increase in total area cultivated.  The 
total area planted rose from 116,627 hectares in 2004 to 137,275 hectares or 15.0 per cent. 
 
Figure 5:  Groundnut Production 

 
 
(b) Cereal Production 
 
The aggregate output of all cereal crops, which includes sorghum, maize, millet and rice 
decreased to 199,697.7 metric tones or 6.1 per cent over the previous year.  The output of all 
individual food crops dropped. 
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Figure 6:  Output of Principal Food Crops   
 

 
 
(i) Coarse Grains 
 
Coarse grains, comprising millet, sorghum and maize contracted to 181,557.4 metric tonnes or 
5.0 per cent despite the surge in area cultivated.  The total area cultivated rose from 173,404.9 
hectares in 2004 to 177,848.8 hectares in 2005 or 20.2 per cent. 
 
The production of early millet fell to109, 124.9 metric tonnes or 6.3 per cent over the previous 
year while the average output (kg/ha) dropped by 8.0 per cent.  However, the area cultivated 
increased to 109,875.7 hectares or 1.5 per cent. 
 
The output of sorghum declined to 28, 463.4 metric tones underpinned by significant decrease 
in land area cultivated, 22,949.7 hectares or 13.5 per cent.  Consequently, the yield per hectare 
of the crop decreased by 10.26 per cent.  
 
Maize production followed the same trend as other food crops. The total output of maize 
decreased to 27,703.0 metric tonnes or 5.4 per cent while the total planted area increased to 
27,576.7 hectares or 12.2 per cent.  The yield per hectare declined markedly by 20.1 per cent.   
 
(ii) Rice Production   
 
The production of rice, the staple food in The Gambia, totalled 18,140.4 metric tonnes in 2005 
compared to 21,104.0 metric tonnes, a drop of 16.3 percent.  However, the total area cultivated 
increased to 17,813.0 hectares, or 6.8 per cent in 2005. 
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Figure 7:  Rice Production  
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Upland rice cultivation increased from 9,343.0 hectares in 2004 to 11,471.75 hectares while 
output decreased substantially to 998.0 metric tonnes, or 32.6 per cent.  Similarly, production of 
swamp rice decreased significantly to 6,689.32 metric tonnes in 2005 from 8,734.0 metric 
tonnes in 2004, a drop of 30.6 per cent.  The total area cultivated also dropped to 6,341.3 
hectares or 14.6 per cent. 
 
(c) Livestock 
 
The livestock sector forms 16.0 per cent of agricultural contribution to GDP and 
continues to substantially contribute to household incomes, food security, and 
employment especially in rural Gambia. The livestock population was estimated at 1.6 
million in 2005, compared to 1.9 million in 2004. The data shows a drop across all 
species of livestock but more severe in the duck, turkey, pig and cattle populations. The 
duck population dropped from 37,670 in 2004 to 8,745 in 2005. Similarly, the turkey 
population fell from 1,595 in 2004 to 513 in 2005. These represent percentage decrease 
of 76.8 percent and 67.8 percent respectively. Likewise, the population of pig and cattle 
declined from 24,694 and 425,029 in 2004 to 14,032 and 276,764 respectively in 2005.  
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To further develop the sector, Government is committed to improving the traditional 
systems of production as well as increasing access to livestock services. The 
Department of Livestock (DLS), in collaboration with its partners, is promoting breed 
improvement programmes in a bid to enhance the genetic potential of indigenous 
livestock. These include the distribution of cockerels, poultry, broilers and layers. Two 
cattle superior breeding programmes and a three-tier small ruminant breeding 
programme have been established and superior breeds were distributed to small 
farmers.  
 
Figure 9: Agricultural Output shares 
 

A g r ic u l t u r a l  O u t p u t  S h a r e s

G r o u n d n u t s
2 1 %

O t h e r  C r o p s
5 4 %

F o r e s t r y
2 %

L iv e s t o c k
1 6 %

F is h in g
7 %

 
 
 
 



 19

(d) Fisheries Sector 
 
The Gambia is endowed with abundant marine riverine resources. According to recent 
surveys conducted by the Fisheries Department, the maximum sustainable yield (MSY) 
for pelagic fish resources is between 65,000 and 75,000 metric tonnes and demersal 
fish resources between 15,000 and 17,500 metric tonnes.  
 
Fish output continues to decline for the past two years. It declined from 45,370 metric 
tones in 2003 to 37,692 metric tonnes in 2004 and then further down to 34,794 metric 
tonnes in 2005. These represent year-on-year drops of 16.9 percent and 7.7 
respectively. The decline in total output in 2005 was due to the huge decline in catches 
made by the industrial sub-sector which experienced a drop from 8,375 metric tonnes in 
2004 to 4,625 metric tonnes in 2005. The Artisanal sub-sector has slightly improved on 
its output at 30,169 metric tonnes from 29,317 metric tonnes in 2004, representing a 2.9 
percent rise. 
 
The artisanal sub-sector is primarily engaged in relatively extensive low-input fishing 
related practices. Industrial fishing, on the other hand, is relatively limited. Only 20 
companies were registered in 2005, but only 8 invested in on-shore processing factories 
and 6 have so far been certified to export products into European Union Countries. 
 
Figure 10:  Fish Production  
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Faster development of the fisheries sector is hindered by myriad factors, including the 
absence of a fisheries port to boost the industry, inadequate storage facilities, illegal 
fishing, poor marketing infrastructure and inadequate and high cost of electricity.  
 
To exploit the full potential of the sector, the rehabilitation and construction of fisheries 
infrastructure through the Gambia Artisanal Fisheries Development Project was 
intensified in 2004. The on-going FAO funded Sustainable Fisheries Livelihood Project 
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also provides support particularly with respect to developing and improving policies and 
institutions for improved livelihoods and food security. To develop the capacities of post-
harvest stakeholders as well as strengthen institutional linkages to promote responsible 
use of fish resources, Government in collaboration with development partners such as 
Arab Bank for Economic Development in Africa (BADEA) is working on providing 
technical assistance and equipment for fish hygiene and fish quality control. 
 
 
3.0 TOURISM 
 
(3.1) Developments in the Tourism Industry 
 
Tourism is of crucial importance to The Gambia’s quest for sustained economic growth 
and poverty reduction through job creation. 
 
Data from the Gambia Tourism Authority (GTA) indicate that air chartered tourist 
arrivals in the year ending December 2005 totalled 110,815, an increase of 23.0 percent 
from last year.  Tourist arrivals in January 2005 totalled 14,474, 12.7 percent above the 
figure recorded in January 2004.  Britain, the largest source market accounted for more 
than 50.0 percent of total arrivals followed by the Netherlands, Germany and Sweden. 
 
 
Figure 11:  Air Chartered Tourist Arrivals 
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As reflected in the balance of payments, average out-of-pocket expenditure (excluding 
hotel accommodation, breakfast and meals) is projected at D500.00 a day, the same as 
in the previous year.  The average length of stay also remains unchanged at 13 days.  
Total out-of-pocket expenditure is estimated at D720.30 million compared to D585.6 
million in the previous year.  Income from hotel beds totalled D860.7 million compared 
to D768.3 million in 2004.  Income from arrival fees is also estimated at D27.6 million, 
up from D24.6 million in the previous year.  As a result, travel income is estimated at 
D1.6 billion in 2005 from D1.4 billion in 2004 reflecting increased number of tourist 
arrival. 
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Table 1: 
Total income from Air Chartered Tourists 2003 2004 2005
Number of Air-Chartered Visitors 89,116 90,098 110,815
Average out of pocket expenditure (GMD) 500 500 500
Average length of stay 13 13 13
Hotel rate per night (GBP) 12 12 12
Departure fees(GMD) 170 170 170
Tourists Arrival Tax(GBP) 5 5 5
Average Exchange rate (GMD/GBP) 51.9 54.66 49.78
Income from Hotel Beds (D' 000s) 721,519 768,262 860,554
Total out of pocket expenditures(D' 000s) 579,254 585,637 720,298
Income from Arrival fees(D' 000s) 23,126 24,624 27,582
Income from Departure fees(D' 000s) 15,150 15,317 18,839
Total income from Air-Chartered Tourists(D' 000s) 1,339,048 1,393,839 1,627,272

 
 
4.0 INFLATION  
 
(4.1) Consumer Price Index (CPI) 
 
End-period inflation, measured by the consumer price index of low income population of Banjul 
and Kombo St Mary area, declined from 8.0 per cent in December 2004 to 1.8 per cent at end-
December 2005.  Average inflation rate (12 month moving average) was 3.2 per cent compared 
to 14.2 per cent a year earlier. 
 
(4.2) Food Inflation 
 
Food consumer price inflation declined to 0.9 per cent compared to 9.9 per cent in December 
2004. Prices of all food sub-groups declined.  ‘‘Cereals and cereal products’’, ‘‘ roots, pulses, 
nuts and seeds’’, ‘‘ vegetables and fruits’’,  ‘‘meat, poultry, eggs and fish’’, ‘‘milk and milk 
products’’ and other foods   consumer price inflation decelerated to 0.8 per cent, 0.6 per cent, 
1.3 per cent, 1.1 per cent, 1.1 per cent and 0.6 per cent compared to 17.8 per cent, 6.1 per cent, 
3.1 per cent, 7.1 per cent, 9.3 per cent and 14.3 per cent respectively in the previous year.    
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Figure 12: Food Inflation December 04– December 05 
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(4.3) Non-Food Inflation  
 
Non-food consumer price inflation also decelerated  to 3.8 per cent compared to 3.9 per cent at 
end-December 2004 as a result of the significant decline in the prices of ‘‘ housing’’, and ‘’fuel 
and light’’, to 0.5 per cent, and  4.6 per cent compared to 3.4 per cent and 9.1 per cent 
respectively in the preceding year.  On the other hand, the consumer price inflation of  ‘‘ 
clothing, textiles and footwear’’ and ‘‘miscellaneous items’’  rose to 2.9 per cent and 5.0 per cent 
from 1.5 per cent and 2.4 per cent  respectively in December 2004.   
 
Figure 13: Non-Food Inflation December 04-December 05 
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Figure 14: Consumer Price Inflation December 04- December 05 
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(4.4) Core Measures of Inflation 
 
The measures of core inflation attempt to strip out the effects of temporary disturbances (noise) 
from the headline inflation in order to uncover underlying inflation. 
  
The so-called noise in headline inflation is stripped out by excluding prices of energy and utilities 
(fuel, light and transportation) and volatile food items. 
 
The first measure of core inflation (Core 1), which excludes energy prices (fuel, light and 
transportation) declined from 6.8 per cent in December 2004 to 0.7 per cent in December 2005. 
 
Table 2: Core 1:  (excluding energy and transportation) 
 

 Dec-o4 Jan-
05 

Feb-
05 

Mar-
05 

Apir-
05 

May-
05 

Jun-
05 

Jul-05 Aug-
05 

Sep-
O5 

Oct-
O5 

Nov-
05 

Dec-
05 

Estimated core CPI 2261 2263 2264 2265 2266 2267 2268 2270 2273 2296 2271 2300 2300 
yr.-on yr.-inflation rat  6.8         5.8        4.6        4.2          3.7          2.8         1.8      1.9         1.7      1.2       0.9  1.9 0.7 

 

Figure 15:  Core 1 Implied year-on-year inflation 
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Core 2 which strips out prices of energy and utilities and volatile food items (‘‘meat, poultry, 
eggs and fish’’, ‘‘tobacco and tobacco products’’, ‘‘cereals and cereal products’’, and ‘‘processed 
foods’’) also decelerated from 2.1 per cent in December 2004 to 1.6 per cent in December 2005. 
 
Table 3:  Core 2: (excluding prices of energy and volatile food items) 
 

 Dec-
o4 

Jan-
05 

Feb-
05 

Mar-
05 

Apr-
05 

may-
05 

June-
05 

Jul-05 Aug-
O5 

Sep-
O5 

Oct-
O5 

Nov-
05 

Dec-
05 

Estimated core 
CPI 

1095 1096 1096 1097 1097 1097 1098 1098 1099 1111 1099 1112.
5 

1112.
4 

 yr-on-yr inflation 2.1 1.7 0.9 2.7 2.4 2.1 1.3 0.7 0.7 1.7 0.5 1.8 1.6 
 

Figure 16:  Core 2: Implied year-on-year inflation 
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5.0 MONETARY POLICY AND OPERATIONS 
 
(5.1) Monetary Policy 
 
The objective of the Bank’s monetary policy is to attain low and non-volatile inflation, exchange 
rate stability and to support Government’s economic policy.   In pursuing the objective of price 
stability, the Bank has been following a money targeting regime, with broad money as the 
intermediate target and reserve money as the operating target.  
 
In July 2004, a Monetary Policy Committee (MPC) was formed.  The MPC is chaired by the 
Governor and includes the General Manager, Heads of Banking and Financial Supervision, 
Economic Research and Banking Services Departments, and two representatives of the 
Department of State for Finance and Economic Affairs (DOSFEA).  The MPC deliberates to 
consider the monetary policy stance and signals its intentions by announcing the level of the 
rediscount rate, the policy rate.  The key macroeconomic targets are to reduce inflation to 4.5 
per cent, achieve real GDP growth rate of 5.0 per cent and build-up gross official reserves to 4.7 
months of import cover. 
 
The Monetary Policy Committee being successful in reducing inflation to low single digit level 
(that is from 11.4 per cent in September 2004 to 1.8 per cent in December 2005) and 
maintaining the stability of the exchange rate, gradually lowered the rediscount rate from 29.0 
per cent in  February 2005 to 19.0 per cent in December 2005.  
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(5.2) Monetary Policy Instruments 
 
The Central Bank uses the following instruments in the conduct of monetary policy, open market 
operations, interest rates, reserves requirements and discount and rediscount windows. 
 
(5.2.1) Open Market Operations 
 
Open market operations continued to be the primary instrument of monetary policy, with the 
Treasury bill rediscount rate serving as the key signaling mechanism.  The objectives of open 
market operations are to mop up excess liquidity achieve positive real interest rates and 
contribute to price stability. 
 
(5.2.2) Treasury Bills 
 
Gambia Government Treasury bills were primarily used to conduct open market operations. 
With a view to significantly reduce inflationary pressures, open market operations were 
intensified causing outstanding stock of Treasury Bills to increase to D3.8 billion in 2005, or 26.2 
per cent from 2004. 
 
(5.2.3) Foreign Exchange Intervention 
 
Central Bank intervenes in the Foreign Exchange Market (that is, the buying and selling of 
foreign exchange) for the following reasons: to defend the exchange rate; to achieve the desired 
level of international reserves to anchor the domestic currency; to pay for imports and to meet 
debt service obligations.  In 2005, the Bank purchased foreign exchange amounting to D924.87 
million.  
 
(5.2.4) Interest Rates  
 
Following the advent of the MPC, the Bank shifted to using the rediscount rate of Treasury bills 
as the policy rate instead of the Treasury bills discount rate.  This move was informed by the 
realization that the rediscount rate provides a better signaling mechanism about policy stance. 
 
The rediscount rate was 29.0 per cent at the beginning of 2005.  The rate fell by 4.0 percentage 
points to 25.0 per cent in July 2005.  It closed the year at 19.0 per cent, reflecting deceleration 
in inflationary pressures. 
 
(5.2.5) Reserve Requirements 
 
Commercial Banks are legally required to maintain reserve deposits with the Central Bank.  The 
commercial banks hold the required reserves on a bi-weekly basis but are allowed to go below 
the required ratio at times, provided that on average the ratio is maintained.  Balances held to 
fulfil the reserve requirement are not compensated and banks that fail to honour the requirement 
incur a penalty on the shortfall equivalent to 3.0 percentage points above the policy rate on a 
daily basis. The reserve requirement was maintained at 18.0 per cent of deposit liabilities 
throughout 2005 reflecting the tight policy stance of the Central Bank. 
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(5.2.6) Rediscount and Discount Window 
 
The Central Bank rediscounts Treasury bills in the rediscount window at a penalty equivalent to 
the policy rate.  Also, banks in need of short-term liquidity may borrow from the Central Bank 
discount window at the market rate.   
 
(5.3) Monetary Developments 
 
Monetary policy in 2005 followed a prudent course to ensure sustained deceleration in 
inflationary pressures, entrench exchange rate stability and support Government’s economic 
policy as enshrined in the 2005 budget.  The key macroeconomic targets were to reduce 
inflation to 4.0 per cent, achieve real GDP growth rate of 5.0 per cent and build-up gross official 
reserves to at least 4.7 months of import cover. 
 
To achieve the inflation target, reserve money and money supply were projected to grow by 
14.7 per cent and 9.4 per cent respectively assuming stable velocity and the money multiplier 
(mm) of 2.2 and 2.5 respectively.  
 
(5.3.1) Money Supply Growth  
 
Money supply grew by 13.1 per cent compared to 18.3 per cent a year earlier.  However, the 
growth rate of money supply was higher than the end-December 2005 programmed target of 9.4 
percent.  Both components of money supply increased, with quasi money growing at a faster 
pace. 
 
Narrow money (M1), comprising currency outside banks and demand deposits, increased to 
D3.3 billion, or 6.9 per cent from the pervious year. Currency outside banks and demand 
deposits rose by 0.6 per cent and 12.1 per cent respectively.  The ratio of narrow money (M1) to 
broad money (M2), however, declined from 57.2 per cent at end-December 2004 to 54.0 per 
cent in December 2005.  
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Figure 17:  Money Supply (In D’million) 
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Quasi-money (time and savings deposits) rose to D2.8 billion, or 21.5 per cent over the previous 
year.  Savings and time deposits increased by 9.5 per cent and 61.4 per cent respectively. 
Correspondingly, the share of quasi-money to broad money rose from 42.8 per cent at end-
December 2004 to 46.0 percent in December 2005.  
 
(5.3.2)  Factors Affecting Money Supply 
 
(i) Net Foreign Assets (NFA) 
 
The net foreign assets (NFA) of the banking system declined slightly to D3.2 billion, or 0.7 per 
cent from the preceding year.  This was mainly on account of a decline in the NFA of the deposit 
money banks by 25.1 per cent to D1.1 billion. Although their foreign liabilities fell by 53.4 per 
cent, this was offset by 26.6 per cent decrease in their foreign assets. 
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Table 4: Monetary Survey in (D’millions) 
 Dec-04      % ∆ Dec-05       % ∆ 
Net Foreign Assets 3195.41 70.0 3174.28 -0.7 
Monetary Authorities 1768.69 104.3 2105.93 19.1 
    Foreign assets 2497.06 29.1 2745.34 9.9 
    Foreign liabilities 728.37 -31.9 639.41 12.2 
Commercial banks 1426.72 40.7 1068.36 -25.1 
     
Net Domestic Assets 2236.55 -17.6 2970.91 32.8 
    Domestic Credit 2869.53 -22.6 3510.39 22.33 
        Claims on Government, net 1008.77 -32.5 1348.35 33.7 
         Claims on Public Entities 223.37 -34.8 259.76 16.3 
         Claims on Private Sector 1637.39 -12.5 1902.28 16.2 
Other items, net -632.98 163.6 -539.48 16.2 
     o/w  Revaluation account -442.19 17.5 324.16 173.3 
     
Broad Money 5431.96 18.3 6145.19 13.1 
     Narrow Money 3107.62 8.2 3320.60 6.9 
      Quasi-Money 2324.34 35.1 2824.59 21.1  
 
In contrast, the NFA of the Central Bank rose to D2.1 billion, or 19.1 per cent over the previous 
year.  Gross official reserves increase to D2.7 billion or 9.9 per cent while its foreign liabilities 
decrease to D639.4 million, or 12.2 per cent. 
 
(ii) Net Domestic Assets (NDA)   

 
The NDA of the banking system rose to D3.0 billion, or 32.8 per cent from the previous year. 
This was on account of 22.3 per cent and 16.2 per cent increases in domestic credit and other 
items (net) respectively.  Credit to private sector rose to D1.9 billion, or 16.2 per cent.  Claims 
on public entities and net claims on Government also increased by 16.3 per cent and 33.7 per 
cent to D259.8 million and D1.3 billion respectively.  
 
(5.4) Reserve Money Growth (End- December 2004-End-December 2005) 
 
Reserve money consists of currency issued and commercial banks’ deposits with the Central 
Bank.  It is a measure of the Central Bank’s monetary liabilities and captures the impact of all 
the Central Bank’s operations on banks’ liquidity and their potential for credit expansion in the 
economy.  Given the fact that the initial link between monetary policy and the rest of the 
economy occurs in the market for reserves, monetary policy was conducted by the Central Bank 
using reserve money as an operating target. 
 
During the year under review, policies were directed at preventing excessive liquidity that might 
result to a built up in inflationary pressures while at the same time providing enough liquidity to 
ensure sustained economic activity.  
 
Reserve money grew by 11.9 per cent, slightly higher than the growth rate of 11.0 per cent in 
the previous year.  However, the growth rate of reserve money was lower than the end-
December programmed target of 14.7 per cent. 
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(5.4.1) Supply of Reserve Money 
 
The growth in reserve money was solely on account of the increase in the NFA of the Central 
Bank, which rose by 19.1 per cent to D2.1 billion from the previous year.  Gross official reserves 
increased by 9.9 per cent to D2.7 billion while foreign liabilities decreased by 12.2 per cent to 
D639.4 million.  
 
Table 5: Summary Accounts of the Central Bank of The Gambia in (D’millions) 
    
 Dec-04 % ∆ Dec-05 % ∆ 
Net Foreign Assets 1768.69 104.3 2105.93 19.1 
     
    Foreign assets 2497.06 29.1 2745.34 9.9 
    Foreign liabilities 728.37 -31.9 639.41 -12.2 
     
Net Domestic Assets 292.04 -70.5 200.66 -31.3 
    Domestic Credit 195.86 -84.1 -29.24 -114.9 
        Claims on Government, net -186.78 -122.2 -413.83 -121.6 
            Gross claims 1376.38 10.0 1270.76 -7.7 
               Less Government deposits 1563.16 286.4 1684.59 7.8 
         Claims on Public Entities 136.91 0.0 136.91 0.0 
         Claims on Private Sector 212.11 -19.1 214.06 0.9 
         Claims on Deposit Money Banks, net 33.62 427.7 33.62 0.0 
     Other items, net 96.18 29.7 157.41 337.6 
          o/w  Revaluation account -442.19 17.5 324.16 173.3 
     
Reserve Money 2060.73 11.0 2306.59 11.9 
    Currency in circulation (I.e issued) 1485.57 18.8 1537.55 3.5 
    Reserves of the commercial banks 575.16 -4.9 769.04 33.7 
 
In marked contrast, the NDA of the Central Bank declined by 31.3 per cent to D200.7 million. 
Central Bank’s net claims on Government fell markedly by 121.6 per cent mainly on account of 
the 7.7 per cent decrease in gross claims against Government.  Central Bank’s claim on public 
entities at D136.9 million was unchanged while lending to the private sector increased slightly to 
D214.1 million, or 0.9 per cent. 
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Figure 18:  NFA, NDA and RM of the Central Bank in (D’millions) 
Chart 2: NFA, NDA and RM of the Central Bank in (D'millions)
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(5.4.2) Demand for Reserve Money 
 
Currency in circulation grew by 3.5 per cent, lower than the 18.8 per cent in the previous year.  
Currency in circulation tends to exhibit a seasonal pattern growing at a stronger pace in the 
fourth and first quarter and at a measured pace in the second and third quarters, reflecting 
decreased economic activity.  Deposit money banks’ reserves, however, increased markedly by 
33.7 per cent compared 4.9 per cent a year ago.  
 
Figure 19:  Components of Reserve Money in (D’million) 

 
 
(5.5)  Money Multiplier (MM)   
 
The money multiplier (mm) is simply the ratio of broad money to reserve money.  Put differently, 
the money multiplier shows how much money one unit of reserve money potentially creates.  
Money supply can therefore increase either because of an increase in money multiplier, or an 
increase in reserve money.  In essence, an increase in the money multiplier with the same 
reserve-money would loosen monetary conditions and vice versa. 
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Table 6:  Money Multiplier of (M2+) and (M2) 
 

     Money Supply,  Money Supply,  Reserve  
 Money 

Multiplier   Money Multiplier 
Years  Quarters  (M2+)    (M2)   Money   (M2+)   (M2)  
2003  Q1            3,548.30            3,070.83               1,165.31                   3.04                    2.64 

 
   Q2            3,943.58            3,132.61               1,361.30                   2.90                    2.30 
 
   Q3            4,163.70            3,204.27               1,507.15                   2.76                    2.13 
  
  Q4            4,593.03            3,697.81               1,855.88                   2.47                    1.99 

 
2004  Q1            4,852.19            4,128.92               1,952.47                   2.49                    2.11 

 
  Q2            5,057.36            4,172.07               1,914.01                   2.64                    2.18 

       Q3 
                        
          4,835.57 

            
          4,376.27 

                 
              1,768.15 

                    
                  2.73 

                     
                   2.48 

 
       Q4 

             
          5,431.96 

             
          4,756.59   

                 
              2,060.73 

                    
                  2.64 

                     
                   2.31 

2005      Q1 
            
          5,947.56 

             
          5,185.32 

                       
              2,253.47 

                    
                  2.64 

                     
                   2.30 

      Q2 
            
          5,875.35 

             
          5,043.03 

                
              2,129.76 

                    
                  2.76 

                     
                   2.37 

      Q3 
            
          5,808.77 

            
          4,998.13 

                
              2,193.59 

                    
                  2.65 

                     
                   2.28 

      Q4 
            
          6,145.19 

            
          5,514.57 

                
              2,306.59 

 
                  2.66 

                     
                   2.39 

Note: M2+ is broad money including foreign currency deposits (FCDs) 
          M2 is broad money excluding FCDs 
 
Table 4 shows that the money multiplier of M2+ though broadly stable, increased marginally 
from 2.64 at end-December 2004 to 2.66 at end-December 2005. M2 money multiplier exhibited 
a similar pattern increasing from 2.31 in December 2004 to 2.39 at end-December 2005. It is, 
therefore, self evident that the increase in money supply over and above target was mainly as a 
result of the increase in money multiplier. 
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Figure 20:  Money Multiplier, Reserve Money and Money Supply 
 

 
 
(5.6)  Velocity 
 
Velocity is defined as the ratio of national income (GDP) to the money stock. In other words, 
velocity is the number of times the stock of money is spent, on average, in a given period in  
financing the flow of nominal spending. 
 
Figure 21:  Money Velocity 
 

 
 
In the financial programming framework, velocity is assumed to be generally constant. However, 
in many countries, it rises somewhat with increases in inflation and interest rates, and also 
slightly sensitive to changes in income. 
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Table 7: Velocity of (M2+) and (M2) 
 

    
 Money 
Supply,  

 Money 
Supply,   Nominal   Velocity   Velocity  

 
Years  Quarters   (M2+)    (M2)   GDP   (M2+)   (M2)  

2003  Q1  
            
3,548.30            3,070.83            10,006.00                  2.82                    3.25

   Q2  
          
3,943.58            3,132.61            10,006.00                  2.54                    3.19

   Q3  
          
4,163.70            3,204.27            10,006.00                  2.40                    3.12

   Q4  
            
4,593.03            3,697.81            10,006.00                  2.18                    2.71

2004  Q1  
              
4,852.19            4,128.92            12,472.90                  2.57                    3.02

 
 

 Q2   5,057.36            4,172.07            12,472.90               2.47                    2.99

 
 

Q3 4,835.57           4,376.27        12,472.90              2.58                    2.85

       Q4 
          
5,431.96            4,756.59           12,472.90               2.30                    2.62

2005       Q1 
          
5,947.56           5,185.32          13,824.00              2.32                    2.67 

       Q2 
          
5,875.35           5,043.03             13,824.00              2.35                    2.74

       Q3 
          
5,808.77           4,998.13             13,174.00               2.27                    2.64

       Q4 
          
6,145.19           5,514.57            13,174.00              2.14                   2.39

 
As shown on table 7, velocity has been broadly stable.  M2 velocity decreased from 3.25 in Q1, 
2003 to 2.39 at end-December 2005.  M2+ velocity also declined from 2.82 in Q1, 2003 to 2.14 
at end-December 2005 indicative of confidence in the domestic currency and low inflationary 
pressures. 
 
6.0 FOREIGN EXCHANGE DEVELOPMENTS 
 
The inter-bank market for foreign exchange has continued to function smoothly in 2005.  The 
volume of transactions remained high increasing by 22.2 per cent compared to the previous 
year.  Reflecting strong macroeconomic fundamentals and increased foreign inflows, the Dalasi 
continues to be stable and appreciated against all major international currencies. 
 
(6.1) Volume of Transactions 
 
Transactions volume, that is, purchases and sales of foreign currencies in the inter-bank market 
totalled D22.6 billion in 2005 compared to D18.5 billion in 2004.  Total purchase of foreign 
currency was D11.2 billion and accounted for 49.6 per cent of overall transactions volume in 
2005 compared to D9.2 billion in 2004.  Aggregate sales which is indicative of supply of 
international currencies in the inter-bank market totalled D11.4 billion in 2005, reflecting an 
increase of 22.6 per cent and accounted for 50.4 per cent of the aggregate transactions volume. 
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Table 8: Volume of Transaction in the Inter-bank market in (Millions of  Dalasis) Yearly 
 Year Ending 

Dec 2003 
Year Ending 
Dec 2004 

Year Ending Dec 
2005 

Purchases 6.0 9.2 11.2 
Sales 6.1 9.3 11.4 
Total 12.1 18.5 22.6 
 
(6.2) Market Share of Currencies 
 
The dollar continues to be the dominant currency in the foreign exchange market.  In 2005, it 
accounted for 58.8 per cent of trading volume compared to 59.9 per cent in 2004.  The British 
Pound had a market share of 17.9 per cent in 2005 relative to 21.6 per cent a year ago.  The 
Euro recorded a market share of 20.1 per cent, higher than the market share of 14.8 per cent in 
2004.  The Swedish kroner, CFA franc and unclassified currencies registered market shares of 
0.7 per cent, 0.6 per cent and 1.4 per cent compared to 0.9 per cent, 0.5 per cent and 2.1 per 
cent in 2004 respectively. 
 
Table 9:   Market Share of Key Currencies traded in the Inter Bank Market  
 

 Year Ending 
Dec 2003 

Year Ending 
Dec 2004 

Year Ending 
Dec 2005 

U.S Dollar  56.6 59.9 58.8 
British 
Pound  

21.2 21.6 17.9 

CFA 1.0 0.5 0.6 

Euro 16.3 14.8 20.1 
SEK 1.2 0.9 0.7 
Other 
Currencies 

3.8 2.1 1.4 

Source: Central Bank of the Gambia 
 
Figure 22: Market Share of key Currencies traded in the Inter-Bank Market as at Dec 2005 

 
Source:  Central Bank of the Gambia 
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Table 10:    Exchange Rate Movements 
 2003  2004  2005  

GBP 51.90 54.66 49.78 
U.S.D 30.96 29.67 28.13 
SEK(100) 367.73 404.95 347.07 
CFA(5000) 220.19 281.82 251.90 
Euro 35.90 37.75 33.71 
 
(6.3) Exchange Rate Movements 
 
Reflecting strong macroeconomic fundamentals and increased inflows, the Dalasi continues to 
be stable and appreciated vis-à-vis all the major currencies in the inter-bank market.  In 2005, 
the Dalasi strengthened against the Pound Sterling, US dollar, Euro, Swedish kroner, and CFA 
franc by 8.9 per cent, 5.2 per cent, 10.7 per cent, 14.3 per cent and 10.6 per cent respectively 
compared to 2004. 
 
Figure 23:  Exchange rate Movements  
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7.0 DEVELOPMENTS IN THE FINANCIAL SYSTEMS 
 
(7.1) Introduction 
 
The financial system in The Gambia consists of the Central Bank as the apex financial 
institution, 8 deposit money banks, 11 insurance companies, 37 foreign exchange bureaux, 62 
village savings and credit associations (VISACAs), 4 credit companies, one post office savings 
“bank” and myriad savings and credit groups. 
 
(7.2) Banking Sector 
 
The total number of commercial banks increased to 8 in 2005 relative to 7 in 2004.  Of the 8 
banks, 7 are engaged in conventional banking and 1 in Islamic banking.  The total number of 
commercial bank branches, including head office and branches increased to 31 from 30 in 
2004.  With economic growth, the activities of the commercial banks have correspondingly 
expanded.  Rapid advances in information and communications technology as well as increased 
competition have caused banks to improve their information management systems, connecting 
their branches through computer networking. 
 
Although the banking sector remains highly concentrated, the market share, based on total 
assets of the two biggest banks was 72.1 per cent compared to 80.0 per cent in 2004.  The 
industry continues to be well capitalised.  The average capital adequacy ratio as at end-
December 2005 was 53.6 per cent against the minimum regulatory requirement of 8.0 per cent. 
 
According to the Central Bank business sentiment survey, confidence in the banking system 
was quite robust in 2005 with an average diffusion index of 86.0 per cent.  The diffusion index 
measures the percentage of respondents indicating an increase minus the percentage reporting 
a decrease. 
 
(7.2.1) Structure of Assets and Liabilities of Commercial Banks 
 
Commercial banks’ total assets increased to D7.6 billion, or 16.3 per cent from 2004.  All 
components of assets increased, with the exception of total foreign currency and balance held 
with banks abroad as well as bills purchased and discounted. 
 
Investments which account for the largest component of gross assets, increased to D1.91 
billion, or 48.88 per cent.  Correspondingly, the share of total investments to total assets 
expanded to 24.97 per cent in 2005 from 19.47 per cent in 2004.  Bills purchased and 
discounted decreased to D2.94 million or 66.97 per cent and accounted for less than 1.0 per 
cent of gross assets. 
 
After recording a robust growth of 16.1 per cent in 2004 due to the increase in the reserve 
requirement from 14.0 per cent to 18.0 percent of deposit liabilities, balances held with the 
Central Bank rose to D829.38 million, or 37.86 per cent from 2004.  Balances with banks abroad 
however fell from D1.26 billion to D0.94 billion, or 25.55 per cent from the preceding year. 
 
Loans and advances increased to D1.8 billion in 2005 or 20.32 per cent from the previous year. 
Loans and advances constituted 23.5 per cent of total assets in 2005 compared to 22.7 per cent 
in 2004. 
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Fixed assets and other assets increased to D285.53 million and D530.65 million, or 0.68 per 
cent and 30.57 per cent but accounted for 3.7 per cent and 6.9 per cent of total assets 
respectively. 
 
Foreign currency holdings increased from D211.1 million in 2004 to D243.1 million in 2005 while 
acceptance, endorsements and guarantees rose to D923.9 million, or 15.9 per cent following a 
contraction of 1.7 per cent in 2004. 
 
Table 11: Deposit Money Banks’ Balance Sheet (D’million) 
 
 2005                      2004 

Assets Amount Amount % Change 
Gambia notes & coins 113.35 69.3 63.56 
Total Foreign Currency 164.64 243.1 -32.27 
Banks held with Banks 
Abroad 

941.20 1264.24 -25.55 

Balance held with the 
Central Banks 

829.38 601.60 37.86 

Bills purchased & 
discounted 

2.94 8.90 -66.97 

Loans & Advances 1807.58 11502.36 20.32 
Investments 1912.04 1284.30 48.88 
Fixed Assets 285.53 283.60 0.68 
Acceptance 
Endorsements/Guarantees 

1080.38 923.90 16.94 

Other Assets 530.65 406.4 30.57 
Government Securities 0.00 5.5 -100.0 
Total Assets 5528.0 6593.2 19.2 

LIABILITIES AMOUNT AMOUNT % CHANGE 
Capital & Reserve 904.39 652.5 38.6 
Demand Deposit 1896.4 1691.3 12.13 
Savings Deposit 1955.59 1786.0 9.50 
Time Deposit 869.0 538.4 61.40 
Total Deposit 4720.99 4015.7 17.56 
Balances due to other bank 30.96 79.2 -60.91 
Borrowing from 6.53 129.6 -94.96 
Acceptance 
Endorsements/Guarantees 

1080.38 923.6 16.97 

Other Liabilities 924.44 920.0 0.48 
Total Liabilities 7667.69 6593.2 19.3 
 
Reflecting, gross assets, deposit money banks’ liabilities amounted to D7.6 billion, representing 
an increase of 16.3 per cent from 2004. 
 
Deposit liabilities increased to D4.72 billion, or 17.56 per cent, following a strong growth of 19.3 
per cent in 2004.  Savings and time deposits increased at a faster pace of 9.5 per cent and 
61.40 per cent respectively. Demand deposits also grew by a substantial 12.13 per cent from 
2004.  Deposit liabilities accounted for 61.6 per cent of total liabilities relative to 60.9 per cent in 
2004. 
 
Borrowings and balances due to other banks went down by 94.96 per cent and 60.91 per cent 
respectively whilst acceptance endorsements/guarantees and other liabilities increased by 
16.97 per cent and 0.48 per cent to D1.08 billion and D0.92 billion respectively. 
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(7.2.2) Deposit Money Banks’ Income Statement 
 
Deposit money banks aggregate profit before tax declined to D373.8 million, or 19.96 per cent 
reflecting increased interest outlays and operating expenses.  Operating expenses (salaries, 
rent, and depreciation) and other expenses rose by 19.7 per cent and 16.5 per cent respectively 
while provision for bad and doubtful debt rose significantly to D72.7million in 2005. 
 
(i) Revenue 
 
Banks earn their income from both interest and non-interest sources.  Net interest income is the 
difference between the income earned and interest paid to depositors.  Non-interest income, on 
the other hand, comprises in the main, revenue from commission on turnover, foreign exchange 
transactions and other bank charges. 
 
Interest income was D801.6 million, an increase of 9.5 per cent from 2004.  Interest payments 
grew at a quicker pace of 11.8 per cent to D307.1 million.  Consequently, net interest income fell 
by D28.1 million or 6.2 per cent to D421.7 million.  The ratio of net interest income to gross 
income decreased from 51.6 per cent to 48.2 per cent in 2005.  In contrast, the share of non-
interest income to gross income increased slightly from 48.4 per cent to 50.8 per cent in 2005. 
 
Table 12: Consolidated Income Statements of Banks 
 
(in millions of Dalasis except %)     

Income Statement 2004 2005 Amt. ∆ % ∆ 

Interest Income 731.8 801.6 69.8 9.5 

Interest Expenses 274.8 307.1 32.4 11.8 

Net Interest Income 449.8 421.7 -28.1 -6.2 

Non-Interest Income 421.3 436.3 15.0 3.6 

Gross Income 858.0 871.1 13.0 1.5 

Operating Expenses 404.6 484.3 79.7 19.7 

Salaries & Other Comp. Benefits 129.1 152.7 23.6 18.3 

Other Expenses 187.9 218.9 31.1 16.5 

Provision for Credit Losses 7.4 72.7 65.3 880.8 

Aggregate Profit before Tax 466.5 373.8 -92.7 -19.9 

 
(ii) Expenditure 
 
Deposit money banks’ operating expenditure amounted to D484.3 million, D79.7 million more 
than in 2004.  Salaries and other remunerative benefits, amounting D152.7 million, increased by 
18.3 per cent from 2004.  Other expenses expanded to D218.9 million or 16.5 per cent whilst 
provision for bad and doubtful debts totalling D72.7 million, went up considerably in 2005. 
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(7.3) Loans and Advances to Major Economic Sectors 
 
Outstanding stock of commercial banks loans and advances to major economic sectors 
rose to D1.98 billion in 2005 from D1.61 billion in 2004.  This represents an annual 
growth rate of 22.8 per cent compared to a decline of 13.5 per cent a year ago.  All 
sectors with the exception of tourism registered an increase over the previous year. 
 
Fishing recorded the highest upswing with a marked growth of 91.9 per cent over the 
preceding year due to increased credit for marketing.  Lending to agriculture and 
building/construction both rose substantially by 65.9 per cent and 62.1 per cent 
respectively.  Personal loans also increased significantly by 45.3 per cent.  Unclassified 
loans, transportation and distributive trade grew by 24.0 per cent, 4.2 per cent and 4.1 
per cent respectively while tourism recorded a drop of 26.7 per cent. 
 
Table 13:    COMMERCIAL BANKS:  LOANS AND ADVANCES TO MAJOR ECONOMIC SECTORS 
  (End December figures, in millions of Dalasi) 
 
Sectors 2002 2003 2004 2005 % ∆ (04-05) 
Agriculture 71.70 139.45 181.40 300.98 65.9 
Fishing 5.94 10.50 16.66 31.97 91.9 
Mining & Quarrying 0.00 0.00 0.00 0.00 -- 
Building & Construction 78.36 94.99 89.06 144.38 62.1 
Transportation 93.61 150.78 128.00 133.41 4.2 
Distributive Trade 539.95 598.19 499.41 478.70 (4.1) 
Tourism 21.47 100.12 102.92 75.44 (26.7) 
Personal Loans 314.35 399.52 367.57 533.90 45.3 
Other 212.03 372.26 228.91 283.85 24.0 
Total 1337.41 1865.81 1613.93 1982.63 22.8 
Source: Central Bank of the Gambia 
 
Distributive trade and personal loans continued to dominate access to deposit money 
banks lending, accounting for 24.1 per cent and 26.9 per cent respectively of total 
allocation.  Agriculture and unclassified loans and advances also attracted substantial 
portions of 15.2 per cent and 14.3 per cent respectively.  Building and construction 
received 7.3 per cent of allocated credit while transportation, tourism and fishing sectors 
accounted for 6.7 per cent, 3.8 per cent and 1.6 per cent respectively. 
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Figure 24: Pie chart of credit distribution 
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(7.4)  Liquidity Position of Commercial Banks 
 
Deposit money banks generally continued to maintain liquidity levels well above the statutory 
requirements.  Total liquid assets of banks declined slightly to D2.15 billion in 2005 or 0.5 per 
cent from 2004.  This is due largely to the decrease in their investments in Treasury bills which 
accounted for 31.5 per cent of total liquid assets in the year under review.  Deposit money 
banks holdings of Treasury bills fell to D678.48 million or 15.4 per cent compared to the 
preceding year.  Commercial banks reserves on the other hand, increased to D1.5 billion in 
2005 or 8.2 per cent from last year.  Significant increases were noted in banks deposits at 
Central Bank (32.8 per cent) and cash holdings (63.0 per cent). 
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Table 14:  Liquidity Position of Commercial Banks (in millions of Dalasi) 
 

  2003 2004 2005 
  December December December 
        
Total Liquid Assets 1707.39 2,162.68 2,150.77 
        
     Reserves 1045.88 1,358.69 1,469.79 
            Deposits at CBG 592.05 573.89 762.33 
            Cash Holdings 68.02 68.99 112.44 
            Foreign Cash Holdings 167.50 203.91 179.51 
            Foreign Bank Balances 218.31 511.90 415.51 
     Treasury / CBG Bills 659.01 801.49 678.48 
     Govt. Dev. Stock (182 Days)  1/ 0.00 0.00 0.00 
     Other Liquid Assets 2.50 2.50 2.50 
        
Required Liquid Assets 2/ 1003.59 1,162.15 1,331.22 
Excess Liquidity 3/ 703.80 1,000.53 819.55 
          in % of requirement 70% 86% 62% 
        
Required Cash Reserves 4/ 596.10 684.18 792.39 
Excess Cash Reserves 5/ 449.78 674.51 677.40 
          in % of requirement 75% 99% 85% 

Source: Central Bank of The Gambia    

    

1/ Introduced March 21, 1993.    

2/ Based statutory requirements of 30% of total liabilities to the public.    

3/ Total liquid assets less statutory requirements.    
4/ In June 1998 reserves requirements have been unified at 14 
percent.    

5/  Reserves less required reserves    
 
The required liquid assets of commercial banks, based on a statutory requirement of 30.0 per 
cent of total liabilities to the public grew to D1.3 billion or 14.5 per cent over the preceding year.  
Banks continue to maintain liquidity above the statutory level.  Excess liquidity amounted to 
D1.82 billion, or 62.1 per cent of the requirement relative to D1.3 billion or 86.0 per cent last 
year. 
 
(7.5)  Interest Rates 
 
During 2005, interest rates decreased in line with the deceleration in the inflation rate.  Money 
market rates exhibited significant downward movements during the period under review.  The 
rediscount rate, Central Bank’s policy rate, fell to 19.0 per cent in December 2005 from 33.0 per 
cent in December 2004.  Similarly, the Treasury bills rate declined to 16.0 per cent from 30.0 
per cent. 
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Interest rates of commercial banks were also revised downwards.  Short-term deposit rates 
dropped from 6.5 per cent at end-December 2004 to a range of 1.25-40.0 per cent at end-
December 2005.  At end-2005, banks deposit rates range between 5.0-17.0 per cent compared 
to 8.0-23.0 per cent last year whilst lending rates ranged between 21.0-30.0 per cent compared 
to 21.0-36.5 per cent.      

 
(7.6)  Microfinance Developments  
 
At the helm of the Microfinance Sub-sector, the Central Bank in collaboration with various 
stakeholders continues to play a pivotal role for the sustainable growth and development of the 
Microfinance system through its coordination, policy, and supervisory and regulatory framework. 
 
In 2005, the total number of Central Bank registered and monitored Village Saving and Credit 
Associations (VISACAs) rose slightly to 63 from 62 in 2004. VISACA membership increased by 
3.8 per cent from 36,484 in 2004 to 37,866 in the year under review.  Mirroring the expansion in 
membership, total deposits and loans grew to D15.1 million and D20.7 million in 2005 compared 
to D14.7 million and D16.4 million a year ago. 
 
Membership of Savings and Credit Companies or Finance Companies expanded by 700 to 
46,324 in 2005.  As a result, overall deposits and assets of finance companies increased to 
D17.2 million and D45.9 million or 20.3 per cent and 48.1 per cent respectively from 2004.  
Loans and advances on the other hand, contracted by D1.8 million or 8.5 per cent to stand at 
D19.3 million at the end of the year under review. 
 
The National Association of Credit Unions (NACCUG) had 67 credit unions as investors in 2005.  
The membership of the 67 credit unions grew to 22,906 or 13.8 per cent from 2004.  Deposits of 
member credit unions grew to D75.5 million from D61.1 million in 2004.  Similarly, lending by 
Credit Unions to its members rose to D57.2 million from D47.8 million during the same period.   
 
8. BALANCE OF PAYMENTS (BOP) DEVELOPMENTS 
 
(8.1) Introduction 
 
Government’s external sector policy in the medium to long-term is aimed at ensuring 
sustainable BOP as well as build adequate reserves to cushion the economy against external 
and internal shocks.  Foreign currency reserves are projected to cover at least 4.7 months of 
imports in 2005. 
 
The overall balance of payments is projected at a surplus of D320.9 million compared to D988.3 
million in 2004.  The current account balance including official transfers is estimated to 
deteriorate significantly as a result of the projected widening of the trade deficit.  In contrast, the 
balance in the capital account is expected to improve due to the estimated increase in private 
capital inflows. 
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(8.2) Current Account 
 
(8.2.1)    Merchandise Account 
 
The trade deficit is expected to widen from D2.4 billion in 2004 to D2.8 billion in 2005 reflecting 
an upsurge in imports.  Domestic exports are projected at D608.3 million, a decline of 21.6 per 
cent, from 2004.  Groundnuts and groundnut products accounted for 53.5 per cent of total 
domestic exports-while re-exports estimated at D2.95 billion, represents 82.9 per cent of total 
exports. 
 
Imports are projected to expand by 2.6 per cent to D6.35 billion, from D6.18 million in 2004 
reflecting the rebound in re-exports, increased public sector investments and the effects of a 
higher oil import bill.  Imports for domestic use are estimated at D4.7 billion compared to D4.35 
billion in the 2004 while oil and oil products imports are expected to increase to D1.15 billion 
compared to D886.8 million in 2004. 
 
(8.2.2)    Services and Private Transfers Account 
 
The balance in the services account (net), comprising factor and non-factor services, is 
estimated at a surplus of D109.9 million compared to a deficit of D350.6 million in 2004.  The 
factor services balance (net) deficit is projected to improve slightly from D597.9 million in 2004 
to D448.2 million in 2005 owing to increased remittance receipts.  Net interest income, which 
recorded a deficit of D1.17 billion in the previous year, is projected to deteriorate to D1.3 billion 
in 2005, as a result of increased interest payments on external debt. 
 
Non-factor services surplus is projected to increase to D558.1 million compared to D247.3 
million in 2004.  Travel income is estimated at D2.15 billion, representing an increase of 24.7 
per cent while net outflow on account of freight and insurance in expected to increase by 2.6 per 
cent to D907.6 million, owing to the projected increase in imports. 
 
Private unrequited transfers (net) is projected at D117.3 million while net official transfer (project 
aid) is forecasted to decline by 29.9 per cent to D833.3 million. Remittances, on the other hand, 
are estimated to increase to D856.3 million compared to D569.9 million in 2004. 
 
Figure 25: Current Account Balance 
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(8.3) Capital Account 
 
The capital account is projected at D2.1 billion compared to D2.0 billion in 2004.  Official loans 
(net) are estimated to decrease to D489.2 million, or 34.5 per cent due to the estimated fall in 
project related receipts from D1.18 billion in 2004 to D911.4 million in 2005.  Private capital 
inflows should increase to D1.56 billion relative to D1.3 billion in 2004 comprising foreign direct 
investment (net) of D1.3 billion and other investments D251.9 million, respectively. 
 
Figure 26: Capital Account Balance 
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(8.4) Overall Balance and Financing  
 
The overall balance of payments is estimated at a surplus of D320.9 million compared to 
D988.3 million in the previous year.  Gross official reserves are projected to increase by D277.2 
million in 2005.  No disbursements from the IMF are expected in 2005 while repayments to the 
Fund are estimated at D43.8 million.  Exceptional financing is projected at zero and The Gambia 
is expected to be current on its debt service payments. 
 
9.0 GOVERNMENT FINANCE 
 
(9.1) Fiscal Policy  
 
A sustainable and prudent fiscal balance is concomitant with economic growth by means of a 
reduced need to create money to finance public spending.  As an obvious and important result, 
inflation is also reduced.  Budgetary priorities such as curbing Government borrowing, securing 
debt relief, improving the efficiency of public expenditure and stunting the build-up of 
expenditure arrears will work to encourage savings which will in turn translate to higher levels of 
investment and hence economic growth. The 2005 budget was based on the following 
assumptions: real GDP growth rate of 5.0 per cent; reduction of inflation rate to 4.5 per cent; 
reduction of the overall fiscal deficits, including grants, to 4.5 per cent of GDP.   
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(9.2) Total Revenue and Grants  
 
Total revenue and grants decreased to D2.8 billion in 2005 from D3.1 billion in 2004, or a 
decrease of 9.9 per cent.  This was below projection by 4.7 per cent, or D135.8 million.   
 
Domestic revenue rose slightly to D2.5 billion, or 1.7 per cent above 2004, but failed to meet the 
projection of D2.7 billion.  Although tax revenue fell, non-tax revenue rose in the year under 
review.   
 
Tax revenue, which was 88 per cent of domestic revenue, fell slightly by 0.1 per cent to D2.2 
billion. Direct taxes, which constituted 29.9 per cent of tax revenue, rose to D671.3 million, or 
10.7 per cent over last year.  This fell short of the budget estimate by some D5.3 million.  
Revenue from capital gains and payroll taxes rose to D21 million and D18.5 million, or 23.5 per 
cent and 24.1 per cent respectively over last year.  Personal and corporate taxes also rose to 
D233.7 million and D393.1 million, or 12.7 per cent and 7.1 per cent respectively over last year.   
 
Revenue from indirect taxes fell from D1, 638.6 million in 2004 to D1, 572.3 million in 2005, or 
by 4.0 per cent.  This is mainly attributable to the 10.0 per cent fall in tax revenue from 
international trade, which forms 76.3 per cent of indirect tax revenue.  Revenue from customs 
duty decreased by 19.2 per cent from last year to D614.2 million.  Revenue from domestic taxes 
on goods and services rose by 27.9 per cent to D327.7 million.  Revenue from stamp duties and 
excise duties rose by 10.7 per cent and 17.5 per cent respectively, while domestic sales tax 
rose by 30.4 per cent to D312.7 million 
 
Non-tax revenue totaled D296.4 million in 2005 which is an increase of 16.9 per cent from the 
previous year.  Government services and charges decreased by 31.4 per cent to D133.9 million 
while revenue from interest, dividend and property also fell by 35.3 per cent to D35.4 million.  
Income from pension funds, however, rose by 8.8 per cent to D3.7 million.  The major 
contributing factor to the increase in non-tax revenue was the increase in revenue from the 
Customs and Excise Department, which was D106.5 million.  Last year, no revenue was 
received from this institutional source.   
 
Grants decreased by a massive 154.2 per cent to D220.1 million from D559.4 million in 2004.  
Project and HIPC grants fell in large amounts, respectively, 50.4 per cent and 88.6 per cent to 
D203 million and D17.1 million, from D409.6 million and D149.8 million.  This is attributable to 
the fact that HIPC grants provided for interim debt relief had been exhausted by the end of the 
first quarter of 2005. 
 
Table 15: Revenue and Grants 
 
(in millions)  2003 2004 2005 2005  

(Budget Est.) 
Variance 

Revenue & Grants 1799.5 3058.0 2760.1 3063.4 (303.3) 
Domestic Revenue 1573.3 2498.6 2540.0 2817.2 (277.2) 
Tax Revenue 1379.8 2245.0 2243.6 2408.5 (164.9) 
Direct Tax 441.1 606.4 671.3 676.7 (5.4) 
Indirect Tax 938.7 1638.6 1572.3 1731.8 (159.5) 
Non-Tax Revenue 193.5 253.6 296.4 408.7 (112.3) 
Domestic Tax on goods 
& services 

205.2 291.4 372.7 335.1 37.6 

Grants 226.2 559.4 220.1 246.2 (26.1) 
Source:  Department of State for Finance and Economic Affairs  
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Figure 27: Domestic Revenue 
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(9.3) Total Expenditure and Net Lending  
 
As depicted by the graph below, total expenditure and net lending rose to D3.7 billion or 4.3 per 
cent over last year.  Although this is only slightly higher than the budget figure, it must be said 
that this total disguises important variations between the projected outturn, and the 2005 budget 
estimates in several categories of expenditure, especially interest payments as is explained 
below.  
 
Figure 28: Total Expenditure & Net Lending 
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Current expenditure, which accounts for 65.5 per cent of total expenditure and net lending, 
increased to D2.4 billion from D2.0 billion in 2004 or by 21.1 per cent.  Interest payments on 
domestic and external debt stood at D1.2 billion which accounted for 47.3 per cent of current 
expenditure compared to 42.5 per cent in 2004.  Domestic interest payments amounted to 
D891.3 million, an increase of 40.8 per cent, while external payments rose by 18.0 per cent to 
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D263.1 million.  Interest payments exceeded its budget estimate by a large D194.0 million, 
largely on account of the higher-than budgeted domestic interest payments.  Wages and 
salaries increased to D532.2 million or 2.8 per cent.  “Other charges” including expenditure on 
goods and services and subsidies and transfers rose to D749.4 million or 31.1 per cent.  This 
was below the budget estimate by 21.0 per cent.   
 
Net lending totalled negative D23.0 million, while there was zero on-lending and D23.0 million in 
repayments.  In 2004 net lending amounted to negative D23.5 million.   
 
Capital expenditure fell to D1.2 billion and failed to meet the budget estimate by 7.2 per cent, or 
D85.0 million.  Capital expenditure was financed by external loans (72.6 per cent), external 
grants (17.1 per cent), Gambia Local Fund (5.5 per cent) and HIPC Funds (0.2 per cent).   
 
 (9.4) Primary or Non-Interest Balance 
 
The primary or non-interest deficit measures the effects of current discretionary budgetary 
outlays by excluding interest payments from conventional measure of the deficit.  The balance 
indicates how recent fiscal actions of the Government affect the allocation of resources in the 
economy and Government debt.  
 
Figure 29: Basic Primary Balance 
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The balance was in a surplus of D1.25 billion this year compared to a surplus of D1.3 in 2004.  
Despite this slight decrease, the domestic primary balance still reflects Government’s intention 
to curb public debt.   
 
(9.5) Overall Fiscal Balance and Financing  
 
The overall budget deficit (commitment basis) excluding grants and without HIPC assistance 
was D959.5 million compared to a deficit of D884.4 million in 2004.  Including grants, the overall 
budget deficit (commitment basis) was D108.5 million compared to D506.6 million in 2004. 
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Figure 30: Financing of Deficit on Cash Basis 
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The deficit of D959.5 million was financed from external and domestic sources.  Net external 
financing amounted to D443.3 million, reflecting external borrowing of D868.1 million and 
amortization of D431.0 million.  On the other hand, domestic financing totalled D516.2 million. 
 
Table 16: Public Expenditure and Net Lending 
 
  2005 
(In D’millions) Actual Budget Variance 
Expenditure and Net Lending 3,719.5 3,687.3 32.2 
Current Expenditure 2,436.0 2,420.7 15.3 
Capital Expenditure and Net Lending 1,162.1 1,266.6 (104.5) 
Capital Expenditure 1,185.1 1,270.0 (84.9) 
Financing 959.5 622.5 337 
External 443.3 351.5 91.8 
Domestic 516.2 429.9 86.3 

 
(9.6) Domestic Debt 
 
Domestic Debt totalled D5.1 billion at end-December 2005 compared to D4.6 billion at end-
December 2004 representing an increase of 10.8 percent.  Treasury bills accounted for 74.3 per 
cent of the total domestic debt while foreign currency loan to Government, Government bonds 
and NIB Notes accounted for 11.2 percent, 4.9 per cent and 3.9 per cent respectively.   
 
Total outstanding stock of marketable interest bearing debt rose to D5.2 million or 16.0 per cent 
from 2004.  Treasury bills accounted for the bulk (75.0 per cent) of the interest bearing debt. 
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Figure 31: Interest Bearing Debt 
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Outstanding Treasury bills at the end of 2005 amounted to D4.4 billion (face value) reflecting an 
increase of 22.2 per cent over end-2004.  The banking system held D2.2 billion or 49.2 per cent 
of the outstanding Treasury bills, whilst the non-bank sector held D2.2 billion or 50.8 per cent. 
 
Commercial banks investments in Treasury bills grew to D2.0 billion compared to D1.4 billion in 
2004.  Central Bank for its part, held D118.04 million, representing an increase of 24.8 per cent 
from 2004. 
 
Figure 32: Distribution of Interest Bearing Debt by Holder 
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The non-bank sector holdings of Treasury bills rose by 6.3 per cent to D2.2 billion from D2.1 
billion in 2004.  Public enterprises investments in Treasury bills which accounts for 61.2 per cent 
of non-bank holdings remained virtually unchanged at D1.4 billion. 
 
At end-December 2005, 1-year bills accounted for 64.0 per cent of total Treasury bills, 182 – 
day bills represents 22.0 per cent and 91-day bills 14.0 per cent compared to 50.0 per cents, 
11.0 per cent and 39.0 per cent respectively in 2004. 
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(9.7)   External Debt 
 
The Gambia’s external debt stock totaled D17.2 billion (US$610.5 million), in 2005 compared to 
D17.0 billion (US$574.8 million) in 2004. This represents an increase of D129.0 million, or 0.8 
per cent in 2005.  Of this amount, D14.4 billion or 84.3 per cent was owed to multilateral 
creditors while the remaining 15.7 per cent or D2.7 billion was owed to bilateral creditors. 
 
Figure 33: External Debt 
 

External Debt (in D'millions)

0

2000

4000

6000

8000

10000

12000

14000

16000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

2004 2005

Multilateral Bilateral
 

 
Scheduled debt service amounted to D657.0 million compared to D629.3 million in the previous 
year.  Of this amount, D211.5 million was in respect of interest payments while principal 
payments totaled D445.5 million, or 68.0 per cent of debt service payments. Loan repayments 
totaling D436.8 million, went to multilateral creditors whilst D220.2 million accrued to bilateral 
creditors.  
 
Figure 34: External Debt Service Payments 
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PART   II:  DEVELOPMENTS IN THE INTERNATIONAL ECONOMY 
 
 
(1.0) Gross Domestic Product (GDP) 
 
World GDP was estimated to have grown by 5.0 per cent in 2004, underpinned by continued 
accommodative macroeconomic policies, rising corporate profitability, rising equity markets, 
house prices and the very strong growth in China.  Looking forward, global growth is expected 
to slow to 4.0 per cent in 2005 as these positive developments are undermined by the steady 
decline in output gaps across the world; the ongoing withdrawal of fiscal stimulus; and the 
impact of rising oil prices.  Particular uncertainties relate to the oil market; the evolution of the 
global current account imbalances, the prospect for house prices and the associated impact on 
consumption; and the reaction of prices to demand and cost pressures. 
 
Several factors are likely to slow growth in 2005 including; 
 
1. The expected slowdown in the level of investment in the United States; 
2. Excess world demand over supply will continue to push the prices of oil and non- oil 

commodities, moderating demand in many countries; 
3. Higher interest rates will slow investment growth as central banks continue shifting from 

a loose to a more neutral stance;   
4. Efforts in China to bring growth down could contribute to weaker global demand given 

China’s vital role in driving the global recovery. 
 

Given the above factors, coupled with the slow down in global trade, growth in most low-and 
middle-income countries is also expected to moderate but remain strong.  Recent efforts to 
reduce general government and current account deficits and to pay down debt should enable 
most developing countries to withstand the higher interest rates expected without excessive 
adjustment costs. 
 
In the United States, as the output gap narrows, productivity growth is projected to slow and unit 
labour cost to rise.  These factors, in addition to external inflationary pressures from commodity 
prices, likely informed the Fed’s decision to tighten monetary conditions.  During three 
consecutive meetings of the Federal Open Market Committee (FOMC), in the first five months of 
the year, the Committee decided to raise the federal funds rate (i.e. the target rate) by 25 basis 
points on each occasion, now standing at 3.0 per cent.  The Committee believes that even after 
these actions, the monetary policy stance remains accommodative.  Moreover, robust 
underlying growth in productivity is providing ongoing support to economic activity.  Recent data 
suggest that the solid pace of spending growth has slowed somewhat, partly in response to 
earlier increases in energy prices.  Pressures of inflation have picked up in recent months and 
pricing power is more evident.  Longer term inflation expectations remain contained. 

 
The 2005 budget envisages a reduction in the budget deficit from 5.1 per cent of GDP in 2004 
to 3.6 per cent in 2005 ($430 billion).  Expenditures on domestic programmes, including 
agriculture and housing will be cut but military spending is projected to rise. 

 
In China, a soft landing is expected and GDP is forecast to grow by 8.0 per cent in 2005, down 
from 9.3 per cent in 2004.  In South Asia, despite the slowdown in China and the OECD 
economies, growth is expected to accelerate in 2005, reflecting the gains of structural reforms 
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and market opening.  However, the Asian tsunami is expected to lead to increased expenditures 
on reconstruction.   

 
Output in Japan is expected to moderate but the outlook remains solid and the available 
indicators point to continued recovery in private sector demand.  The authorities continued to 
implement wide ranging structural reforms in the corporate and financial sector and there are 
signs that deflation has eased.   
 
In Europe, growth is expected to continue gaining momentum in 2005 and 2006 as earlier 
investments begin to bear fruit, despite the slowdown in the rate of world demand.  However, 
given the Euro zone’s slow response to asymmetric shocks, the pace of the expansion is 
expected to remain moderate.  In Germany, growth is expected to moderate to 1.5 per cent 
(lowest in the Euro area) as domestic demand continues to be relatively weak.  Exports are 
projected to fall given the global slowdown.  In France, the budget deficit is projected at 2.9 per 
cent, down from 3.6 per cent in 2004.  Based on an annual forecast of 2.5 growth in GDP, the 
deficit will fall to 2.2 per cent, 1.6 per cent and 0.9 per cent in 2006, 2007 and 2008 respectively.  
Inflation is expected to fall to 1.8 per cent on the assumption of a very gradual decline in oil 
prices. 

 

In the UK, GDP was estimated to have grown by 0.8 per cent in the fourth quarter, tipping the 
annual growth rate from a previous estimate of 3.1 per cent to 3.2 per cent.  But the inflation 
report shows a slightly higher profile of inflation than the previous report, boosted by higher 
wage settlements, resilient house prices and a strong performance of equities.  Notwithstanding, 
the Bank of England left interest rates unchanged at 4.75 per cent for the sixth month running 
on February 10, against a backdrop of growing market expectations for a rise later this year, 
although forecast remain balanced. 

 
In Sub-Saharan Africa, GDP growth rate reached 4.5 per cent in 2004, the highest for 
the continent since 1996.  Africa’s leading reformers - Burkina Faso, Ghana, Mali, 
Tanzania, Uganda, Tunisia and Morocco- continued to perform well while Central and 
East Africa witnessed the most robust growth performance of 8.7 per cent and 6.5 per 
cent respectively.  While Central Africa benefited from post-conflict dividends and higher 
oil prices, the performance in East Africa was boosted by the bumper harvest of 2004.  
Africa will also benefit from the revival in Europe, Africa’s major trading partner, but 
many oil importing countries remain vulnerable to higher oil prices. In addition to 
development aid and debt relief, there is the need for improved fundamentals and efficient 
public expenditures to hasten the pace towards achieving the goal of poverty reduction. 
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 Table 17: Real GDP (Annual percent change) 
 

 2002 2003 2004 2005 
World Output 3.0 3.9 5.0 4.3 
Advanced Economies 1.6 2.1 3.6 2.9 
United States 1.9 3.0 4.3 3.5 
Euro area 0.8 0.5 2.2 2.2 
Germany 0.1 -0.1 2.0 1.8 
France 1.1 0.5 2.6 2.5 
Italy 0.4 0.3 1.4 1.9 
Japan -0.3 2.5 4.4 2.3 
United Kingdom 1.8 2.2 3.4 2.5 
Other emerging markets and developing 4.8 6.1 6.6 5.9 
Africa 3.5 4.3 4.5 5.4 
Sub-Sahara 3.6 3.7 4.6 5.8 
Developing Asia 6.6 7.7 7.6 6.9 
China 8.3 9.1 9.3 8.0 
India 5.0 7.2 6.4 6.7 
Middle East 4.3 6.0 5.1 4.8 
Western Hemisphere -0.1 1.8 4.6 3.6 

 2001 2002 2003 2004 2005 

Africa 4.0 3.5 4.3 4.5 5.4 

Cote d’Ivoire 0.1 -1.6 -2.8 1.7 4.3 

Gambia, The 5.8 -3.2 6.7 8.0 5.0 

Ghana 4.2 4.5 5.2 5.2 5.0 

Guinea 3.8 4.2 1.2 2.6 3.8 

Guinea Bissau 0.2 -7.2 0.6 1.0 3.4 

Mali 12.1 4.3 6.0 4.5 5.6 

Sierra Leone 18.5 26.8 9.4 7.2 7.0 

Nigeria 3.1 1.5 10.7 4.0 5.9 

Senegal 4.7 1.1 6.5 6.0 5.8 

Source: IMF, World Bank and country Staff Projections 
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(1.1) Inflation 
 

Global inflationary expectations have risen but remain moderate and the forecast has been 
revised upward to 2.6 per cent in 2005.  Domestic measures of inflationary expectations have 
been higher in emerging markets; notably China, Poland and Brazil with smaller increase in 
industrial countries.  The combination of higher global growth and rising commodity prices will 
mean that monetary policies will generally need to be tightened somewhat faster than earlier 
expected, depending on the cyclical positions in individual countries and regions. 

 
The risks of a marked pick-up in inflation appear moderate given excess capacities well-
grounded inflationary expectations and relatively moderate labour market pressures as well as 
rising profit margins.  Nonetheless, policymakers will need to respond promptly if inflation edges 
up or spare capacities tighten faster than envisaged, since the cost of a slow reaction could be 
high and diminish central banks’ credibility.   

 

However, widespread relapses in globalization, deregulation, productivity increases, and 
relatively loose fiscal policies could roll back the achievements of low inflation of recent years.  
The immediate policy challenges remain rising terrorist risks, renewed protectionist pressures 
and failure to address medium-term fiscal problems. 

 

Table 18: Consumer Prices (Annual percent change) 
 

 2002 2003 2004 2005 
Advanced Economies 1.5 1.8 2.1 2.1 
United States 1.6 2.3 3.0 3.0 
Euro area 2.3 2.1 2.1 1.9 
Germany 1.3 1.0 1.8 1.3 
France 1.9 2.2 2.4 2.1 
Italy 2.6 2.8 2.1 2.0 
Japan    -0.9 -0.2 -0.2 -0.1 
United Kingdom 1.3 1.4 1.6 1.9 
Other Advanced Economies 1.7 1.8 2.0 2.3 
Africa 9.7 10.3 8.4 8.1 
Gambia, The 8.6 17.0 8.0 5.0 
Ghana 14.8 26.7 10.8 6.0 
Guinea 3.0 12.9 16.6 13.8 
Guinea Bissau 3.3 3.0 3.0 3.0 
Mali 5.0 -1.3 2.6 3.0 
Nigeria 13.7 14.4 15.8 11.4 
Senegal 2.3 - 0.8 2.2 
Sierra Leone -3.7 8.2 12.4 4.7 
Source: IMF, World Bank and Country Staff projections 
 

(1.2) Commodity Markets 
 
Accelerated world demand and the short fall in supply were responsible for commodity price 
increases during the global recovery.  However, virtually all of the gain accrued to low-and 
middle-income oil exporters.  Most developing country oil importers suffered net terms of trade 
losses.  Apart from higher oil prices, other energy and metal prices rose.   
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The expected slowdown in global economic activity will lead to less demand for goods and 
contract world trade.  Oil prices are not expected to rise substantially given new supply sources 
and reduced oil intensities in the world economy.  However, there remain considerable scope 
for higher oil prices, particularly given the sensitivity of the oil market to supply disruptions.  
OPEC excess capacity is estimated to have fallen from 4.6 million barrels per day in 2001 to 
only 1.4 million barrels per day in 2004, in addition to the limited refining capacity for sweet 
crude. 

 

Non-oil commodity prices are expected to ease although they may remain above average levels 
in 2005.  China’s continued expansion has been the main driver of global trade in 2004, 
accounting for 20.0 per cent of the increase in world merchandise trade.  Although measures to 
cool the economy in 2004 has had impact on commodity markets, overall demand has remained 
strong as companies ran down inventories at the end of the second quarter.  Following a pre-
election spending spree in 2004, US demand for non-oil imports is expected to slowdown in 
2005 as output contracts, although to remain firmly above trend.  Similarly, the slowdown in 
Japan, UK and the Euro-zone is expected to ease demand for industrial materials and 
agricultural commodities.   

 

Perhaps the single most important recent development in the commodities market is the tough 
negotiation between China, on one hand, and EU and USA, on the other, concerning Chinese 
textile exports to the Western markets.  With the expiration of WTO quota on textile exports, 
Chinese textile export will have unlimited access to the world market. Recently China agreed to 
increase export taxes on textile exports to Western markets in order to stem its exports, in 
response to US and EU demands. However, just after this announcement, China again 
threatened to withdraw all export taxes on textiles if the EU and the US continued with their 
threat to limit market access to textile imports from China. 
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PART   III:   OPERATION AND ADMINISTRATION OF THE BANK 
 
(1.0)   Assets/Liabilities 
 
Assets of the Central Bank as at year-end, 2005 increased to D5.0 billion or 22.5 per 
cent over the previous year.  The increase in assets was driven in the main by the 
substantial growth in loans and advances, and Government securities.  
 
Loans and advances, which accounts for 21.3 per cent of total assets, increased 
markedly to D1.5 billion or 47.1 per cent from 2004. Investment in Government 
securities increased to D891.0 million or 33.2 per cent relative to the previous year and 
constitutes 17.8 per cent of total assets. Foreign cash and bank balances rose to D2.4 
billion or 15.5 per cent while other unclassified assets increased to D145.0 million or 
16.9 per cent against 2004. Tangible fixed assets, as property, plants and equipment, 
rose to D68 million or 65.9 per cent from 2004 but accounts for only 1.4 per cent of total 
assets.  However, Investments in foreign securities and other investments such as 
shares in regional organizations, declined slightly to D163 million and D280.0 million in 
2005 from D173.0 million and 283.0 respectively in 2004. 
 
A total deposit, which comprises government and commercial banks’ deposits, 
increased to D2.5 billion or 46.3 per cent and represents more than half of total 
liabilities. Other liabilities, including interest payable, staff pension fund, etc decreased 
to D113 million or 6.6 per cent. Long-term liabilities (outstanding Central Bank bills, 
SDR allocations, ESAF and PRGF) and currency in circulation rose to D866.0 million 
and D1537.0 million or 15.6 per cent and 3.4 per cent respectively, compared to 2004.  
 
Share capital, statutory reserves and other reserves remained unchanged from the 
previous year at D1.0 million, D3.0 million and D3.4 million respectively.   
 
(2.0) Income Statement 
 
The income statement of the Central Bank for the year ended December 2005 revealed 
that operating revenue more than doubled to D110.7 million or 60.6 per cent compared 
to the same period a year earlier.  The neat revenue performance is mainly explained 
by the boost in net interest income and the marked decline in interest expense. Net 
Interest income increased markedly to D105.5 million or 79 per cent relative to 2004.  
Interest expense on the other hand, decline to D8.5 million (or 45.0 per cent) compared 
to D15.4 million in 2004. Interest income increased twofold to D114.0 million or 53.3 per 
cent over the previous year. Other income, in contrast, declined to D5.1 million against 
D9.9 million in 2004. 
 
Central Bank of the Gambia’s operating cost, comprising personal costs, general and 
administrative costs, depreciation and amortisation registered a marginal decline to 
D143.0 million in 2005 from D143.2 in 2004. As a result, net deficit on ordinary activities 
improved to D32.3 million compared to D74.3 million in 2004. There was no provision 
for credit losses. Consequently, net deficit (loss) for the financial year ending December 
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2005 remained at D32.3 million, substantially lower than D120.8 million registered in 
2004. Accumulated loss as recorded in the balance sheet as at end-December 2005 
decline to D32.3 million from D509.8 million in 2004. 
 
(3.0) Banking Services Department 
 

(I) Currency in Circulation 
 
At end-December 2005, currency in circulation rose to D1537.55 million or 3.5 per 
cent from 2004. This increase is largely explained by the high public demand for 
currency which hinges on the expansion of economic activity. The hundred dalasi 
(D100) note has since 2004 claimed the greatest popularity, accounting for 55.44 
per cent of the value of bank notes in circulation at end December 2005.  Amongst 
the category of Gambian coins, the dalasi –coin accounted for 70 per cent of the 
value of coins in circulation in 2005. 
 
(II) Commemorative Coins 
 
Commemorative coins are issued in recognition of special events and individuals. 
The Central bank continues to sell gold and silver commemorative coins during the 
review year. As at end-2005; the following commemorative coins were in stock: 
 

• Year of the Scout 
• Wildlife conservation 
• Save the children 
• Commonwealth Games 
• Millennium coin 
• The Gambia Silver Jubilee 
• Papal Visit 
• UN50th Anniversary 
• African Union Summit 
 

These coins are available for sale to the public and tourists 
 
(III) Deposits 
 
As the overall custodian of government accounts as well as the banker’s bank, 
Central Bank of the Gambia provides depository services to government institutions 
and deposit money banks. Commercial Banks deposits grew by D187.57 million to 
D762.33 million at end-2005. Total deposits of government and Deposit Money 
Banks increased to D2150.61million or 27.1 per cent from 2004. 
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(IV) Investments 
 
Investment in government securities by the Central Bank stood at D591.86 million in 
2005 compared to D660.13 million a year earlier. This represents a decline of 
D68.27 million or 10.34 pre cent. The bank’s investments were in Treasury Bills, 
Government Bonds and Treasury Notes. The latter is a non- interest-bearing 
instrument issued under section 8(8) and section 9(4) of the CBG Act 2005.  
 
Fixed Loan extended to the defunct Gambia Produce Marketing Board (GPMB) 
remained at D5.35 million and Equity investment in regional financial institutions also 
remained unchanged at D62.0 million at end- December 2005. 
 

(4.0) Administration 
 
The composition of the Board of Directors remained unchanged from the previous year. 
During 2005, the Board held one extra ordinary meeting and two regular meetings. 
 
As at December 2005, six Ag directors were promoted to the rank of Directors and two 
Deputy Directors also promoted to Directors. In addition, five Principal Officers were 
promoted to Deputy Director Positions and two senior Officers were moved to the 
position of Principal Officers 
 
(I) Staff Training 
 
The Bank continued to provide academic and professional training locally and abroad. 
During the year under review, nine members of staff went on long-term training in the 
UK. Of which, five were granted scholarship for graduate studies in Economics, Banking 
and finance. The Bank also provided scholarship to twelve staff members at various 
local institutions. Areas of study were mainly in Economics, Accounting, Finance and 
Information Technology. 
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