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KEY ECONOMIC INDICATORS    
    
DEMOGRAPHY 2005 2006 2007 
 Population(in millions) 1.4 1.4 1.4 
Population Density(person per sq km)    
Population Growth Rate 2.8 2.8 2.8 
    
OUTPUT    
GDP at Current Market Prices (D'millions)    
Per Capita GDP at Market prices    
GDP at Constant Market Prices (D'millions) 820.3 878.93 944.63 
Agriculture 247.01 265.27 266.51 
Industry 88.48 107.82 107.4 
Services 484.8 512.84 570.73 
    
END-PERIOD INFLATION RATE (Point to point)   
January  6.9 1.7 2 
February 5.7 1.7 2.1 
March 4.9 1.7 4.2 
April  4 1.6 6.3 
May 3.4 1.5 6.6 
June 2.3 1.5 6.4 
July 1.4 1.4 6.3 
August 2 0.4 6.4 
September 2.1 1.5 6 
October 2 1.5 6 
November 2 1.4 6 
December  1.8 1.4 6 
    
Annual average 3.2 2.1 5.4 
    
MONETARY SURVEY 2005 2006 2007 
Money Supply 13.5 26.3 6.7 
Narrow Money 6.8 26 0.6 
Quasi Money 21.5 26.5 13.8 
    
Net Foreign Assets -0.66 36.4 -7.01 
Net Domestic Assets 32.8 15.4 23.9 
    
Domestic Credit 22.3 21.3 -1.4 
Government Net 33.6 17.1  
Public Sector 16.2 3 -14.6 
Private Sector 18.22 29.7 16.6 
    
Central Bank of the Gambia    
NFA 2105.71 2866.27 3053.7 
NDA 200.88 0.2 -309.13 
Reserve Money 11.9 24.3 -4.3 
Money Multiplier 2.66 2.7 3 
Velocity 2.14 1.8 1.9 
INTEREST RATES    
COMMERCIAL BANKS LENDING 2005 2006 2007 
Agriculture 21.0-30.0 18.0-28.0 18.0-27.0 
Manufacturing 21.0-30.0 18.0-28.0 18.0-27.0 
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Building 21.0-31.0 18.0-28.0 18.0-27.0 
Trading 21.0-31.0 18.0-28.0 18.0-27.0 
Tourism 21.0-31.0 18.0-28.0 18.0-27.0 
Other 21.0-31.0 18.0-28.0 18.0-27.0 
Deposit Rates    
    
Savings Bank Account 5.0-10.0 5.0-7.0 5.0-7.0 
  
Time Deposits  
Three Months 5.00-14.00 5.0-8.5 5.0-12.9 
Six Months 7.00-15.00 6.0-13.0 6.0-12.9 
Nine Months 7.00-14.00 6.0-13.0 7.0-14.0 
12 Months and above 7.00-17.00 6.0-13.0 7.0-15.0 
    
Government    
Treasury Bills 16 12.8 13.7 
Discount Notes 25.5 - - 
Govt. Dev. Loans    
1999-2002(F)    
1999-2002(G)    
20002(H) 15.5 - - 
2002(I) 20 - - 
20005(H)    
2005(I)    
    
Central Bank    
Bank Rate 19 9 10 
Rediscount Rate 30 14 15 
    
 2005 2006 2007 
NOMINAL GDP 13174 14333 15732 
GOVERNMENT FINANCE    
Domestic Revenue  21  
Tax Revenue 17.2 18.8 20.6 
Direct Tax 5.2 5.6 5.6 
Indirect Tax 12 13.2 14.9 
Domestic  2.8 3.3 2.5 
International Trade  9.9  
    
Non-tax 2.6 2.2 2.5 
    
EXPENDITURE AND NET LENDING 3721.3 3403.3 3510.5 
Current Expenditure 2419.9 2515.9 2584.7 
Capital Expenditure 1196.3 893.3 913.5 
Net Lending -30.4 -5.9 12.3 
Budget Deficit, Excluding Grants    
Without HIPC Assistant -667.1 -390 -161.2 
with HIPC Assistant  0  
Budget Deficit, including Grants -749.6 -313.8 -313.8 
    
Deficit Financing 930.8 937.5 775.8 
Foreign 457.5 309 661.5 
Domestic 473.3 628.5 114.3 
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Government Debt  4664.93  
Foreign  17.2  
Domestic 4387.64 4647.73 4741.3 
    
EXTERNAL FINANCE ( in millions) 2005 2006 2007 
    
TRADE BALANCE 2784.7 -3367.83 -3761.95 
Imports -6347 -6236.63 -6809.17 
Exports 2745.41 2868.8 3047.22 
    
SERVICES 1009.52 -56.01 1045.16 
Factor Service Balance -448.2   
Non-factor Service Balance 558.1   
    
PRIVATE TRANSFER 117.3   
    
CURRENT ACCOUNT    
Excluding official transfers -2557.6 -1446.8 -3586 
Including official transfers -1724.4 -1278.1 -1463.22 
    
CAPITAL ACCOUNT 2045.3 2777.9 2204.91 
Official Loans(net) 489.2 470.9  
Private Capital (net) 1556.1 2307  
    
Overall Balance 320.9 -758.11  
Financing/change in official Reserves -277.2   
Repurchase/Repayments -55.29 -113.74 -81.68 
Purchases/Loans 0   
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PART I 
 
DEVELOPMENTS IN THE DOMESTIC ECONOMY 

 
OVERVIEW 
 
1.0  Economic Output 
 
Real gross domestic product (GDP) grew by 6.9 percent in 2007 compared to the 
estimate of 7.7 percent in 2006.  Output growth in 2007 was sustained mainly by the 
strong growth in the services sector (11.3 percent) and to a lesser extent 
agriculture which rose by 1.3 percent.  Industrial output, on the other hand, fell by 
0.4 percent, due in the main, to the marked decline in building and construction. 
 
1.1 Agricultural Production 
Despite the increase in area cultivated, the production of groundnuts, the main 
cash crop, decreased to 72,557 metric tonnes, or 11.3 percent below the previous 
year production owing to poor rains during the early part of the crop season. 
Cereal production, which includes principal crops such as rice, maize, sorghum 
and millet also declined to 149,940 metric tonnes, or by 18.2 percent relative to 
2006. 
 
The value-added of livestock, fishing and forestry is estimated at 4.0 percent, 8.2 
percent and negative 4.0 percent compared to 3.0 percent, 10.0 percent and 3.0 
percent in 2006 respectively. 
 
1.2  Tourism 
According to data from the Gambia Tourism Authority (GTA), tourist arrivals 
increased to 142,626, 17.5 percent above the arrivals in 2006.  Total income from 
air-chartered tourists in 2007 was estimated at D1.0 billion from D860.9 million in 
2006 attributed to vigorous marketing by tour operators and the Department of 
State for Tourism. 
 
1.3  Inflation 
Headline inflation, measured as the year-on-year change in the National 
Consumer Price Index (NCPI) rose from 0.4 percent at end-December 2006 to 6.0 
percent in December 2007.  Average inflation rate (12 months moving average) 
was 5.4 percent compared to 2.1 percent in 2006. 
 
Food and non-food consumer price inflation increased to 9.5 percent and 2.1 
percent compared to 0.3 percent and 0.6 percent in December 2006.  Core 
inflation, which excludes prices of energy and volatile food items increased from 
0.3 percent in December 2006 to 6.0 percent in December 2007.  The increase in 
inflationary pressures is attributable to the persistent increase in global energy and 
food prices. 
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1.4 Monetary Developments 
Monetary policy in 2007 focused on keeping inflation below 5.0 percent, 
maintaining a stable exchange rate, and a viable external position for increased 
output growth and poverty reduction.  Monetary policy was conducted using 
reserve money as the operatingq target and money supply and inflation as 
intermediate and final targets respectively. 
 
Growth in money supply decelerated to 6.7 percent in 2007.  Reserve money 
growth, on the other hand, contracted from 24.3 percent in 2006 to negative 4.3 
percent in 2007. 
 
The net foreign assets (NFA) of the banking system declined to D3.9 billion due to 
the significant drop in the NFA of deposit money banks.  The net domestic assets 
(NDA) of the banking system, on the other hand, rose to D4.2 billion or by 23.9 
percent, reflecting revaluation losses emanating from the appreciation of the 
Dalasi.  The expanded growth in the NDA from 15.4 percent in 2006 to 23.9 percent 
in 2007 was sufficient to offset the impact of the drop in NFA on money supply. 
 
Reduced government borrowing requirement resulted to a decline in the banking 
system’s claims on government from 17.1 percent in 2006 to negative 24.7 percent 
during the year under review. 
 
1.5 Fiscal Developments 
The thrust of fiscal policy in 2007 continued to support the achievement of pro poor 
developmental objectives and reinforce the poverty reduction objective of 
Government.  Total revenue and grants during 2007 amounted to D3, 608.7 million 
(22.9 percent of GDP) or 16.8 percent over the outturn in 2006.  Domestic revenue 
rose to D3, 427.3 million (21.8 percent of GDP) or by 13.7 percent from 2006.  Total 
expenditure and net lending amounted to D3, 588.5 million or 22.8 percent of GDP, 
representing an annual increase of 5.4 percent. 
 
The overall budget balance, including grants, recorded a surplus of D20.2 million in 
2007, equivalent to 0.1 percent of GDP. 
 
1.6 Foreign Exchange Developments 
The exchange rate of the Dalasi continues to be market-determined to ensure a 
sustainable external sector as well as make Gambian goods and services 
competitive. 
 
The relative macroeconomic stability attained in the recent past, attributable to 
the implementation of prudent monetary policies, with some fiscal consolidation, 
supported the stability and strengthening of the Dalasi against major international 
currencies traded in the inter-bank market.  The exceptional appreciation, 
especially in the third quarter of 2007 was attributed to strong macroeconomic 
fundamentals as well as market sentiment. 
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Volume of transactions (purchase and sales) in the inter-bank foreign exchange 
market rose from US $1.21 billion in 2006 to US $1.71 billion in 2007, or 41.3 percent 
increase. 
 
Exchange rate movements showed that the dalasi appreciated against all the 
major currencies traded in the inter-bank market.  The Dalasi appreciated by 19.6 
percent, 17.5 percent, 9.3 percent, 8.1 percent and 14.2 percent against the US 
dollar, British Pound, Euro, CFA franc and Swedish Kroner respectively. 
 
1.7 Developments in the Financial Sector 
The Gambia’s financial sector remains attractive to both domestic and foreign 
investors as evident in the increased number of deposit money banks from seven in 
2005 and eight in 2006 to nine as at end-2007.  The industry’s total assets and 
capital and reserves increased to D10.4 billion and D1.14 billion as at end-
December 2007 compared to D9.29 billion and D1.07 billion in 2006 respectively.  
Banks’ total loans and advances and net fixed assets moved from D2.2 billion and 
D0.38 billion in 2006 to D2.65 billion and D0.55 billion as at end-December, 
2007.Accumulated net income declined by 26.0 percent from D247.73 million in 
2006 to D181.97 million in 2007. 
 
1.8  Balance of Payments Developments 
Government’s external sector policy continues to focus on building foreign 
reserves to levels that would adequately cushion the economy from external 
shocks.  In line with this objective, the strategy has been to encourage and 
promote exports as well as inward investments. 
 
The overall balance of payments estimate for 2007 indicated a surplus of D741.68 
million ($29.82 million) compared to a surplus of D309.31 million ($11.02 million) in 
2006.  The capital and financial account balance increased to a surplus of D2.2 
billion from D2.15 billion in 2006. 
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2.0 GROSS DOMESTIC PRODUCTION (GDP) 
 
2.1 Background 
 
Gross Domestic Product (GDP) grew by 7.7 per cent in 2006, from 6.9 per cent in 
2005.  For 2007, GDP growth is estimated at 6.9 percent. Output growth was broad 
based with agricultural value-added estimated at 1.3 per cent, industry (0.4 per 
cent) and services (11.3 per cent).  
 
 Figure 1: Real GDP (at Factor Cost) Growth Rates 
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It is noteworthy that GDP growth rates of 6.9 per cent in 2005, 7.7 per cent in 2006 
and 6.9 per cent in 2007 are higher than the population growth rate of 2.7 per 
cent. These growth rates are also within the 6 - 7 per cent range commonly used 
as a marker, if a country is to achieve the Millennium Development Goal of 
reducing poverty by 2015. 
 
Figure 2: 

Real GDP (at Factor Cost) Sectoral Growth Rates
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(a)   Agriculture 
Agricultural output is estimated at 1.3 per cent less than the growth rate of 6.5 per 
cent in 2006. It is estimated to have contributed 28.2 per cent to GDP in 2007. Of 
this proportion, crop production accounted for 21.1 per cent, livestock 4.5 per 
cent, fishing 2.1 per cent, and forestry 0.5 per cent. Thus, agricultural production is 
the second largest contributor to GDP. 
 
Statistics from the Department of State for Agriculture, which shows production 
data at farm level, indicated that agricultural output for 2007 is projected at 
394,044 metric tonnes, representing an increase of 7.0 percent over the 2006 
output of 372,270 metric tonnes. The increase is attributable to the output growth 
of 51.0 percent, 23.2 percent and 19.3 percent for swamp rice, new groundnut 
variety (73/33) and upland rice respectively. In contrast, the output in old 
groundnut production dropped by 2.2 percent from 73,064 metric tonnes to 71,488 
metric tonnes. This has been the trend for the old groundnut variety for the past 
two years. The area cultivated during the past years, shows a shift from the 
cultivation of old groundnut variety to new groundnut variety and hence may 
contribute to the reduction in the production of the former variety.  
 
(b)  Industrial Sector 
Industrial output is estimated to have dropped by 0.4 per cent in 2007, a rate far 
below the 21.9 per cent realized in 2006. The industrial sector’s performance in 
2007 was relatively weaker than that of 2006. Building and construction sub sector 
recorded a decline from 40 per cent in 2006 to 9.9 per cent in 2007; electricity and 
water increased from1.0 per cent in 2005 to a rise of 6.0 per cent in 2006 and then 
further to 17.0 per cent in 2007. Industrial output is estimated to have contributed 
about 11.4 per cent to the economy in 2007.  
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Figure 3: 
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(c )  Services Sector 
The services sector is estimated to have grown by 11.28 per cent, more than the 
rate of 5.8 per cent in 2006. Trade, hotels and restaurants output are estimated at 
8.2 per cent and 18.0 percent respectively, more than the respective rates of 1.4 
per cent and 6.0 per cent in the previous year. The output of public administration 
increased by 8.0 per cent whilst the value-added of transportation reduced by 
0.50 per cent and communications increased by 25 per cent, real estates 
performance declined by 5.10 per cent, whilst business services and other services 
(banking insurance, personal and household services, social and recreational and 
related services) are estimated to grow by 5.10 per cent, and 2.7 per cent 
respectively. Improvements were made in the communications sub-sector from 18 
per cent in 2006 to 25 per cent in 2007. The services sector remains the primary 
contributor to the economy and accounts for 60.4 per cent of output growth in 
2007.  
 
The economic expansion in 2007 is expected to be maintained in the near term, 
particularly in light of good rainfall, which should substantially increase agricultural 
production, expand the services sector and sustain the growth of the construction 
sector. The continued long-run macroeconomic stability should ensure a non-
volatile economic growth and increased employment. 
 
3.0 AGRICULTURAL PRODUCTION 
Agricultural production in the Gambia has over the years encountered some 
major set backs ranging from inconsistent weather conditions to poor marketing 
arrangements. Consequently, the contribution of agriculture to the overall GPD 
declined steadily during this period.  In 2007, the contribution of agriculture to the 
overall GDP declined slightly to 27.3 percent from 27.9 percent in 2006. 
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Nonetheless, the Gambian economy, like many developing countries, is still heavily 
dependent on agriculture.  Majority of the Gambian rural work force depend on 
production of basic food crops for their livelihood while groundnut production 
remains the basic provider of rural household income and a major foreign 
exchange earner. 
 
(a) Groundnut Production 
Despite the increase in the area cultivated, groundnut production declined both 
in terms of output and yield per hectare (kg/ha) due mainly to poor rains during 
the latter part of the crop season. Total output of groundnut decreased to 72,557 
metric tonnes or by 11.3 per cent in 2007 relative to the 2006 crop season. Total 
area cultivated increased by 6.5 per cent whilst average output per hectare 
(kg/ha) fell by 16.7 per cent. 
 
Figure 4: 
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The protracted growth in GDP over the years is not reflected in the agricultural sector. In particular, output in 
groundnut production declined sharply from 2005 through to 2007. 
 
(b) Cereal Production 
Cereal production which comprises principal food crops such as sorghum, maize, 
millet and rice, declined to 149,940 metric tonnes or by 18.2 per cent compared to 
the output in 2006. However, the total area exploited for cereal cultivation 
increased marginally by 1.9 per cent. 
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Figure 5: 

Output of Principal Crops
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Inconsistent weather conditions, among other factors, contributed to the decline in  
the production of groundnut, rice and other food crops. 
 
 
(i) Coarse grains 
Production of coarse grains (millet, sorghum and maize), declined to 138,545 
metric tonnes or by 17.3 percent in 2007 relative to the 2006 cropping season. In 
contrast, total area cultivated increased by 1.29 per cent.  
 
In 2007, output of early millet fell substantially to 75,825 metric tones or by 26.8 
percent while average yield per hectare (kg/ha) decreased by 21.2 percent.  
Similarly, total area planted decreased to 94,151 hectares in 2007 compared to 
101, 397 hectares in 2006. 
 
Late millet production declined by 8.6 per cent despite the 18.5 per cent rise in the 
total area cultivated. Reflecting inadequate rains and other adverse weather 
conditions, average yield fell to 761 kg/ha or by 22.9 per cent. 
 
Output of sorghum fell to 17,951 metric tones or by 11.4 per cent despite an 
increase in the total area planted to 21,720 hectares in 2007 from 18,960 hectares 
in 2006. Average yield per hectare dropped to 826 kg/ha in 2007 relative to 1069 
kg/ha in 2006. 
 
Maize production in contrast increased by 7.8 per cent although average yield 
dropped by 3.8 per cent compared to 2006. Total area planted rose to 36,156 
hectares or by 12.1 per cent. 
 
(ii) Rice 
Rice is the staple food in the Gambia. Greater quantity of rice consumed 
domestically is imported increasing the economy’s risk to high imported inflation 
resulting from rising food prices. Rice is produced in small quantities by rural 
subsistence farmers using crude farming techniques and more labour intensive 



 19

equipment. The most common varieties of rice include upland and swamp rice. 
Despite the introduction of new draught resistant varieties, rice production 
continued to decline over the years. 
 
Figure 6: 
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Despite the introduction of new varieties, rice production has been on the decline since 2004.  
 
In 2007, rice production declined substantially to 11,395 metric tones or by 28.0 
percent whilst the total area cultivated increased to 16,588 hectares or by 9.2 
percent relative to 2006. 
 
However, upland rice declined both in terms of output and average yield per 
hectare by 19.1 percent and 23.1 percent respectively. Total area of land used for 
upland rice production increased by 5.2 per cent compared to the previous year. 
 
Similarly, swamp rice production declined markedly to 3,749 metric tonnes or by 
41.3 per cent whilst total area planted increased to 5,866 hectares or by 17.2 per 
cent. Consequently, average yield also fell by 49.9 per cent. 
 
4.0 TOURISM 
Tourism has been and still is the fastest growing sector of the Gambian economy 
both in terms of tourist infrastructure development and overall contribution to GDP.  
The industry growth rate averages 6.0 per cent per annum and provides direct and 
indirect employment for the majority of Gambians. Tourism has the potential to 
reduce poverty through increased earnings, employment and productivity. 
 
The number of air-charter tourists that visited The Gambia during the first three 
months of 2008 totaled 64, 542 or 26.5 per cent higher than the previous quarter.  
Year-on-year, the number of air-charter tourists rose by 11.3 per cent from 57,972 in 
the first quarter of 2007 to 64,542 in the first quarter of 2008. 
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4.1  Number of Air Charter Tourist 
The number of air-chartered tourists that visited The Gambia in 2006 totaled 
124,800 or 15.7 percent higher than 2005. In 2007, the number of air-chartered 
tourists rose by 14.3 percent to 142,626. 
  
The increase in the number of air chartered tourists could be attributed largely to 
the vigorous marketing by Gambia Tourism Authority (GTA) and tour operators.   
The improved performance was more pronounced in the first and fourth quarters 
of 2007 which is the most active period of The Gambia’s tourist season. Total 
arrivals during these periods were 57,972 and 51,041 compared to 43,543 and 
43,325 in the corresponding quarters of 2006. 
 
Figure 7: 
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4.2 Air Chartered Tourists by Nationality 
The Great Britain continued to be the most important source market, accounting 
for 46 per cent of total arrivals compared with 42 per cent in 2006.  Arrivals from 
Britain totaled 66,043, or 25 percent increase from the previous year. Visitors from 
Germany fell to 6,418 or by 2 percent during the same period.  Air charter tourist 
arrivals from Scandinavia totaled 15,042, or a 35 percent increase compared to a 
year earlier.  Over 90 per cent of tourists visited the country for holidays and leisure 
whilst 47.4 per cent of the visitors stayed for one to two weeks. 
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Table 1: Income from Tourism 
 

Arrival Of Air-Chartered Tourist In The Gambia 
  2006 2007 

Number Of Air-Chartered Visitors          121,335            142,626
Average Out Of Pocket Expenditure(Gmd) 500 500
Average Length Of Stay 13 13
Hotel Rate Per Night(Gbp) 12 12
Departure Fees (Gmd) 170 170
Tourist Arrival Tax (Gbp) 5 5
Average Exchange Rate(Gmd/Gbp) 53.89 44.46
TOTAL OUT OF POCKET EXPENDITURE(In Millions)    788,677,500.00      927,069,000.00 
Income From Arrival Fees(Gmd)     32,693,715.75        31,705,759.80 
Income From Departure Fees     20,626,950.00        24,246,420.00 
INCOME FROM HOTEL BED (In Million)     18,928,260.00        22,249,656.00 
TOTAL INCOME FROM AIR-CHARTERED TOURIST(In Million)    860,926,425.75    1,005,270,835.80 

 
 
Total income from air-chartered tourism increased to D1.0 billion in 2007 or by 17 
percent compared to 2006.  All the components of income from air-chartered 
tourists increased significantly with the exception of income from arrival fees 
(GMD), which decreased slightly by 3 percent, attributable to the differential in 
exchange rate, following the appreciation of the Dalasi in the latter part of 2007.  
Total out-of-pocket expenditure, departure fees and earnings from hotel beds 
grew to D927.1 million, D24.2 million and D22.2 million respectively in 2007 from 
D788.7 million, D20.6 million and D18.9 million respectively in 2006. 
 
5.0 INFLATION 
 
5.1 Headline Inflation  
Headline inflation remained stable throughout 2007 despite the emergence of 
inflationary pressures resulting from rising global energy and food prices.  The 
appreciation of the Dalasi and relatively tight monetary conditions helped contain 
the price shocks. 
 
The Consumer Price Index (CPI), which earlier measured the consumption pattern 
of low-income population of Banjul and Kombo St. Mary area, was re-structured 
based on the 2004 Integrated Household Survey to cover the entire country. The 
new National Consumer Price Index (NCPI) (base: August 2004) proved to reflect a 
more accurate and reliable measure of inflation in the economy.  
 
End-period inflation, measured by the NCPI rose to 6.02 per cent at end-
December 2007 from 0.42 per cent at end-December 2006. Annual average 
inflation stood at 5.4 percent compared to 2.1 per cent in 2006. 
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Figure 8: Headline, Food and Non-food Inflation 
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5.2 Food Inflation   
Food price inflation accelerated to 9.5 per cent at end-December 2007 from 0.3 
per cent in December 2006, reflecting the effects of rising global food and fuel 
prices.  The increase in food inflation was driven mainly by “oils and fats”, “fruits 
and nuts” and “vegetables, roots and tubers”, which rose to 37.2 percent, 22.4 
percent and 18.5 percent compared to negative growth rates of 1.9 per cent, 6.4 
per cent and 1.4 per cent respectively.   
 
  Figure 9: Food Inflation 
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5.3 Non-food Inflation 
Prices of non-food items were relatively stable and non-volatile throughout the 
year. Non-food inflation increased to 2.1 per cent at end-December 2007 from 
0.59 per cent in the same period last year. Prices of “housing, water, electricity, gas 
and other fuels”, “furnishings, household equipment, etc”, “hotels, cafes and 
restaurants” and “miscellaneous goods and services”  rose to 2.0 per cent, 2.7 per 
cent, 3.2 per cent and 7.1 per cent relative to negative 2.4 per cent, 2.1 per cent,  
negative 3.5 percent and 2.3 percent respectively. 
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Figure 10: Non-Food Inflation 
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5.4 Core measure of Inflation 
The first measure of core inflation, core 1, which strips out energy and utility prices, 
rose to 6.0 per cent from 0.3 per cent a year ago. During the course of the year, 
core 1 increased to 7.1 per cent in the first quarter before declining to 6.2 per cent 
and 5.7 per cent in the second and third quarters of 2007 respectively. 
 
Table 2: Measures of inflation 
 
 2006 2007 
  

Dec 
 
Jan 

 
Feb 

 
Mar 

 
Apr 

 
May 

 
Jun 

 
Jul 

 
Aug 

 
Sep 

 
Oct 

 
Nov 

 
Dec 

Headline 0.42 2.01 2.08 4.22 6.26 6.56 6.42 6.33 6.37 6.03 5.98 6.04 6.02 
Core 1 0.26 3.36 2.17 7.05 7.91 6.87 6.21 6.24 6.40 5.70 5.93 6.11 5.99 
Core 2 0.82 1.04 2.04 2.64 5.45 6.41 7.00 6.40 6.34 6.05 5.98 6.11 6.02 
Food 0.25 2.08 2.17 6.29 9.67 10.0 9.92 9.72 9.80 9.27 9.24 9.38 9.46 
Non-food 0.59 1.97 2.02 1.91 2.42 2.66 2.48 2.50 2.49 2.39 2.42 2.28 2.14 
 
Core 2, which further excludes the effects of volatile food items, established a 
steady upward trend in the first half of the year to reach a peak of 7.0 per cent at 
the end of the second quarter. The second half of 2007 was characterized by a 
slow reversal of the trend. At year-end December 2007, core 2 inflation stood at 6.0 
per cent, still higher than the 0.8 per cent recorded a year earlier.  
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Figure 11: 
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6.0 MONETARY DEVELOPMENTS  
 
6.1 Monetary Policy  
The thrust of monetary policy in the Gambia in 2007 was containing inflation below 
5 per cent, maintain exchange rate stability and build up foreign reserves to 
cushion the economy against external shocks. To this end, the central bank 
continued to rely on open market operations (OMO) to manage liquidity in the 
economy. 
 
To achieve the inflation target, reserve money and money supply were projected 
to grow by 10.9 per cent and 12.2 per cent by end 2007 assuming stable velocity 
and money multiplier ratios of 1.93 and 3.05 respectively. 
 
6.2 Monetary Policy Instruments  
The central bank uses the following instruments in the conduct of monetary policy: 
open market operations, interest rates, reserves requirements, and foreign 
exchange intervention and discount and rediscount windows. 
 
6.2.1 Open market operations (OMO) 
The central bank has continued to rely on open market operations as the primary 
instrument of monetary policy, with the treasury bills rediscount rate serving as the 
main signaling mechanism.  The aims of OMO are to mop up excess liquidity, 
achieve positive real interest rates and contribute to price stability. 
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6.2.2 Treasury Bills 
The Central Bank conducts OMO using Gambia Government Securities, mainly 
Treasury bills.  Due to the build-up of inflationary pressures, OMO were intensified in 
2007 resulting in an increase in the stock of outstanding Treasury bills to D4.3 billion, 
or by 2.9 percent. 
 
Figure 12: Treasury Bills 
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Figure 13: Outstanding Treasury Bills 
 

 
 
6.2.3 Interest rates 
Interest rates policy continued to focus on achieving efficient resource allocation 
of loanable funds and effective resource mobilization to promote macroeconomic 
stability. Through the monetary policy transmission mechanism, changes in the 
official interest rates are transmitted to the real economy through the money, 
credit and exchange rate channels. 
 
The formation of the monetary policy committee in 2004 saw the Bank shifting from 
the use of the treasury bills discount rates as the policy rate to the rediscount rate. 
The decision for the rediscount rate provides a better signaling mechanism about  
policy stance. 
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Figure 14: CBG Rediscount Rate 
 

 
 
The rediscount rate was 14.0 per cent in 2006. Due to the build-up of inflationary 
pressures emanating from developments in the global energy and food prices, the 
rate was increased by one percentage point to 15.0 per cent during the year 
under review. 
 
Commercial banks lending rates changed from a range of 18.0 to 27.0 per cent in 
2007 compared to 18.0 to 28.0 per cent in 2006. Deposit rates ranged from 7.0 to 
12.9 per cent for one year time deposits and 5.0 to 7.0 for savings deposits 
compared to 6.0 to 13.0 percent and 5.0 to 7.0 per cent in 2006 respectively. 
 
6.2.4 Reserve Requirements 
Commercial banks are mandated to maintain reserve deposits with the central 
bank. The reserves are held on a bi-weekly basis but are allowed to go below the 
required ratio at times, provided that on average, the ratio is maintained. The Bank 
does not remunerate balances held as part of reserves but imposes a penalty on 
banks that do not meet the requirement equivalent to 3.0 percentage points 
above the policy rate on a daily basis. 
 
6.2.5 Rediscount Window 
 The Central Bank is obliged to rediscount treasury bills in the rediscount window at 
a penalty rate equivalent to 3.0 percentage points above the policy rate. In 
addition, banks in need of short-term liquidity may also borrow from the central 
Bank discount window at the market rate. The facility was used by only one bank 
in 2007 reflecting the fact that they could resort to rediscounts but mainly because 
banks were generally liquid. 
 
6.2.6 Foreign Exchange Intervention 
Foreign exchange intervention which is the buying and selling of foreign 
exchange, is generally undertaken by the Central Bank to defend the exchange 
rate, achieve the desired level of international reserves, pay for imports and meet 
debt service obligations.  Foreign exchange interventions also impact the banking 
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system’s liquidity levels and stance of monetary policy.  In other words, foreign 
exchange interventions are used to complement OMO. 
 
During the year under review, the Bank purchased and sold foreign exchange 
amounting to D484.3 million and D131.8 million, compared to D551.7 million and 
D0.0 million in 2006 respectively. 
 
6.3 Money Supply Growth 
Broad money (M2) growth in 2007 was 6.7 percent, down from a high of 26.2 
percent a year earlier but below the rate of 13.3 percent projected under the 
PRGF Program. The growth in M2 during the period under review was underpinned 
by the marked increase in the net domestic assets of the banking system, which 
was partly moderated by the decline in its net foreign assets.  
 
The growth in money supply resulted from increased deposit growth, in particular, 
quasi money.  Quasi money, which comprises savings and time deposits, rose to 
D4.1 billion or by 13.8 percent from the previous year. Savings and time deposits 
increased by 5.4 percent and 33.0 percent respectively. Correspondingly, the 
share of quasi money to broad money grew from 46.1 percent at end- December 
2006 to 49.1 percent at end-December 2007.  
 
Narrow money (M1), comprising currency outside banks and demand deposits 
increased to D4.2 billion or by 0.6 percent from end-December 2006. 
While demand deposits rose by 12.1 percent, currency outside banks declined by 
12.8 percent during the same period. The ratio of narrow money to broad money, 
declined from 54.0 percent at end-December 2006 to 50.9 percent at end-
December 2007.  
 
Figure 15: Money Supply in (D’millions) 
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6.4 Factors Affecting Money Supply 
 
6.4.1 Net Foreign Assets (NFA) 
The NFA of the banking system fell to D4.0 billion from D4.3 billion in 2006 largely as 
a result of the significant decline in the NFA of deposit money banks by 33.5 
percent. Comparatively, the NFA of the Monetary Authorities rose slightly by 6.5 
percent to D3.1 billion. Central Bank’s gross official reserves and foreign liabilities 
declined by 4.4 percent and 66.7 percent respectively. Contrarily, deposit money 
banks’ foreign assets decreased to D1.5 billion or by 4.1 percent whilst their foreign 
liabilities increased to D0.5 billion, or by 760.8 percent. 
 
Table 3:    Monetary Survey in (D’millions) 
 
  Dec. -06 % ∆ Dec.-07 % ∆ 
Net Foreign Assets  4330.40 36.4 4026.71 -7.0 
      
Monetary Authorities  2866.27 36.1 3053.67 6.5 
     Foreign assets  3369.36 22.7 3221.03 -4.4 
     Foreign liabilities  -503.09 -21.3 -167.36 -66.7 
Commercial banks  1464.13 37.0 973.04 -33.5 
      
Net Domestic Assets  3427.20 15.4 4247.20 23.9 
Domestic Credit  4259.20 21.3 4200.46 -1.4 
    Claims on Government, net  1504.12 94.4 1188.62 -21.0 
    Advances to Govt. in Foreign currency  74.74 -87.0 0 -100.0 
    Claims on Public Entities  267.54 3.0 228.57 -14.6 
     Claims on Private Sector  2412.80 31.4 2783.27 15.4 
Other items, net  -832.00 26.8 46.74 -105.6 
 o/w:  Revaluation account  -116.79 -54.3 457.69 -491.9 
      
Broad Money  7757.60 26.2 8273.90 6.7 
     Narrow Money  4185.40 133.6 4208.52 0.6 
     Quasi-Money  3572.20 26.5 4065.39 13.8  

 
6.4.2 Net Domestic Assets (NDA) 
The NDA of the banking system rose to D4.24 billion or by 23.9 percent due in the 
main to the increase in other items net. Other items net grew from negative D832.0 
million to D46.7 million, reflecting revaluation losses, emanating from the 
appreciation of the Dalasi. Domestic credit, on the other hand, fell slightly to D4.2 
billion or by 1.4 percent, of which credit to government and public entities 
decreased by 21.0 percent and 14.6 percent respectively. In contrast, private 
sector credit rose markedly by 15.4 percent to D2.8 billion at end-December 2007 
compared to 2006. 
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6.5 Reserve Money Growth 
In the Bank’s monetary framework, reserve money is used as the operating target 
and money supply and inflation as the intermediate and ultimate targets 
respectively.  The government in consultation with the IMF set the annual reserve 
money target, the basis on which the Bank conducts its monetary policy. 
 
Reserve money growth year-on-year contracted by 4.3 percent in 2007 compared 
to a growth rate of 24.3 percent a year earlier but far below the 10.6 growth rate 
projected for 2007. The contraction in reserve money reflects tightened monetary 
policy by the CBG in 2007 evidenced in the contraction in currency issued as 
reserves of commercial banks rose marginally. 
 
Table 4: Summary Accounts of the Central Bank of The Gambia in (D’millions) 
 

 Dec-06 % ∆ Dec-07 % ∆ 
Net Foreign Assets 2866.27 36.1 3053.67 6.5 
    Foreign assets 3369.36 22.7 3221.03 -4.4 
    Foreign liabilities 503.09 -21.3 167.36 -66.7 
     
Net Domestic Assets 0.2 -99.9 -309.13 -154665.0 
    Domestic Credit -167.98 460.8 -903.44 451.0 
        Claims on Government, net -623.25 -37.0 -1294.04       107.6 
        Gross claims 338.88 -51.3 371.8 9.2 
         less Government deposits 962.13 -42.9 1665.87 73.1 
   Adv. to Govt. in Foreign currency 74.74 -87.0 0 -100.0 
         Claims on Public Entities 136.91 0.0 136.91 0.0 
         Claims on Private Sector 214.00 0.0 220.07 2.8 
         Claims on Deposit Money     Banks, net 33.62 0.0 33.62 0.0 
Other items, net 164.18 -28.7 594.31 262.0 
     o/w  Revaluation account -116.79 -136.0 457.69 -491.9 
     
Reserve Money 2866.47 24.3 2744.54 -4.3 
 Currency in circulation (I.e issued) 2087.17 35.8 1893.50 -9.3 
Reserves of the commercial banks 779.30 1.3 851.04 9.2 

 
The NFA of the Bank increased modestly by 6.5 percent over the twelve-months 
ending December 2007 relative to a remarkable growth of 36.1 percent in the 
corresponding period of the previous year. CBG’s net domestic assets (NDA) 
decreased significantly from D0.2 million in 2006 to negative D309.13 million in 2007 
reflecting revaluation losses, resulting from the appreciation of the Dalasi. 
 
Actual reserve money for 2007 fell below its quarterly targets of D2,643.7 million, 
D2,653.5 million, D2,639.8 million  and D3,052.5 for end- March, June, September 
and December by D15.6 million,  D17.1 million, D4.3 million and D308.0 million 
respectively. 
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Figure 16: NFA, NDA and RM of the Central Bank in (D’millions) 

 
 
 
7.0   FOREIGN EXCHANGE DEVELOPMENTS 
 
The relative stability attained in the external sector in the recent past, attributable 
to the implementation of prudent monetary policies with some fiscal consolidation, 
has facilitated the stability and strengthening of the Dalasi against other 
internationally traded currencies, in particular, the US dollar.  This follows the sharp 
appreciation in the third quarter of 2007 which saw the Dalasi gain momentum 
against all the major international currencies traded in the inter-bank foreign 
exchange market.  Volume of transactions increased to D38.5 billion (US $1.7 
billion) in 2007 from D34.0 billion (US $1.2 billion) in 2006.  Year-on-year, the 
domestic currency remains strong, although it did lose some grounds against all 
the major currencies from the third quarter of 2007 to the end of the fourth quarter 
of 2007.  The US dollar remains the most traded currency in the domestic inter-bank 
market accounting for 62.34 percent of total transaction volumes in 2007. 
 
7.1 Volume of Transactions 
Total volume of transactions in the inter-bank market measured by aggregate 
sales and purchases of foreign exchange increased to D38.5 billion, or by 12.9 
percent from 2006, reflecting mainly increased foreign inflows.  Supply of foreign 
currency gauged by total purchases, grew to D19.1 billion, or by 6.4 percent whilst 
sales, indicative of demand rose to D19.3 billion or by 20.4 percent from 2006.    
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Table 5:   Volume of Transactions in the Inter-bank Market (in D’millions) 
 
 2006 2007 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 
Purchases 3812.56 4277.55 4446.0 5454.3 5662.5 5388.6 4744.4 3341.0 
Sales 3800.59 3826.35 3738.4 4714.9 4968.7 5721.5 5070 3582.9 
Total 7613.15 8103.90 8184.4 10169 10631 11110 9814.3 6923.9 
 
7.2 Market Share of Key Currencies 
A decomposition of transaction volumes in the inter-bank market by currency 
revealed that the US dollar remains the dominant currency, accounting for 62.34 
percent of the total, slightly up from 61.67 percent in 2006.  The market share of the 
Pound Sterling increased from 14.6 percent in 2006 to 15.24 percent during the 
review period whilst the market share of the euro edged up slightly to 21.21 
percent from 21.19 percent in the preceding year.  Transactions in Swedish Kroner 
dropped from 0.46 percent in 2006 to 0.43 percent in 2007.  Similarly, transactions in 
other currencies declined from 0.99 percent in 2006 to 0.51 percent in the year 
under review. 
 
Table 6:   Market Share of Key Currencies (%) 

 2006 2007   
 Period Q4 Q1 Q2 Q3 Q4 

USD 59.27 60.38 63.35 61.92 64.3 

GBP 15.71 15.48 14.81 13.99 13.84 

CFA 0.5 0.46 0.55 0.57 0.53 

EURO 23.02 22.06 20.39 22.24 19.7 

CHF - 0.35 0.32 0.57 0.23 

SEK 0.49 0.51 0.37 0.51 0.46 

Other 0.99 0.76 0.2 0.29 0.93 
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Figure 17:    Market Share of Key Currencies in the Inter-bank Market as at Quarter 4, 2007 
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Table 7:    Market Share by Participant 
 
2007 

 Q1 Q2   Q3 Q4  

Participant 
Mkt. Share  
(%) 

Mkt. Share  
(%) 

Mkt. Share  
(%) 

Mkt. Share  
(%) 

Commercial 
Banks 86.5 85.3 87.3 86.3 

Bureaux 13.5 14.7 12.7 13.7 
 
7.3 Exchange Rate Movements 
Year-on-year, the domestic currency appreciated against all the major currencies 
in the inter-bank foreign exchange market.  In 2007, the Dalasi appreciated by 19.6 
percent, 17.5 percent, 9.3 percent, 8.1 percent and 14.2 percent against the US 
dollar, British Pound, Euro, CFA Franc and Swedish Kroner respectively. 
 
Exchange rate movements at the end of the last quarter of 2007 indicated a 
reversal of the appreciation of the Dalasi relative to all major international 
currencies that had characterized the major part of the second half of 2007.  From 
end-September 2007, the Dalasi weakened by 18.2 percent to D22.5394 per US 
Dollar at end-December, 2007. The Domestic currency depreciated by 14.4 
percent, 19.7 percent, 23.3 per cent and 8.1 percent against the British Pound, 
Euro, CFA Franc and Swedish Kroner respectively.   
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Table 8:   Nominal Exchange Rate Movements from Quarter 1,    
                2006 to Quarter 4, 2007 
 

  GBP USD SEK CFA EURO 

2006  Q1 49.22 28.14 354.20 256.62 33.86 

Q2 51.01 28.05 355.25 267.35 34.92 

Q3 52.36 28.04 362.17 264.48 35.47 

Q4 53.89 28.05 383.72 277.37 36.20 

2007  Q1 53.61 27.68 367.55 274.54 36.29 

Q2 52.76 26.52 373.92 272.31 35.68 

Q3 38.85 19.069 304.7 206.68 27.43 

Q4 43.46 22.54 329.25 254.82 32.82 
 
 
Table 9:  Monthly Exchange Rate Movements in 2007 
 
Period 

 
GBP 

 
USD 

 
CHF 

 
SEK(100) 

 
CFA(5,000) 

 
Euro 

January -0.09 -0.24 0.00 1.31 -2.16 0.00 
February 0.07 -0.30 -1.37 -0.46 0.10 -0.45 
March -0.51 -0.76 1.57 -4.86 1.03 0.59 
April 0.07 -0.66 0.97 3.07 -0.28 0.25 
May -0.70 -0.90 -1.71 -3.32 2.42 -0.64 
June -0.95 -2.70 -3.87 2.09 -2.88 -1.30 
July -1.77 -4.55 4.92 -1.59 -3.11 -0.75 
August -8.46 -8.24 -14.49 -3.38 -7.44 -10.22 
September -18.12 -17.90 -17.07 -14.29 -15.37 -13.73 
October 3.11 1.99 5.04 -11.64 6.49 -0.90 
November 8.83 9.73 14.47 9.75 6.97 11.47 
December 1.98 5.6 2.95 11.43 8.23 8.33 
Note: (+) Depreciation and (-) Appreciation 
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Figure 18:  Exchange Rate Movements 
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7.4 Nominal effective Exchange Rate (NEER) 
The nominal effective exchange rate (Weighted, 2005=100) index measures the 
value of the Dalasi vis-à-vis the five major partner currencies in the inter-bank 
market.   In nominal effective terms, the Dalasi appreciated by 16.9 percent in 
2007 relative to 2006.  From December 2006, the Dalasi appreciated by 0.8 per 
cent, 3.9 per cent and 29.4 percent in March, June and September 2007 
respectively. In contrast, the Dalasi depreciated by 17.8 percent in nominal 
effective terms from end- September 2007 to December 2007. 
 
Table 10: Nominal Exchange Rate Index 
  GBP  USD SEK CFA Euro OVERALL 
Weights 
(2005=100) 18.1 59.7 0.7 0.6 20.9 100.0 

Monthly 
Changes* 

2006    Dec. 108.2 99.7 110.6 110.1 107.4 103.0 0.9 
2007     Jan 108.1 99.4 111.8 107.8 107.5 102.8 -0.1 
Feb 108.2 99.1 111.3 107.9 107.0 102.6 -0.3 
Mar 107.7 98.4 105.9 109.0 107.6 102.1 -0.4 
Apr 107.8 97.7 109.1 108.7 107.9 101.8 -0.3 
May 107.0 96.9 105.5 111.3 107.2 101.0 -0.8 
Jun 106.0 94.2 107.7 108.1 105.8 99.0 -2.0 

Jul 104.1 90.0 106.0 104.7 105.0 95.9 -3.1 
Aug 95.3 82.6 102.4 96.9 94.3 87.5 -8.7 
Sep 78.0 67.8 87.8 82.0 81.4 72.7 -17.0 
Oct 80.5 69.1 77.6 87.4 80.6 73.7 1.4 
Nov 87.6 75.9 85.1 93.5 89.9 81.1 9.9 
Dec 89.3 80.1 94.9 101.16 97.4 85.6 5.5 

* (+) indicates depreciation and (-) indicates appreciation 
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Figure 19: 

Monthly Movements in the NEER
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8.0 DEVELOPMENTS IN THE FINANCIAL SECTOR 
 
Banking Sector 

8.1   Assets 
Total assets of commercial banks increased to D10.4 billion in 2007, a growth of 
12.0 percent from the previous year. All asset components increased except bills 
purchased and discounted and acceptances, endorsements and guarantees 
which fell significantly from D0.5 billion and D1.3 billion in 2006 to D9.3 million and 
D1.2 billion respectively. 
 
Investments which accounted for 28.5 percent of total assets increased by 19.8 
percent to D3.0 billion and balances due from other banks also increased by 4.7 
percent to D2.1 billion during the review period.  Correspondingly, net fixed assets 
and other assets also increased to D0.6 billion and 0.7 billion or by 45.6 percent 
and 23.3 percent respectively and accounted for 5.3 percent and 6.4 percent of 
total assets respectively. 
 
Government sector investment and loans and advances also rose by 19.2 percent 
and 13.6 percent respectively from the preceding year.   
 
8.2 Liabilities 
Deposit money banks total liabilities amounted to D10.4 billion in 2007, an increase 
of 12.0 percent from 2006.Total deposit liabilities rose markedly by 13.1 percent to 
D6.6 billion in 2007. Demand and Savings deposits grew by 12.0 percent and 5.4 
percent respectively from the previous year and Time deposits amounted to D1.5 
billion, an increase of 33.0 percent from 2006.  Deposit liabilities accounted for 63.3 
percent of total liabilities compared to 56.0 percent in 2006.  
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Whilst acceptances, endorsements and guarantees and other liabilities fell by 4.7 
percent and 8.6 percent respectively during the review period, balances due to 
other banks increased significantly by 858.0 percent to D0.2 billion in 2007. 
 
8.3 Commercial Banks’ Income Statement 
Commercial banks’ total profit before tax rose by 173 percent to D153 million in 
2007.  Even though interest income rose, interest and non-interest expenses also 
rose as well during the same period. 
 
8.4 Revenue 
Commercial banks derive revenue from both interest and non-interest sources.  
Net interest is the difference between the income earned and interest paid to 
depositors and non-interest income comprises mainly revenue from commission on 
turnover, purchase and sale of foreign currency and bank charges. 
 
Interest income amounted to D0.2 billion or an increase of 23.8 percent while net 
interest income increased by 22.6 percent.  Correspondingly, non-interest income 
also rose to D0.2 billion from D0.1 billion in 2006 and accounted for 47.0 percent of 
gross income. 
 
8.5 Expenditure 
Total operating expenditure of deposit money banks amounted to D209.9 million, 
or 36.4 percent above the 2006 level.  Salaries and other expenses rose to D66 
million and D97.3 million from D57.6 million and D54.9 million in 2006 respectively.   
 
8.6 Liquidity Position of Banks 
Banks need liquidity to meet obligations to borrowers, provide credit and meet 
other short-term commitments.  Total liquid assets of commercial banks rose slightly 
to D2.6 billion, or 0.1 percent from 2006 attributed to increased holdings of Treasury 
bills.  Treasury bill holdings, accounting for 41.1 percent of total liquid assets, 
increased to D1.1 billion in 2007 from D719.0 million in the preceding year.  Foreign 
cash holdings and foreign bank balances decreased to D171.6 million and D237.2 
million, or 11.6 percent and 70.4 percent from 2006 respectively.   
 
The industry continued to maintain liquid assets over and above the statutory 
requirement of 30.0 percent of total deposit liabilities.  In 2007, excess liquidity 
amounted to D756.0 million or 40.0 percent above the legal requirement, down 
from D984.1 million or 60.0 percent above the statutory requirement in 2006.  Banks’ 
cash reserves also exceeded the requirement by D585.7 million, or 61.0 percent 
compared to D1.0 billion or 119.0 percent in 2006. 
 
8.7     Micro-Finance Sector 
The Microfinance Department (MFD) of the Central Bank continues to play a 
pivotal role in the development of the Microfinance sector. In line with the 
changing nature of the sector, the Department carried out a review of the 
microfinance policy guidelines aimed at further deepening and building more 
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resilient and sustainable Microfinance Institutions (MFIs) as complement to the 
formal banking sector. 
 
The revised guidelines have raised the minimum paid-up capital for finance 
companies and Village Savings and Credit Associations (VISACA)  from D0.5m and 
D3,000 to D10m (D5.0m by June 2008 and D10.0m by June 2009) and D0.3m 
respectively. This is aimed at having a more competitive sector geared towards 
meeting the financial requirements of the non-bank sector. Additionally, they are 
required to observe capital adequacy ratios of 16 percent and gearing ratios of 
10.0. Under the new policy, finance companies can now conduct Foreign 
Exchange transactions if they meet the Foreign Exchange Bureau Licensing 
requirements.  
 
Finance companies and promoters of VISACAs have recently been briefed on the 
new policy objectives during which finance companies were encouraged to buy 
shares in the VISACAs of their choice and use them as agencies/branches.  It is 
hoped that the increased capitalization would spur in more viable MFIs that 
encourage a competitive environment which would enhance linkages of MFIs with 
the banking sector. 
 
In 2007, there were 62 VISACAs monitored by the Central Bank and membership to 
the VISACAs decreased by 4,968 members to level at 36,543.  Reflecting this 
decrease in membership, total savings declined by D1.2 million to level at D13.7 
million.  Total loans, on the other hand, registered an increase of D5.8 million, rising 
to D27.1 million in 2007. 
 
During 2007, total membership of Savings and Credit Companies or Finance 
Companies increased to 65,347 or by 20 percent from 2006.  Reflecting this growth 
in membership, overall deposits increased significantly from D35.6 million in 2006 to 
D120.7 million in 2007.   Similarly overall loans rose from D30.9 million in 2006 to level 
at D94.9 million by the end of 2007.  These large increases can be attributed mainly 
to the entry of Reliance Financial Services in the microfinance sector, bringing the 
total number of Finance Companies in the country to five. 
 
The National Association of Credit Unions (NACCUG) the umbrella organization of 
credit unions increased its total membership from 25,936 in 2006 to 27,054 in 2007.  
Mirroring this increase in membership, deposits and loans rose to D121.1 million and 
D111.1 million in 2007.  This is up 21 percent and 41 percent from the 2006 level 
respectively.   
 
Despite the improved performance, VISACAs continue to be stymied by weak 
managerial capabilities, the inability to attract and retain qualified personnel and 
weak linkages with the formal financial sector. With the revised microfinance 
policy guidelines, it is hoped that the proposed linkages with some VISACAs will 
add value and further ensure sustainable financial service delivery at all corners of 
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the country. The new capital requirements will enable MFIs to have adequate 
resources to finance their operations for the sake of viability and sustainability.  
 
9.0 BALANCE OF PAYMENTS (BOP) DEVELOPMENTS 
 
Overall balance of payments estimates for 2007 indicated a surplus of D741.68 
million ($29.82 million) compared to a surplus of D309.31 million ($11.02 million) in 
2006.  The capital and financial account balance increased to a surplus of D2.2 
billion from a surplus of D2.15 billion in 2006.  
 
Current account balance 

 
9.1 Merchandise Trade 
The trade deficit worsened during 2007 compared to the preceding year. At D3.52 
billion, the trade deficit widened by 10.7 percent over the previous year. The 
deterioration in the trade balance during the year under review is largely 
attributable to the expansion in imports which more than offset the increase in 
exports.  
 

  Table 11: 

 (D’ millions) 2003 2004 2005 2006 2007 
Goods  Balance -1874.74 -2881.87 -3379.99 -3181.28 -3520.38 
       Exports 1847.25 3207.32 2981.13 3055.35 3288.79 
       Imports -3721.99 -6089.18 -6361.12 -6236.63 -6809.17 

 

Total exports (including re-exports) rose to D3.29 billion in 2007 from D3.06 billion in 
2006, representing an increase of 7.6 percent. Re-exports increased to D2.78 billion 
or by 9.2 percent from D2.55 billion in 2006 and accounted for 91.3 percent of 
overall exports. Domestic exports declined to D266.34 million or by 17.2 percent 
and represents the remaining 7.8 percent of total export. Total imports rose to 
D6.81 billion in 2007 or by 9.2 percent compared to D6.24 billion in 2006. The 
increase in the value of imports mainly reflects the increase in global food and 
energy prices. Imports of petroleum and petroleum products accounted for 19.1 
percent of total imports in 2007. 
 
9.2 Services and Private Transfers 
The balance in the services account (net), comprising travel income, 
communication services, other business services, insurance, transportation and 
computer and information services rose from a deficit of D56.01 million a year ago 
to a surplus of D1.05 billion in 2007. 
 
Tourism, private transfers and foreign direct investment continued to be a major 
source of foreign exchange for the Gambian economy. The value of travel 
income increased from D1.77 billion in 2006 to D1.87 billion in 2007.  
Communication services balance, on the other hand, declined to D103.15 million 
from D181.71 million a year ago.   
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Private remittances continued to grow over the years largely as a result of the 
increase in the number of Gambians living and working abroad, increased money 
transfer channels and improved data collection.  However, in 2007, workers’ 
remittances declined by 45.4 percent, attributable to the appreciation of the 
dalasi against the major international currencies.   
 
Net Income from investment abroad and compensation of employees including 
embassies remains a deficit and continues to widen. The deficit deteriorated from 
D1.06 billion in 2006 to D1.11 billion in 2007.  
 
Consequent of the above developments, the current account deficit, including 
official transfers narrowed to D1.46 billion (10.2 per cent of GDP) in 2007 from a 
deficit of D1.84 billion (12.9 percent of GDP) in 2006.  
 

Figure 20: 
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9.3 Capital and Financial Account 
The capital and financial account surplus increased slightly from D2.15 billion in 
2006 to D2.20 billion in 2007, due in the main to receipts of HIPC and MDRI debt 
relief in 2007.  Government drawings on new loans declined to D333.64 million in 
2007 from D902.17 million in 2006. Similarly, total government loan repayments 
declined to D414.14 million from D431.26 million in 2006.  
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Figure 21: 
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Foreign direct investment declined to D1.9 billion in 2007 from D2.31 billion in 2006. 
Equity capital decreased to D1.47 billion in 2007 or by 26.5 percent from D2.0 billion 
in 2006. However, re-invested earnings increased to D433.36 million or by 40.5 
percent from D308.44 in 2006.  Reserve accumulation for the period under review is 
estimated at D148.33 million.   
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10.0 GOVERNMENT FISCAL OPERATIONS 
 
Introduction 
The fiscal operations of the government have a major impact on the overall 
economic output and resource allocation in any economy. In view of this 
fundamental macroeconomic role, the 2007 budget was drawn based primarily 
on the objectives of the government’s second Poverty Reduction Strategy Paper 
(PRSP II) and the goals of the Poverty Reduction and Growth Facility (PRGF) with 
the International Monetary Fund (IMF).  
 
Statistics on Government fiscal operations in 2007 indicated strong outcome due 
largely to improved performance in revenue collections and fiscal discipline. The 
overall budget balance including grants registered a surplus of 0.1 percent of GDP 
relative to a deficit of 2.2 percent of GDP in 2006. The overall budget deficit 
excluding grants also narrowed to 1.0 percent of GDP from 2.7 percent of GDP in 
2006. 
  
10.1 Total Revenue and Grants 
Total revenue and grants generated during 2007 amounted to D3, 608.7 million 
(22.9 percent of GDP), an increase of 16.8 percent over the outturn for 2006. This 
constituted 81.8 percent of the 2007 budget projection, the difference being 
accounted for by shortfall in grants. Grants totaled D181.4 million and were below 
target by D909.7 million, reflecting the lower-than-projected performance of 
project grants. 
 
Domestic revenue rose to D3, 427.3 million or by 13.7 per cent from 2006 and   
amounted to 21.8 per cent of GDP.    
 
Figure 22: 
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The domestic revenue mobilization in 2005 could not keep pace with the growth in economic  
activity, hence, a decline in revenue as a percentage of GDP. 
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Total tax revenue mobilized during the 2007 fiscal year amounted to D3,035.7 
million, an annual growth rate of 12.8 percent. Revenue generated from direct 
taxes rose to D884.1 million or by 10.1 per cent and was D23.1 million over the 2007 
budget. The boost in direct taxes is largely attributable to the marked increase in 
personal taxes by 42.0 percent, year-on-year. In contrast, corporate tax revenue 
declined by 7.9 per cent during the same period. 
 
Table 12: Government Receipts 
 
  2006   2007   

RECEIPTS                                                 
(In Millions of Dalasis)    Outturn Outturn Budget 

Above(+) 
Below(-) 

Target 

Percent 
of 

Budget 
Annual 
Growth 

Tax Revenue 2,691.3 3,035.7 2,904.8 130.9 104.5 12.8 
  Direct Tax 803.2 884.1 861.0 23.1 102.7 10.1 
    Personal 246.4 349.9 314.8 35.1 111.1 42.0 
    Corporate 506.3 466.4 485.0 -18.6 96.2 -7.9 
    Capital Gains 27.1 29.3 35.0 -5.7 83.7 8.1 
    Payroll 17.9 18.9 20.2 -1.3 93.4 5.6 
    Other 5.4 19.6 5.9 13.7 330.5 261.5 
  Indirect Tax 1,888.1 2,151.6 2,043.8 107.8 105.3 14.0 
    Domestic Tax on goods & 
services 474.8 548.4 581.5 -33.1 94.3 15.5 
  Tax on International Trade 1,413.5 1,603.2 1,462.3 140.9 109.6 13.4 
    Duty 764.5 806.7 764.4 42.3 105.5 5.5 
    Sales tax on imports 648.8 796.5 697.9 98.6 114.1 22.8 

Non-tax Revenue 322.0 391.6 416.4 -24.8 94.0 21.6 
   Grants 76.2 181.4 1,091.1 -909.7 16.6 138.1 
      Program 17.0 0.0 0.0 0.0 - -100.0 
      Projects 59.2 173.9 902.7 -728.8 19.3 193.8 
      HIPC 0.0 0.0 177.3 -177.3 0.0 - 
      Other 0.0 0.0 11.1 -11.1 0.0 - 
Domestic Revenue 3,013.3 3,427.3 3,321.2 106.1 103.2 13.7 
Total Revenue and Grants 3,089.5 3,608.7 4,412.3 -803.6 81.8 16.8 
Percentage of GDP 21.6 22.9 28.0 -5.1 - - 

Data source: DOSFEA 
 
Total revenue collected from indirect taxes amounted to D2,151.6 million in 2007, 
reflecting a significant growth of 14.0 per cent over  2006 and exceeded the 2007 
budget estimate by D107.8 million. Domestic taxes on goods and services rose 
from D474.8 million in 2006 to D548.2 million in 2007 but fell below budget by D33.1 
million.  
 
Revenue from taxes on international trade exceeded the 2007 budget projections 
by D140.9 million. In 2007, taxes on international trade totaled D1,603.2 million 
compared to D1,413.3 million in 2006.  
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Non-tax revenue generated during the year under review amounted to D391.6 
million representing an annual growth of 21.6 percent. Non-tax revenue mobilized 
in 2007 was below budget by D24.8 million. 
 
10.2 Expenditure and Net Lending 
Total expenditure and net lending for 2007 reached D3,588.5 million or  22.8 per 
cent of GDP. This represents an annual increase of 5.4 percent and constitutes 80.7 
percent of the annual expenditure budget.  
 
Capital expenditure and net lending rose to D1,003.8 million or by 13.1 percent 
relative to 2006. Capital expenditure increased marginally to D913.5 million or by 
2.3 per cent from the previous year and represented less than 50.0 per cent of total 
capital expenditure budgeted for 2007. Capital expenditure was financed largely 
from external sources, consisting of loans (D549.0 million) and grants (D183.1 
million). Government local Funds (GLF) amounted to D183.1 million. 
 
In 2007, current expenditure amounted to D2,584.7 million (16.4 per cent of GDP) 
representing a modest increase of 2.7 percent over the outturn for  2006.  Current 
budget payments exceeded the 2007 projection by some 4.9 per cent or D120.5 
million. About 89.0 per cent of personal emoluments bill budgeted for 2007, 
amounting to D680.4 million, was paid during the year and remained below 
budget by D84.3 million. Other Charges outlay increased to D1,089.3 million or by 
15.6 per cent in 2007. 
 
Interest payments declined to D815.0 million (5.2 percent of GDP) and represents 
96.3 percent of the annual budget allocated for interest payments.  Domestic 
interest payments, which accounted for 71.7 per cent of total interest payments, 
declined to D584.0 million or by 15.3 percent from the outturn recorded in 2006.  
Domestic interest payments were below the 2007 budget by D31.0 million. 
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Figure 23: 
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Table 13: Government Payments 
  2006 2007   

PAYMENTS                                       
(In Millions of Dalasis)    Outturn Outturn 

Budge
t 

Above(+) 
Budget(-) 
Target 

Percent 
of 

Budget 
Annual 
Growth 

     Personnel Emoluments 652.5 680.4 764.7 -84.3 89.0 4.3 
         Interest 921.4 815.0 846.3 -31.3 96.3 -11.5 
         External 232.2 231.0 231.3 -0.3 99.9 -0.5 
         Domestic 689.2 584.0 615.0 -31.0 95.0 -15.3 
  Capital Exp. & Net Lending 887.4 1,003.8 1,935.8 -932.0 51.9 13.1 
      Capital Expenditure 893.3 913.5 1,864.0 -950.5 49.0 2.3 
          Externally Financed 816.5 730.4 1,606.4 -876.0 45.5 -10.5 
               Loans 740.3 549.0 703.7 -154.7 78.0 -25.8 
               Grants 76.2 181.4 902.7 -721.3 20.1 138.1 
          GLF Capital 76.8 183.1 151.3 31.8 121.0 138.4 
Expenditure and Net 
Lending 3,403.3 3,588.5 4,445.5 -857.0 80.7 5.4 
% of GDP 23.7 22.8 28.3 -5.4 - - 

Data source: DOSFEA 
 
External interest payments which totaled D231.0 million were 0.5 per cent below 
the outlays for last year. Almost the entire budget allocated for foreign interest 
(99.9 per cent) payments was executed.  
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10.3 Budget Balance 
The overall budget balance including grants recorded a surplus of D20.2 million in 
2007, equivalent to 0.1 per cent of GDP.  The budget balance, excluding grants, 
was a deficit of D161.2 million or 1.0 percent of GDP.  
 
Figure 24: 
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The basic balance recorded a surplus of D569.3 million or 3.6 per cent of GDP 
whilst the basic primary balance was a surplus of 8.8 per cent of GDP.  In 2006, the 
basic balance was 2.1 percent of GDP whilst the basic primary balance as a 
percent of GDP was 3.8 percent. 
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Table 14: Budget Balance and Financing 

In Millions of Dalasis 2006 2007 
2007 

Budget 
Overall Balance (Commitment) (313.8) 20.20 (33.14) 
         Percent of GDP 2.19 0.10 0.20 
Overall Balance (Cash) (937.6) (805.9) (33.14) 
         Percent of GDP 6.54 5.12 0.21 
        
Financing 937.60 805.87 33.14 
        
   External (net) 309.06 661.58 115.70 
      Borrowing 740.34 549.04 703.70 
      Amortization -431.28 112.54 -588.00 
        
   Domestic       628.5  144.3 -82.56 
      Borrowing       713.1  329.8 129.04 
         Bank       730.6  291.5 148.03 
         Non-bank       101.5  -132.23 74.01 
      Accumulation of arrears            -      -232.50 
      Privatization proceeds            -           155.7  0.00 
      Repayment of  debt/arrears -136.66        (82.0) -93.00 
      Capital revenue 31.55          22.4  20.90 
      Bank capitalization -69.00          10.0  0.00 

Note: Overall balances include grant 
Data source: DOSFEA 
 
The overall budget balance for 2007 was financed mainly from external sources. 
External financing amounted to D661.6 million or 4.2 per cent of GDP. Domestic 
financing of the budget balance was a modest D144.3 million or 0.9 per cent of 
GDP.  
 
10.4  Domestic Debt 
Total domestic debt at D4.96 billion in 2007 decreased by 1.5 percent compared 
to a year earlier. The domestic debt comprises Advances to government in Foreign 
Currency, Government Bonds, None-Interest Bearing notes (NIB) and Treasury bills. 
Treasury bills, amounting to D4.3 billion, accounted for 86.6 percent at total 
domestic debt while Government Bonds and NIB notes accounted for 5.0 percent 
and 8.4 percent respectively. 
 
The moderate increase of 2.9 percent in Treasury bills is largely attributable to the 
marked decline in public sector borrowing requirements during the year under 
review.  In the review year, NIB notes declined to D415.4 million or by 22.4 percent 
while stock of Government Bonds remained unchanged at D250 million relative to 
2006. 
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Table 15: 
 

 
 
 
 
 
 
 
 
 
 

 
Figure 25: 
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The Treasury bills market continued to be dominated by the banking sector.  This 
sector held D2.6 billion or 60.2 percent of the total, whilst the non-bank sector 
accounted for the remaining D1.7 billion or 39.8 percent.  A year ago, the 
percentage distribution of outstanding treasury bills was 53.1 percent for banks 
and 46.9 percent for non-banks.  Of the banking system holding of short-term 
securities, deposit money banks held D2.4 billion or 95.2 percent with the Central 
Bank accounting for the rest (D0.1 billion or 4.8 percent).  During the year under 
review, 34.4 percent (or D0.85 billion) of non-bank holdings of securities was held 
by the public sector relative to D1.1 billion or 51.0 percent a year ago. 
 
The yield on the debt profiles stood at 10.43 percent, 11.63 percent and 13.57 
percent in December 2007 for the 91-day, 182-day and 364-day bills respectively.  
The bulk of the Treasury bills continue to be in one year maturities (66.1 percent), 6 
months (22.9 percent) and 3 months (11.0 percent). 
 

Domestic Debt  in  (D'millions)  
  2006 %  2007 %  
Treasury Bills 4174.30 9.6 4295.73 2.9 

NIB Notes 534.94 169.2 415.38 22.4 

Gov't Bonds 250.00 0.00 250.00 0.00 

Forex Loan to Gov't 74.74 -62.5 0.00 -100. 

Total 5033.98 941.6 4961.11 -1.5 
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Table 16: 
 

Treasury bills Holdings in (D'millions)  
  2006 % of Total 2007 % of Total 
Central Bank 88.88 2.1 121.53 2.9 
Deposit Money Banks 2127.37 51 2433.94 57.0 
Non-Bank 1958.05 46.9 1691.24 40.1 
Total 4174.3 100.0 4246.71 100.0 

 
10.5 External Debt 
The Government of the Gambia has over the past couple of years directed its 
policies towards meeting the criteria for slashing its debt portfolio. In December 
2007, the Gambia reached completion point under the Heavily Indebted Poor 
Countries (HIPC) Initiative which is an IMF and World Bank sponsored program.   
 
This welcomed achievement availed the Gambia a substantial amount of debt 
write-off from the International Community and potentially the ADB, International 
Monetary Fund (IMF) and World Bank. The immense benefit will usher in a reduction 
of the stock of debt by more than half and a freeing up of a huge chunk in debt 
service payments. 
 
Although, The Gambia is yet to fully benefit from the above mentioned 
developments, the disbursed outstanding debt (total) declined in 2007.  It declined 
from D158.9 billion at end-December 2006 to D130.6 billion at the end of 2007 of 
which a staggering 86.8 percent is owed to multilateral institutions.  The decline in 
the total debt portfolio was most pronounced in the third quarter of 2007 when it 
dropped to D130.1 billion from D153.5 billion a quarter earlier.  
 
Figure 26:   Total Debt Outstanding 
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The African Development Bank (ADB) and International Development Association 
(IDA) remained the main multilateral creditors to the Gambia accounting for 29.5 
percent and 43.8 percent of the total stock of debt at end-December 2007 
respectively. 
 
Figure 27:  Major Multilateral Creditors 
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The substantial reduction in the total debt could be attributed to the adoption of 
concessional loan agreements which are tied to economic performance and the 
improved bilateral relationships with international organizations (ADB, IMF, BADEA, 
Kuwait Fund and World Bank). These loan arrangements do at times include some 
grant elements, longer repayment periods and extended grace periods. Improved 
fiscal conditions also played a major part in the improvement of the external debt 
position in 2007. 
 
External interest payments almost doubled in the first quarter of 2007 to D512.4 
million from D258.0 million at end-December 2006. However, by the end of the 
review period, interest payments stood at D254.5 million, comparing favorably with 
the D258.0 million a year earlier. 
 
By end-December 2007, principal loan repayments had dropped by more than 
D150.0 million to D860.2 million, due in the main, to the benefits of concessional 
loan agreements and debt relief. This position was further aided by a sharp 
reduction in the disbursement of loans to the Gambia from D1.57 billion at end-
December 2006 to D683.2 million at the end of the review period. 
 
Due to the marked decline in principal loan repayments, total debt service 
payments fell to D1.11 billion from a peak of D1.9 billion in 2006. The total debt 
service payment in the last quarter of 2007 represents the lowest cash outflow 
since quarter one of 2005.  
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Figure 28: Debt Servicing (in D’millions) 
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11.0 REGULATION AND SUPERVISION OF BANKS: POLICIES AND PROCEDURES 
 
The Gambia’s financial sector remains attractive to both domestic and foreign 
investors as evident in the increased number of deposit money banks from seven in 
2005 and eight in 2006 to nine as at end 2007. Eight of the mentioned banks are 
engaged in conventional banking while the remaining one is practicing banking in 
accordance with the teachings of the Islamic doctrine. In addition to the nine 
commercial banks, the financial sector also comprised nine insurance companies, 
40 foreign exchange bureaux, five micro finance institutions, 62 village savings and 
credit associations, four credit companies and one post office savings institution.  
 
11.1 Banking Sub-Sector 
The banking sub-sector is the dominant and most active of the country’s financial 
sector. It remains safe and sound with a total industry assets base of D10.4 billion 
and capital & reserves of D1.14 billion as at end December 2007 as opposed to 
D9.29 billion and D1.07 billion for the corresponding period in the preceding year. 
The increase in the assets base was largely due to increases in the banks’ total 
loans and advances and net fixed assets which moved from D2.2 billion and D0.38 
billion, respectively, in 2006 to D2.65 billion and D0.55 billion as at end December, 
2007. However, increases in the capital and reserves were mainly on account of 
increases in the paid-up capital and statutory reserves which increased by 18.0 
percent and 45.0 percent to D0.60 billion and D0.23 billion respectively.  
 
In spite of increases in the number of players and the increasingly stiff competition 
in the industry, banks are still deemed profitable although accumulated net 
income declined by 26.0 percent from D247.73 million in 2006 to D181.97 million in 
2007. The drop in profitability was mainly driven by sharp increases in both interest 
and non-interest expenses with a less than proportionate increase in interest and 
non-interest incomes and huge revaluation losses experienced by major banks on 
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account of the sudden appreciation of the domestic currency over foreign 
currencies in the third quarter of 2007.  
 
In spite of the decline in net income, the industry remains well capitalized with a 
risk weighted adjusted capital adequacy ratio of 22 percent and a liquid assets 
ratio of 75 percent. It is worth mentioning that the two ratios are well above the 
statutory 8 per cent and 30 percent requirements for capital adequacy and 
liquidity respectively.  
 
11.2 Regulatory Requirements 
The Financial Supervision Department (FSD) continues to monitor bank compliance 
with regulatory requirements for Capital Adequacy, Liquidity Ratio, Required 
Reserves, Provision for Credit Losses, Single obligor Limit and Net Open Position.  
 
11.3 Regulatory Reforms 
A number of reform measures have been taken with a view to strengthening the 
financial sector for efficient financial service delivery. To ensure a save and sound 
financial system, the supervisory tools of the Department have been further 
strengthened during the review period. To this effect, a Prompt Corrective Action 
(PCA) framework was issued to banks and took effect from August 2007. 
 
The Prompt Corrective Action (PCA) Framework is a means to promote a safe and 
sound financial system by monitoring each bank’s compliance and performance 
against five “critical elements” The framework also ensures the implementation of 
corrective measures in response to the deterioration of the   performance 
indicators of a bank. The “Critical Elements” which are capital, Non-performing 
Loans, Liquidity Ratio, earnings and Foreign Exchange Exposure are rated using 
parameters of 1 to 5 as follows:     

 
PCA 
Rating Definition: 

1 Strong   

2 Satisfactory   

3 Marginal   

4 Unsatisfactory    

5 Unacceptable   
 
Within 90 (ninety) calendar days following the end of each calendar year, the 
Financial Supervision Department (the “FSD”) will complete a PCA review for each 
bank and notify each bank’s board of directors of the results of the PCA review 
and the prescribed action plan for implementation where necessary. The result of 
a PCA assessment assists the Department to engage in risk- based supervision as it 
highlights the areas of concern for decision-making vis-a vis on site examination.  
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In addition to the above reforms, guideline one on Regulatory Reporting 
Requirements was revised and issued to banks. The proposed Regulatory Reporting 
Requirement (RRR) is an improvement over the existing framework.  The previous 
requirement imposed fines on late and inaccurate submission of returns only. It 
does not carter for non-monetary penalties which are also conspicuous by their 
absence.  The salient changes to the RRR include: 
 
1. Increase in monetary fine from D300.00 to D1000.00 per day per return. 
 
2. Imposition of fines and other sanctions with respect to: (1) Deficiency in 

provisioning (2) Publication of Annual Accounts without CBG approval (3) 
Failure to submit management service contracts for vetting and approval by 
the Central Bank on an annual basis (4) violation of the single obligor limit (5) 
Failure to submit management letters (6) Failure to disclose penalty charges 
and key financial ratios in published financial statements (7) Failure by the 
external auditors to validate returns (8) Failure to comply with the “fit and 
proper” person test (9) Failure to observe the required reserves requirement 
(10) Operating a foreign currency deposit without CBG approval (11) Failure 
to notify the CBG of cases of fraud, etc. 

 
11.4 Risk Based Supervision (RBS) 
During the review period, the Department developed a Risk Focused Examination 
document for implementation on a pilot base in 2008. The new strategy is a move 
from the current Compliance-based approach of examination. Under the RBS 
model, attention is devoted to high risk areas, thus saving time and supervisory 
resources.  
 
11.5 On-site Visits 
The Financial Supervision Department concluded 3 full scale on site examinations, 
5 prudential visits and 6 branch inspections, thanks to the development of an on 
site examination Manual during the period under review. Under the Risk Based 
Supervision model, the Department is committed to examining all systemic banks 
once every year and the non systemic banks once every two years. 
 
11.6 Competitive Environment 
The banking industry continues to be attractive and highly profitable supported by 
the number of new entrants into the market. Full operating license was issued to 
ECO Bank Gambia Limited, thus increasing the number of banks to nine. In 
addition, a number of new applications were received and analysed.  The 
increase in the number of banks in the industry intensified competition, and 
improved serviced delivery of the banking sector.  
 
11.7 Disclosure requirements 
The Department continues to improve the disclosure requirements for banks in 
order to enhance public awareness and to create a level playing field for all 
players. Banks are required to submit monthly return on fees and charges for 
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publication by the Central Bank. In addition, banks are also required to disclose 
key financial ratios and central Bank Penalty charges in their annual published 
accounts.    
 
11.8 Credit Reference Bureau  
Since 2006, the Central Bank of the Gambia has been working closely with the 
commercial banks to set up a Credit Reference Bureau (Credit Risk Management 
System).  The main objective of the project is to better inform the banks thereby 
enabling them make value judgment in their credit granting process.  It is also 
hoped that good decisions in the credit process will reduce the instances of 
delinquent loan facilities.   
 
In 2007, a tour to Nigeria by officials of the Central Bank and the commercial Banks 
was conducted to understudy their Credit Risk Management System (CRMS).  In 
addition, a team comprising senior officials of the Central Bank and the Gambia 
Bankers Association visited the Valtech (Software developers) in India to 
appreciate the developmental process of the software.  It is hoped that the 
negotiations, for the procurement will be completed by June 2008 and the Bureau 
be functional by the end of 2008. 
 
11.9 Financial Intelligence Unit (FIU) 
Following the appointment of the Central Bank of the Gambia as the Supervisory 
Authority and with the mandate to set up a Financial Intelligence Unit, efforts have 
been concentrated on the identification and training of the staff of the FSD in the 
area of anti-money Laundering and Counter Terrorism Financing.  The immediate 
task of the FIU is to work with the relevant government institutions to amend the 
Money Laundering Act 2003 to meet international standards and best practices.  
Other tasks include the drafting of a Customer Due Diligence Policy and reporting 
formats for suspicious cash transactions. 
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PART II 
 
 
DEVELOPMENTS IN THE INTERNATIONAL ECONOMY 
 
The key development on the international economic stage during 2007 has been 
the bout of turbulence in international financial markets that began in the summer, 
and has not fully abated.  Despite the instability of financial markets, the world 
economy continued to show signs of considerable dynamism especially in the third 
quarter of 2007, driven by the strength of the emerging economies whose financial 
markets have barely been affected by recent developments. 
 
Figure 29: 
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 Source:  IMF WEO October 2007 
 

 
Global growth is estimated at 5.0 percent in 2007, however most forecasters have 
revised downwards their outlook for 2008.  The World Economic Outlook (October 
2007) published by the International Monetary Fund (IMF) revised downwards its 
forecast for 2008 by 0.4 percentage points to 4.8 percent.  Growth in the United 
States is expected to remain below trend in 2008, and forecasts for Japan and the 
euro area have been revised downward to around long-run average rate of 2.1 
per cent and 1.7 per cent respectively due to domestic and external factors.  
Strong growth is expected to continue in India, Africa, China and the rest of East 
Asia.  
 
Core inflation measures have been more contained in the main developed 
economies.  Nonetheless, rising food and energy prices have recently contributed 
to increased inflationary pressures in several countries.  Headline consumer price 
inflation in the US increased sharply in September and October 2007, but core 
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inflation declined moderately from the beginning of the year.  In the Euro area, 
annual headline inflation remained well contained until August 2007, but has 
exceeded the European Central Bank’s aim of maintaining inflation below but 
close to 2.0 per cent since September, due to higher food, housing and energy 
prices.  Japan’s year-on-year rate of change in core consumer prices, however, 
remained in the negative from January 2007.  In emerging-market countries, 
annual consumer price inflation accelerated, while inflation developments were 
mixed in the European region. 
 
Figure 30: 
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Since the beginning of September 2007, monetary policy has been tightened in 
Australia, Chile, China, Ghana, Nigeria, Mexico, Poland, Sweden, Switzerland and 
Taiwan in response to rising inflationary pressures.  In contrast, monetary policy has 
been relaxed in UK, Brazil, Hong Kong, Hungary, Turkey and the US. The US Federal 
Open Market Committee cut its target for the federal funds rate by 50 basis points 
in September 2007 and by a further 25 basis points in October to counter the 
disruptions in financial markets and promote growth. 
 
The outlook for the global economy encompasses a number of uncertainties and 
downside risks.  Major concerns relate to the turbulence in the financial markets, 
surging oil and commodity prices and increasing risk from disorderly unwinding of 
global imbalances.  
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United States 
After a strong third quarter output growth of 4.9 percent, initial government 
estimates  released by the Bureau of Economic Analysis showed that the US 
economy slowed down to a standstill in the fourth quarter of 2007. GDP growth 
slowed to an annual rate of 0.6 percent in October through December 2007. A 
spate of negative economic data revealed that the economy may be shrinking 
into recession.  Residential investment contracted by 24 percent in the fourth 
quarter; the unemployment rate has risen from a historical low of 4.4 percent in 
March 2006 to 5.0 percent in December 2007; and services activity dropped 
sharply. 
 
Euro Zone 
Real GDP grew by 0.4 per cent quarter-on-quarter in the fourth quarter of 2007, 
about half the 0.8 percent growth in the third quarter but higher-than-expected. 
Economic prospects have weakened in the euro zone since the start of the year as 
a result of the increasingly strong euro and the dampening effects of the credit 
squeeze. 
 
Headline inflation picked up to 3.0 per cent in November, from 2.6 per cent in 
October, and 2.1 per cent in September 2007.  This largely reflected movements in 
food and energy prices.  It is expected that annual HICP inflation rate will remain 
elevated before moderating sometime in 2008. 
 
United Kingdom (UK) 
The economy has continued to expand at a solid pace, with quarterly rate of real 
GDP at 0.6 percent in the fourth quarter of 2007, slightly lower than the previous 
quarter. Consumer sentiment remained firm, however, activity in the housing 
market and consumption growth have eased.  
 
Headline inflation rose to 2.1 percent from 1.8 percent attributable to higher fuel, 
lubricants and some food prices.  Inflation is expected to remain above 2.0 per 
cent in the short run on the back of higher energy, food and import prices. 
 
The Bank of England cut its official rate to 5.5 percent at its December 2007 
meeting. 
 
Emerging Asia 
Economic activities have continued to expand at a sustained pace in most of 
Asia’s large economies. Inflationary pressures have risen further in China, but 
remained broadly stable in the other large economies. 
 
China maintained steady and fast growth in 2007. According to preliminary data, 
GDP for the year 2007 was up by 11.4 percent (the fifth year of growth of over 10 
percent).  The external sector continued to make a solid contribution to growth, 
reflecting strong export growth. However, in recent years, the expansion in 
domestic demand has made the largest contribution to China’s growth.  Some 
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downside risks to the Chinese economy began to appear lately. It is expected that 
the recent stormy weather in China might have an effect on the Chinese 
economy in 2008 and the slowdown in the US would impact on Chinese exports. 
 

Inflation continues to rise in China, accelerating to 6.5 percent in December 2007 
from 2.8 percent in December 2006. Much of this growth reflects higher prices for 
food, which accounts for around one-third of the CPI; excluding food, consumer 
price inflation has been broadly stable at around 1 per cent.  
 

In response to high inflation, the government turned to price control polices. As a 
result, prices for food, electricity and fuels were fixed by government decrees.  
 
India’s GDP growth is expected to moderate in 2008, according to the Central 
Statistical Organization. GDP growth is expected to be 8.7 percent, down from 9.6 
percent last year. Data released by Central Statistical Organization revealed that 
industrial production grew by 7.6 percent in 2007, much lower than the 13.4 
percent growth in 2006, reflecting the impact of higher interest rates and high base 
effect.  
 

Japan 
In Japan, economic growth for the fourth quarter has rebounded after slowing in 
the third quarter of 2007. Japan’s real GDP grew by 3.7 percent from 1.3 percent in 
the third quarter. Rising exports coupled with a revival in corporate fixed 
investment contributed to the recovery while public and residential investment 
continued to decline.  For 2008, it is expected that Japan’s economic growth will 
be revised down to 1.2 percent from 1.9 percent in 2006.   
 

Consumer price inflation (CPI) increased from negative 0.2 percent in August to 0.6 
percent in November. In December, the annual change in the CPI was 0.7 
percent. This is attributed largely to the rise in imported raw materials. Excluding 
food and energy, the annual change in the CPI remained slightly negative at 0.1 
percent. 
 
Sub-Saharan Africa 
In Sub-Saharan Africa, economic activity continued to expand at a steady pace. 
Real GDP growth was 4.9 percent in 2007 aided by favorable international 
conditions such as strong commodity prices, greater flows of capital, debt relief 
and a substantially improved domestic policy environment.  As a result, despite 
some countries having double-digit food price inflation, inflation for the region on 
average hovered around the 6-9 percent range.  Despite the fact that financial 
market turbulence has limited impact on the region, growth prospects for 2008 
have been lowered to 4.1 percent from 4.9 percent in 2007, according to the IMF 
WEO.  
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Commodity Prices 
 
Oil 
Crude oil prices, which softened to around USD 53 per barrel in January 2007, have 
rebounded since July 2007 to close at record levels.  According to the Energy 
Information Administration (EIA), the main drivers of recent oil price movements are 
fundamentals such as strong world economic growth, moderate production 
increase by OPEC, low spare production capacity, inventory tightness in 
developed countries, worldwide refining bottlenecks, ongoing geopolitical risks 
and concerns about supply availability. Continued high demand and low surplus 
capacity leave the crude oil scenario vulnerable to unexpected supply disruptions 
through 2008.  
 

The decision by the Organization of Petroleum Exporting Countries (OPEC) in 
September 2007 to raise output by 500,000 barrels per day, effective November 1, 
failed to dampen the surge in crude oil prices.  This was largely due to weather 
related oil production disruptions in the North Sea, supply concerns ahead of peak 
northern hemisphere winter demand and geopolitical tensions between Turkey 
and Kurdish separatists in northern Iraq.  These conditions were reinforced by the 
Dollar weakness which diverted investment into commodities.  The decline in the 
exchange value of the US dollar to record-low levels against the Euro was aided 
by sub-prime fears, declining US interest rates and concerns that China and other 
countries could diversify their foreign-exchange reserves by holding fewer dollars. 
However, oil prices subsequently moderated towards the end of November on 
expectations of increased OPEC production and concerns about the US 
economy.   

Non-Oil 
Agricultural commodity prices rose sharply in 2006 and, in some cases, are soaring 
at an even faster pace this year. The surge in prices has been led primarily by dairy 
and grains, but prices of other commodities, with the exception of sugar, have also 
increased significantly.   
 

Based on the FAO All Rice Price Index, world rice prices gained 14 percent 
between September and December 2007.  Prospects are that this trend will 
continue at least until March 2008. This price strength reflects a tightening of 
market conditions in key exporting countries and a rebound in import demand, 
particularly in Asia. Global rice trade for 2008 is projected at 30.3 million tonnes, up 
1.5 percent from 29.9 million tonnes traded in 2007. 
 

Wheat prices remained generally firm and volatile, reaching a record high in 
December 2007 on account of repeated downward revisions of production 
forecasts in a number of major exporting countries, most notably Australia. World 
wheat output is now estimated to have risen by only 1.3 per cent in 2007. One 
month wheat futures at the Chicago Board of Trade (CBOT) rose from USD 9.53 per 
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bushel on October 1, 2007 to USD 9.74 on December 19, 2007.  Trade is expected 
to contract because of high and volatile prices, coupled with soaring freight rates. 
 

World sugar prices have continued to weaken after the highs reached in 2006. The 
major factor behind the market weakness has been the rising production in 
traditional importing countries, which depressed import demand. World sugar 
production in 2007/08 is forecast to reach a new record, with developing countries 
accounting for most of the growth. The greatest increase in demand is expected 
among developing countries with strong economic performances, such as China 
and India. Consumption in developed countries is anticipated to remain relatively 
unchanged, due to low population growth and dietary concerns. For the 
remainder of 2007/08, world sugar prices are expected to remain weak. 
 
Global production of Groundnuts Unshelled for 2007/2008 is forecasted to grow by 
2.96 per cent from 33.8 million tons in 2006 to 34.8 million tons, according to the 
FAO Food Outlook (November 2007). The expansion in production is mainly due to 
India’s improved performance. China and India are the major producers of 
groundnut oil, followed by Sub-Saharan African countries and Central and South 
America. 
 
Figure 31: Brent Crude Oil $/barrel 

 
Source: BBC 
 
 
 
 
Figure 32: Forex Gold Index $/oz 

Source: BBC 
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PART III 
 
 
OPERATION AND ADMINISTRATION OF THE BANK 
 
A. Banking Services Department 
 
i)  Currency in Circulation  
At year-end 2007, currency in circulation decreased to D1,894 million, or 9.25 per 
cent from the end 2006 level of D2,087 million. This development reflects a 
departure from the trend over the years of continued growth in the value of 
currency in circulation largely due to increased public demand for money. The 
drop is principally due to the fact that in 2006 (high base), The Gambia hosted the 
African Union Summit and held general elections. The demand for money in The 
Gambia is in the first and fourth quarters of the year, during which economic 
activity is at its peak. The 100 Dalasi note has since its introduction claimed the 
greatest popularity. As at year-end 2006, the D100 banknote accounted for 62.89 
per cent of the value of banknotes in circulation compared to a proportion of 
55.44 per cent a year earlier.  

 

Following the introduction of new designed banknotes in July 2006, and in order to 
maintain the value of and confidence in the currency, the Central Bank of The 
Gambia in 2007 embarked on a public education campaign to sensitize the public 
on the proper way of handling banknotes.   

         

Amongst the family of Gambian coins, the 1 Dalasi coin accounts for 63.00 per 
cent of the value of coins in circulation during the period under review. 

 
ii)  Commemorative Coins 
Commemorative coins are issued in limited quantities to celebrate or honour a 
particular occasion, person or institution. In 2007, The Central Bank of The Gambia 
continued to sell gold and silver commemorative coins issued on the occasion of 
the African Union Summit and other events.  
 
The Bank derives income from royalties on the sale of commemorative coins 
worldwide. The coins are also sold locally to the general public and tourists. The 
Commemorative coins available for sale at the Bank are: 
 

• Millennium Coin 
• Save the Children 
• The Gambia Silver Jubilee 
• Papal Visit 
• UN 50th Anniversary 
• African Union Summit 
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iii Deposits 
The Central Bank acts as depository and fiscal agent for government. It also 
provides depository services to other government agencies and deposit money 
banks. In 2007, Government deposits increased by 69.35 per cent to D1,662.07 
million compared to D981.42 million as at end 2006. During the year 2007, nearly 
fifteen new deposit accounts for development projects were opened. 
Government deposits accounted for 64.42 per cent of total deposits of the Central 
Bank as at end- year 2007. 
 
Local Commercial Banks deposits on the other hand registered a significant 
increase of 9.39 per cent to D852.49 million from D779.30 million at end 2006 partly 
on account of enhanced savings mobilization.  
 
iv Government Securities  
As at end-2007, total Gambia Government Securities held by the Central Bank of 
The Gambia stood at D1,255.00 million, up by D490.85 million or 64.21 per cent from 
end 2006 level of D764.46 million These securities comprised Government bonds, 
Government Treasury Bills and Government Redeemable Interest Bearing Notes 
(RINB). Redeemable Interest Bearing Notes are issued in accordance with Section 
9(4) of the Central Bank of The Gambia Act 2005. They represent interest bearing 
bonds that the Government of The Gambia issues to cover any operating or 
foreign exchange revaluation losses that the Bank incurs. As at end-year 2007, RIBN 
accounted for nearly 70 per cent of total value of securities.    
 
The Central Bank of the Gambia purchases Government Treasury Bills either from 
the primary or secondary market and may hold such securities until maturity. As at 
end-2007, the discounted value of government Treasury bills held by the Bank 
stood at D132.24 million compared to D0.10 million a year earlier.  
 
In November 2007, the Bank introduced the Islamic Financial Instrument, Sukuk Al-
Salam, on behalf of Government. The instrument operates on similar terms and 
conditions as the conventional Treasury Bills with similar policy objectives. So far, 
only the 91-Day bills have been issued.       
 
B. Administration 
The Administration Department continued to play a strategic role in the Bank 
acting as adviser to Management and providing necessary support services to the 
departments. The Bank’s strategic plan 2006-2010 mandated the Administration 
Department to improve its ability to attract, retain, and motivate its employees 
and to institute appropriate performance evaluation measures. 
 
i Board of Directors 
The composition of the Board of Directors changed in 2007 with the appointment 
of Mr. Geoffrey Renner as a Board Member. The contracts of the other two 
members Messrs Benjamin Carr and Mustapha Kah were renewed for another term 
of five years. The Board held 4 regular meetings in 2007. 
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ii Staff 
The staff strength of the Bank totaled 239 in 2007 of which 76 are professional staff 
and the rest are support personnel. 16 new personnel joined the Bank in 2007 out 
of which 11 are officers. 
 
iii Staff Training 
The Bank in its drive to promote excellence in staff performance continues to play 
a key role in building capacity by providing academic and professional training 
both locally and overseas. In 2007, eight members of staff were offered sponsorship 
for long term training in the U.K ranging from Bachelors Degrees to Masters 
Degrees in various disciplines and a significant number of clerical staff benefited 
from local sponsorship by pursuing professional courses such as AAT, CAT, Banking 
and Finance, Human Resource Management and Auditing. 
 
iv Support to the Social Sector 
The Bank continues to actively participate in its corporate social responsibility by 
providing financial assistance in the areas of health, education, sports, and various 
other social activities. 
 
v  Retention Policy  
As part of the Bank’s strategy to attract and motivate staff, a review of fringe 
benefits and other packages were approved by the Board in 2007. Fringe benefits 
such as Basic Car Allowance, Transport Allowances, Duty Allowances, 
Responsibility, Telephone Allowances, Night Allowance, Overseas Travel 
Allowances, and Overseas Student Allowances were revised upwards. Advances 
to staff such as Housing, Transport, Household Appliances, and Personal advances 
were also increased. Professional Allowances were also introduced for holders of 
academic and professional qualifications ranging from Masters 
Degree/ACCA/CIMA, PhD; First Degree holders such as BA or BSc. and for the 
technically oriented diplomas such as AAT, CAT, and ICM. Allowances for local 
workshops/seminars were also approved for staff attending courses run in the 
Gambia by regional and international organizations. 
 
vi Operational Efficiency 
As part of operational efficiency, the Bank developed a Delegation of Authority 
document that will give more operating responsibility to Heads of Department. The 
objectives of delegating authority are as follows: 
 

• Relieve senior officials of routine matters which can be handled at lower 
levels of the Bank. 

• Reduce the amount of paperwork that senior officials have to deal with 
to allow them to focus on strategic issues. 

• Give appropriate authority to staff commensurate with their 
responsibilities. 

• Provide in summarized form, a list of actions and who is authorized to 
perform those actions in the Bank. 
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vii Corporate Responsibility 
The Bank in recognition of the invaluable contribution by its staff in achieving its 
goals approved the payment of bonus to staff in March 2007 for the 2006 financial 
year. The amount of bonus paid to eligible staff was equivalent to two months 
salary to each employee. An increase of monthly Board allowances of appointed 
Directors was also effected. 
 
viii  Staff Movement 
Mr. Famara Jatta, Governor was offered international appointment by the African 
Development Bank to serve as Resident Representative in Sudan. He was replaced 
by the then First Deputy Governor Mr. Momodou Bamba Saho following his 
appointment by His Excellency The President with effect from 1st August 2007.  In 
the same vein, His Excellency the President re-designated Mr. Basirou A. O. Njai as 
First Deputy Governor and Mrs. Oumie Savage-Samba as Second Deputy 
Governor with effect from 1st August 2007 respectively.  The Administration 
Department will continue its mandate as contained in the Banks’ Strategic Plan 
2006-2010 by instituting competitive recruitment policies and to devise strategic 
retention policies that will take the Bank forward. It will also continue to lend its 
support to the departments to ensure that they achieve their targets and goals. 
 
C. Assets and Liabilities of the Central Bank 
Assets of the Central Bank totaled D4.97 billion compared to D4.71 billion in 2006.All 
components of assets decreased with the exception of government securities and 
tangible fixed assets. Government securities, accounting for 25 percent of total 
assets, rose to D1.26 billion, or 64.2 percent. Tangible fixed assets also increased to 
D84.8 million, compared to 78.1 million in 2006, while cash and bank balances, 
constituting 44 percent of total assets decreased to D2.18 billion compared to 
D2.53 billion in 2006. Foreign securities also decreased to D450.40 million, 
compared to D557.60 million in 2006.Loans and advances and other assets both 
declined significantly, from the previous year, by 19.2 percent and 14.8 percent 
respectively. Long term investment, accounting for 6.7 percent of total assets in 
2007, stood at D331.9 million. 
 
On the liability side, currency in circulation, accounting for 38.4 percent of total 
liabilities, decreased significantly to D 1.89 billion compared to D2.09 billion in 2006, 
while long-term liabilities stood at D381.6 million, or 47.2 percent lower than in 2006. 
Deposits, including government and deposit money banks’ deposits, accounting 
for 52.4 percent of total liabilities, increased to D2.58 billion compared to D 1.80 
billion in 2006. Other liabilities, also rose to D73 million, or 8.9 percent from the 
previous year.  
 
Total equity rose to D37.8 million, or 11.6 percent above the 2006 level. The share 
capital, accounting for 108.5 percent of total equity, increased to D41 million, or 
by 95.2 percent. Other reserves were unchanged at D4.3 million. Statutory reserves, 
however, decreased by 100 percent from the previous year. 
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Income statement 
The Bank’s operating loss amounted to D16.1 million against a surplus of D16.6 
million in 2006, due in main, to increases in operating expenses. 
 
Net interest income, that is, interest income less interest expenses slightly 
decreased to D132.2 million or by 1.02 percent compared to D133.6 million in 
2006.This decrease is attributed to the Central Bank’s effort to combat rising 
inflationary pressures originating from rising global and energy prices. Other 
income, however, increased to D3.46 million, or by 78.2 percent. 
 
Net operating revenue (operating revenue less interest expenses) increased slightly 
to D135.7 million compared to D135.5 million in 2006. 
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