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ABSTRACT -

Therpurpose of this study is to'examine the fluctuatiohs in
Séudi Arabia's mbnéy supply andvanalyze*the ﬁain positvé and negétive
7 factéfs that affedt;it.' To'this énd thé ﬁone&is@pplyihypotﬁésié was-
used; i.,e., the moﬁey stock (M) is the préduét of the monetary base
(B) éﬁd fhe money supply‘mﬁltipiier‘tm),k The eésentialvélements of
this. equation énd their effect on the mohey sfock are anal&zed. The
compdnénts of Saudi Arabié's baée money and fhe éroxiﬁate determinénts
éf the money multiplier are also analyzed. The.two dominant sources
Aéf this monetary base are foreign exchaﬁge assets and government deposit
accounts.,

" The sources of changeAin Saudi Arabia's money stock from
1385 to‘mid-1395 A H, (1965-1975) are the basis for this study. It is
determined that a seasonal patterp is evident in the monthly variations
of these sources, | |

.In,the lést part of this study, the monetary policy tools

available to the Saudi Arébian»Mbnetafy Agency (SAMA) are outlined.

viii



CHAPTER 1
INTRODUCTION '

The Sa;di Arab%gn_Kiﬁgdom; wﬁich covers an érea:of 2,23 million
square kilometér'sl ana has a populaﬁi§n of se'vyen'mill-ion,2 occupies
most of the Arabian peninsula on the-southwest corner of Asia, Saudi
Arabia was practically’iéolated ffom.the western world until the dis-
covery and export of oil in the la£¢v1940's in commércial qﬁantitie’s°

During the 1950's, Saudi Arébian experienced a monétary crisis
resulting from the rapidly rising éovernment expenditures and a decrease
in oil revenues. By.the early 1960's, the Kingdém succeeded in solving
its economic problems and started a new era of sound fiscal and monetary
policies aimed at an aéceleratéd economic development, Since 1970;
however, the sharp rise»in bothyproduction.and prices of o0il as well as
increasingly better terms of agreement with.the oil companies, has con-
siderably strengthened the fiscal and e%ternal payment poéitions of
Saudi Arabia,

To.appreciate the emergence of Saudi Arabia as -a major
financial forge.on thé»ﬁonetafy scene, it is appropriate to study

the money supply determination process used in the Kingdom, ' This study

lsaudi Arabian Monetary Agency [BAMA], Annual Report
1388-89 A.H, (1968-69) (Jeddah, Saudi Arabia: SAMA, 1969), p. 43.

23audi Arabian Monetary Agency [SANMH, Statistical Summary
1395-96 A H, (1975-76) (Jeddah, Saudi Arabia: SAMA, 1976), p. 18,

1



2
will'be within the framework ofAthé money-supply hyppthesié'which stétes
. that theimbney stock (M) is the prpduct of the monetary base (B) and
the'money supply multiplier (m). Within this framework we will discués
the essenfial elements of this.equatibn and examine the monetary base
»and;the money shpply multiplier as they affeét the'moﬁey stock-in Saudi

This study will be divided into four parts;- Thg first part will
be an institufional survey, reviewing the monetary sﬁruétﬁre of the
" country. - The second part will be a review of theviiteraturg relevant
to Saudi Arabia., In the third part, we will analyze the money supply
variations and'investigaté the sources of these changes. We will then

see if these variations bear a seasonal pattern. The last part will

be a discussion of money supply control in Saudi Arabia.



CHAPTER 2

INSTITUTIONAL SURVEY

Priof ﬁ§ 1950; the'entire'bankiﬁg sfééem'in‘SaudiiArabia con-
sisted of a branch office of onebfofeign commerciallbaﬁkj(Thé
. Netherlands Trading éociety)'and_a netwérk of money chgngers,l Theée
institutions wefe the only vehicles through which the country's
limited banking operations were éonducted° There was no central bank
nor anyrkiﬁd of banking control,. The,Ministry of.Financé waé the au-
thority responsible for the>issue of cﬁ:rency'and coins and for the
exercise of monetéry control, |

Today, the Saudi Arabian financial structure is comprised of
the follbwing three main institutions: '(l) The,Séudi Arabian Mone-
tary Agency, (2) Commercial Banks, and (3) PﬁblicASpecialized
Institutions. We are going to review the deﬁélopments of each of the

aforementioned institutions separately,

The Saudi Arabian Monetary Agency

The study of the Saudi Arabian Monetary Ageﬁcy (SAMA) can be
divided into two parts: The first part will cover curréncy develop-

ments, and the second will cover banking supervision.

_ lanwar Ali, The Role of the Saudi Arabian Monetary Agency
(Jeddah, Saudi Arabia: Saudi Arabian Monetary Agency, April 1971),
p. 4.




SAﬂA aﬁd.Currency Dehelopmehts‘

In the early fiftiee steadybannual 0il income hegan to flow.in
to Seudi Arabia, 1eeding'in tﬁrh-to'increeses in the amount of goyeth-
ment expenditutes° At'that‘time, also, the‘government_thoughtrthat,
certain fiscal and monetary reforms'wouldraccelerete the'couﬁtry‘e'
ecohomic,deveiepﬁent, R |

v The first 1tem of these reforms was the creatlon of a modified
central bank (by Royal Decree No, 30/4/1046 dated Apr11 20, 1952)
-under the name of Saudi Arablan Mbnetary Agency, with the follow1ng
main functions: |

1. To strehgthen the cutrency of the State, and stabilize and
fiﬁ its value inrfelation~to-foreign currencies |

2, To aid_the Minietry of Finance in centralizing the receipts
and expenditures of the government end in controlling expenditures in

|
accordance with items of the authorized budgetz

The Agency was prohibited from dealing in the foliowing activ-
ities:

1, "lLending money to the government or to private individuals

2. Paying or receiving interest |

3. Issuing hapet money3

The_secpnd step, after the creation of SAMA, was the establieh—

ment of a dual currency system, consisting of Saudi Gold Sovereigns and

ZRamon Knauverhase, The Saudi Arablan Economy (New York:
Praeger Publishers, 1975), p. 238,

31bid,



Saudi Silﬁer Riyals, with a flxed exchange rate of 40 Saedl Riyals to.
one Saudi Gold Soverelgn.4 Although the Saudi Arab1an Gold Soverelgn
vhas the same size, weigﬁt, and fineness as the-British Gold,Sovereign,
it replaced the latter‘because British cﬁrrency Was beiﬁg used in
- several countries and 1ts Value could not be controlled by the Saud1
Arablae authorltles,s | | | |

The experiment Wlth the new currency arrangement was of short
' duretioe, however. Because of the lncreased incidence of couneer-'
feiting the Saudi Arebian.Gold-Sovefeign, it was withdrawn from
circulation between December 1953 aﬁd January 1954, In the meantime,
SAMA issued a new paper money, called "pilgrim's receipts," (in the‘form
of ten Riyal bills) to facilitate transections during the piigrimage
season,6 Although it was noﬁ legal tender, the new paper money
was accepted immediately-by the public in exchange for goods and ser- .
vices. Iﬁ 1955, the silver Riyals were withdrawn from circulation end-
feplaced by "pilgrim's receipts” of one Riyal bill; and an offieial
- fixed exchahge rate between the new Riyal and tﬁe U.S. dollarlwas set

at S.,R, 3.75 per U.S. dollar.7

4Y' A, Nimatallah, '"Coordination of Monetary and Fiscal Policies
in Saudi Arabia" (Ph.D, dlssertatlon University of Massachusetts,
1967), pp. 160-169, :

5Mo.Ec'Edo,'"Currency Arrangements and Banking Legislation in
the Arabian Peninsula," International Monetary Fund Staff Papers
(Washington, D.C,: International Monetary Fund, July 1975), p. 513.

©A1i, Role of SAMA, p. 6.

’Nimatallah, pp. 160-169.



Two of the fbregoing restrictions impose6 u§on SAMA.Wefe re-
moved (i.e., lending money fo the gerrnment and issuiﬁg papef ﬁoney)
to provide the government with funds neceséary for its expenditures,
‘Government expenditures at that time were rising at a rate higher thanr
its r’évenues° 0il incoﬁe revenues, which had increésed‘from‘$56;7
" million in 1370 A.H, (1950) to $340.8 miliian‘in’1374;i5f(1954-55), .
| declinéd by about fifteen percent invthe next year (i,e;; 1956)°8 .These
. developments led fo the expansion of the m&ney supply aﬁd, correspond-
ingly, to an increase in the Saudi demand for iﬁéprts in the absence of
a comparablé incréése in the country's foreign-exchange earnings.,

As a resﬁlt, during 1375-77 (1955-57) the countfy suffered a
finéncial crisis as well as a.balance-of;payments deficit, SAMA
foreign-exchange reserves.touched a low rate of fourteeﬁ percent of the
currency in circulatién, and fhe free-market value éf the Saudi Riyal
had plunged from the official rate of S.R, 3.75 per U,S, dollar to S.R,
 6°25'per U.S. dollar.,9 Fiscal aefiqits Weré met by external and in-
ﬁerﬁal loans, and the goverﬁmeht indebtedness reached S.R, 1500 million‘
(0.5.$333.3 million). =

In view of this problem; the Saudi government wi;h the help of

the International Monetary Fund introduced a stabilization program

85aMA, Apnual Report 1380 A.H, (1960), p. 3,

91bid.

,lOAli, Anwar, Monetary and Fiscal Policies in Saudi Arabia
(Jeddah, Saudi Arabia: SAMA, 1969), p. 3. -

J



aimed at cutting government expenditures and balancing the budgét,ll\

This program also.inéluded provisionsrfor the repayment of debts:and
tﬁé obération of a dualﬁexcﬁaﬁge’systém, and banned ﬁhé.importatidn of-
certain 1ukury item‘s.]l2 _ _

. Ey mid-1380 (1960) the entire debt had been paid off, a new
ﬁnifiearraté ofuexchéngé of‘S;R; 49507per U.S. dollar was intréduced;“:
’ éﬁd the Saudi curreﬁéy was declared to be convertible,13_ In that same

period, Royal Decree No, 6.éuthorized'SAMA to issue a new papér cur-
rency of different denoﬁinationé, which was to be negqtiabie legal
téndef, to replace the.old "pilgrim's recv:eipts‘,'.'14 Moréover,‘the same
Royal Decree authorized SAMA to invest foreign-exchange reserves in |
foreign securities-ih accordance with the usual practice of central
banks.
Saudi Arabia mainfained the'gdld content of its-currency un-

FChanggd froﬁrthe déte'of its first issue until the middle of 1393
(1973), resulting in two appreciations of the éaudi Riyal against the
U.s. dollér;;in December 1971 and in February 1973, .The total effect
of these‘two devaluations of ﬁhe U.S. dollar was an appreciation of

' 15
20,64 percent in the parity of the Riyal with respect to the dollar,

115m4a, Annual Report 1380 A.H, (1960), pp. 3-6.
12

Ibid.
B1pid,
14"Gurrencvatatute," Saudi Arabian Royal Decree No, 6,

Rajab 1379 (December 1959) (Jeddah, Saudi Arabia: Saudi Arabian:
Government Printing Office, 1959), p, 1. .

15

SAMA, Annual Report 1391-92 A.H. (1971-72), p. 29.



Then‘in Rajab 1393 (August l973), Saudi Arabia'revalued the Riyal by
5.0 percent by raising its gold content from 0.197582 grams to
0.207510 grams of fine'geld per Riyal, thereby setfing the dollar/
Riyal exchange rate at S.,R, 3.55 per d.ollar.,16 |

For transactlon purposes Saudi Arabia llnked 1ts currency to

“A the U S. dollar, this action caused the Rlyal to deprec1ate along

with the U,S, dollar against-several major currencies'ln 1974, 1In re-
sponse to thisbsituation thelKingdoﬁ decided, ia early 1975, to link -
itS“currency to the Special Drawing Right, which is a-Easket of cur-
rencies calculated by the International Monefary Fuﬁd daily on the
basis of a weigﬁted avefage of rates for sixteen major_eufrencies,17
Consequently, in March 1975 the new dpllar/Riyal rate settled at S.R.
3.47 per dollar, implying an appreciationbof 2.3 percent for the S‘,R‘,18
Since then, rates have been permitted to fluctuate within margins

wider than 2,25 percent of fhe Riyal par value, but not exceeding 7,25

percent,

SAMA and Banking Superﬁision

»The expansion ef the banking sector was substantial during the
fifties, but SAMA at that time had little to do with regulatlng the
banking'system;. This was due in part to its preoccupation with the

stabilization programs of the currency as well as to the fact that it

16SAMA Annual Report 1392-93 A.H. (1972-73), p. 33.

17SAMA Annual Report 1395 A.H. (1975), p. 27.

lsIbld



... was not provided with the necessary power under existing legislation =
‘to widen the’scope of its regulétory activitieé,

In Moharram 1378 (July 1958), all éommercial banks were re-
quired to éubmit financial étatements to SAMA in a prescribed formx'
every month.,-l_9 By Rajab 1378 (Jaﬁuary 1959), commefcial banks were
-required ﬁo depOsiﬁ with the Monetary Agéﬁcy fifteeniﬁércénﬁ of_theif '
&eposih'liabilities as coﬁéﬁlsory.reservés and.tq maiﬁtain.adequgtg
liquidity rati_os,20 In 1381‘(1961), the statutory reéerve éeéuirement'
was decréased from 15'percent to 10 percent to relieve pressures |

caused by a rising demand for credit.21

.In 1383 (1964), Royal Decreg
No. 37 ﬁas promulgated, putting into effect the Cémmercial Paper Act,
which constituted the first official recdgnition and regulation Of
bills of exchange, promissory notes, andrchecks.22
'Aftef thesefdevelopments,>SAMA'fé1t that there was yet a need

for éomprehensive banking-control legislation to.ensure that the
banking system would develop on a sound basis; and thus it worked
toward that goal. In Safar .1386 (June 1966); the banking=control law:

was enacted. This new law stated that "Every bank shall maintain with

SAMA at all times a statutory deposit of 15 percent of its deposit

19saMa, Annual Report 1380 A.H. (1960), p. 19.

201pida, - - ]

21gAMA, Annual Report 1381-82 A.H, (1961-62), p. 21.

22gAMA, Annual Report 1382-83 A.H, (1962263), p. 22.



10
liabilities, and the Agency may vary the aforesaid percentage provided
that it shall not be reduced below 10 percent or increased to more

than 17.5 pércent-."z3

In addition, every bank was to maintain a li-

. quid reserve of not less than 15 percent of. its deposit liabilities,
and the Agency could increase this percentage to 20 perceﬁt.24 In
.faét, bésidesngiviﬁg'eﬁabliﬁg powefé to.thebeﬁetar§ Agéﬁcy forris—
.suing régulation.on'vérious matters, this iaw preécribed Lhe procedure
. for thé establiShmeqt of banks, the ratio of,capital'to deposits, and
 the bﬁilding up ofifree reserves, It also outlinea the 1imit§ to

which banks may hold real estate or make investments, and defined
transactions which commerciai banks may not undertake,- Thus, the law

equipped SAMA with the instruments it needed for an effective monetary

- policy. :

Commerciai Banks

The growth of commercial banks_hés proceedéd rapidly along with
the corresponding development of the Saudi economy, In71378 (1968)
there was only one bank operating in the Kingdom;'by the end of 1394
(1974) there were twelve, with 77 permanent offices and bfanches and
13 seasonal offices025 Two of these banks afe.Saudi owned, thfee are

Arab owned, and the remaining seven banks are non-Arab owned,

23"Banking Control Law," Royal Decree No, M/5, Safar 1386
" (June 1966), Jeddah, Saudi Arabia, p. 7.

241p44,

255mMA, Annual Report 1395 A.H. (1975), p. 3.
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The main folé of éommefcial banks is té provide and‘aevelof,
traditionai short-term facilities, However, in the absence of spe-'
cialized‘médium;térﬁ institutioﬁs iﬁ tﬁe Kiﬁgdom, ﬁémmercialibanks-ﬁave
been éccommodatinglmedium-term financing requirements through révolving
lines of credit to selectgd customers, with specialvemphasis on indug-
trialjand developmént préjectsoE'Also,?ionge\éﬁdvShoft;férﬁ:financing
is available in U,S.Vdollérs as well as in other foreign currenciés°
Private deposits;consfiﬁute the principél>sou%ce bfufunds for
commercial banks, which generally doinoérpay interest on current
account-credit balances, Savings accounts are_encoﬁrageé by local
banks; these accounts repreSent'a significaﬁt part of the total bank
deposits. Commercial banks' totaI"déposits>rose frqm-S.R, 934 million -
at the end of 1385 (April 1966) to S.R, 6340 million at'the end of 1394
(January 1975), indicating a 578.8 percent rate of grthh,ZG. Over a
~short period of two years, between mid-1392 (Aﬁgust 1972; and‘mid-1394
(July 1974), total deposits more than doubled, This;fapid increase re-
" flects the rapid growth of personal income and the increased dependency
of the public on the banking system,
With the substantial increase in deposits, commercial banks'
cash in hand and deposits with SAMA also increased rapidly, from S.R,
253 million at the end of 1386 (April 1966) to the level of S,R, 1959
mill@on»at the end of 1394 (January 1974).,27 The excess liquidity in

the private sector gave rise to a relatively slower growth in

26

SAMA, Statistical Summary 1395-96 A.H, (1975-76) p. 47.

271bid.
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‘tﬁe demand for credit from the commercial‘banks. Whilé total deposits
greﬁ about six times, léndingito the private séctbr rose ffom S.R,
938 million at the l‘end of 1385 (April 1966) to S.R, 4410 million at
the end of 1394 (January 1975), an increase of 370.2 percent, mostly in
response to- the déﬁanﬁ for finance for imédrts and consf.ruction.28

Ih-sﬁite'of'tﬁé facf that over theryears’thére'had'beeﬁ a large
’outflow of éaudi prifaté capital, in the sixties the coﬁmercial banks
played a mihimai role in the dEVelopment of the Kingdom's foréign in-
vestments,. TaBle'la shbws that'commercialrbanks' foteigﬁ assets
registered‘a relatively-moderéte gréwth from 1385 to 1391 (1965-71),
then increased substantially from 1392 to 1394 (1972-74), This»rise
reflects in part the increasing international activities of local baﬁks
during the'seventies. The National Commercial Bank is a participant in
the European Arab Bank as well as in the BanquerArabe et Intérnationale
d'Investissement (BAII), which is based in Péris; The National Com-
- mercial Bank also has a branch in Lebanonp The Riyadh Bank is a
participant iﬁ the consortia bank, Union de Banques Arabes et Francaises
(UBAF), ‘Both of these banks are also participants in the Saudi
International Bank, which was set up in Lbndon to carry out inter-
national merchant banking activities,

SAMA hés been encouraging the spregd of banking facilities
throughout the Kingdom; thus, bank branches have been opened_in almost

29

all towns with a population of more than 10,000, To aécelerate this

283AMA, Statistical Summary 1395-96 A,H. (1975-76), p. 46.
29

Knauerhase, P. 252,



TABLE 1

CONSOLIDATED BALANCE SHEET OF - COMMERCIAL BANKS
(Mllllons SoRe)

4. Assets

CASH IN HAND AND WITH SAMA  FOREIGN ASSETS CLAIMS ON : Inter-

‘ Deposits with SAMA Due PRIVATE SECTOR ’ " Bank

Date Notes from In- Unclas- Assets

: ‘ ) and Cur- Sta- Banks vest sified Omit-

Hegira Gregorian TOTAL Coin Total rent tutory,K Total Abrosd Other Total Loans ments Assets ted .
1 2 3 4 5 6 7 8 9. 10 11 12 13

1385 Mid 24-10-65] 205 | 50} 155 89| 66| .189| 179| 10| 988 915| 73 69 | 51
. End 20- 4-66] 253 | 97| 156} 89| 67] 193] 179| 14|1,004f 9381 75 73 39
1386 Mid 14-10-66| 212 | .60 | 151 80| 72| 215| =205| 10|1,170{1,091{ 79 66 | 45
End 10-'4-67] 246 | 85| 161 84} 77} 192] 78| 15]1,243|1,166} 77 42 29 .
1387 Mid  3-10-67) 258 | 62| 196] 114] 82f 208| 197{ 11}1,248{1,166] 82 | 216 | 33
End 29- 3-68] 307 |101| 206 118] 89| "~ 248| 230| 18|1,231}1,150] 81 | 629 14

1388 Mid 22- 9-68] 317 | 71| 247] 154] 92| 247| 238| 9|1,297{1,216]| 81 | 332 19
‘ End 18- 3-69] 322 { 112 [ 210] 117] 94| 314| 298| 16|1,340/1,292| 48 | 631 25
1389 Mid 11- 9-69] 240 | 61| 179y 77{ 102| 340| 330 10|1,380{1,329| 50 [ 983 | 17
End 7~ 3-70] 296 |1t0| 186] 87f 99| 317| 302 15|1,637[1,582} 55 | 512 | 52

1390 Mid  1- 9-70] 240 { 59| 180 73§ 108 479| 468 11]1,624[1,565] 59 | 381 32
End 25- 2-71f 321 |123{ 198 93} 105| 535| 515 201,667{1,605| 62 | 406 | 41

1391 Mid 21: 8-71} 338 | 63| 276 152} 124] 624| 613 11|1,696(1,634) 62 | 304 | 35
"End 15~ 2-72| 533 | 162 | 371 222| 149| 705| 683 | 22 [1,759|1,694| 63 | 343 39

1392 Mid  9- 8-72} 723 | 69| 54| 479] 175} 1,115] 1,101 | 14 |1,692{1,624| 68 | 237 |- 60
End 3. 2-73} 580 | 141 | 439] 223 216] 1,366} 1,312 54 [1,780/1,715] 65 | 239 | 116

1393 Mid 29- 7-73[2,384 | 117 |2,267]1,784] 483] 719| 692 | 27 |1,809{1,706{ 103 |.369 | 63
" End 23- 1-74{1,319 | 208 | 1,111] 's539] s72] 1,902 1,831 | 71 |2.3982.283 | 115 | 237 | 142
1394 Mid 19- 7-74) 2,566 | 156 | 2.410|1,560] 850] 1.419| 1.364 | 56 |3.201{3.063 | 139 | 382 | 165
End 12~ 1-75{1.959 | 321 |1.638] '838] 800| 2.237] 2,126 | 111 |4.514{4 410 | 106 | 281 | 448

€1



TABLEﬂl-—Continued

. Tiabilities

D E P O S I T S

MONETARY ~_QUASI MONETARY
Busi-  Offi- Time For- For- Capi- Unclas- TOTAL
Date ness & cial & elgn - For eign tal | sified ASSETS &
. Indivi- Enti- Sav- Cur- For Guar- Liabi- & Re- Liabi- LIABI-
Hegira Gregorian TQTAL Total duals ties Total _ings rency L/Cg antees lities serves lities BITIES
) . 1 2 3 4 5 6 7 8 9 10, 11 12 13
1385 ‘Mid 24-10-65| 891} 538 469 69] ' 353 118 51} 110 74 157 143 258 1,450
End 20- 4-66] 934f 570 484 ‘86| 364 "116| 73} 97 78 185 | 143 271 1,533
1386 Mid 14-10-66]|1,042] 619 525 94 423 151 71| 119, 82 239 | 144 238 1,663
End ' 10- 4-67(1,123] 667 547 | 120, 456| 183 | 991 94 80 201 | 138 260 1,723 .
1387 Mid  3-10-67|1,234f 701§ - 586 | 114| 534| 199 i14] 130 92 174 143 |} - 379 1,930
End 29- 3-68[1,322] 759 659 | 100 563| 251 ] 101} 113 97 166 145 783 | 2,416
1388 Mid 22- 9-68}1,357( 740 638 | 101 618f 291 96} 118} 113 130 147 559.1 2,193
End 18- 3-69|1,469] 804} - 684 | 120 665) 353 87} 117¢ 108 180 148 809 2,607
1389 Mid 11- 9-69|1,471| 808 665 | 143 663 - 377 | 68] 125 93} 163 | 156 | 1,152 | 2,942
End 7- 3-70{1,560] B839( 685 | 153 722] 410} 87} 121| 104 } 166 | 167 869 2,762
1390 Mid 1- 9-70[1,609] 812 . 696 | 116} . 797] 482 88} 119| 109 150 167 797 -} 2,723
End 25- 2-71{1,736] 868] 721 | 147 869| 561 88| 113 107 181- 178 | 834 2,929
1391.Mid 21- 8-7111,877] 968 797 | 1711 909} 565| 90| 130] 123 148 185 752 2,962
End 15~ 2-72}2,116{1,007 | 877 | 130} 1,109 - 730f 98] 131} 150 257 1 194 773 3,339
1392 Mid 9~ 8-72{2,530{1,309} 1,071 | 238} 1,220{ 738 113} 157} 213 296 1 198 744 3,768
End  3- 2-73(2,863}1,465[ 1,275 | 191] 1,397{ 851| 160| 186} 200 292 205 605 3,965
1393 Mid 29-~ 7-73]3,730{2,259] 1,949 | 310 1,471] 814} 139} 270] 248 | 392 211 | 947 5,280
‘End  23- 1-7414,077{2,311{ 1,983 { 328 1,766] 80L| 313 331 321 419 243 | 1,117 | 5,856
" 1394 Mid '19- 7-74/5,357{3,195] 2,834 | 361 2,162 913] 433 434( 382 | 873 285 | 1,055 7,569
End 12- 1.7516,340}3,711) 3,312 | 398 2,630] 1,121 506} 501] 502 873 348 | 1,429 8,991

SOURCE: Research and Statistics Departments, Saudi Arabian Monetary Agency, Statistical

Summary 1395/96 A.H, (1975/76) (Jeddah, Saudi Arabia: Saudi Arabian Monetary Agency, 1976), pp. 46-47,

VAN
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progfess, SAMA has subsidized the establisﬁment of brivate braﬁéhes.30
In mid-1394 (1974), 28.4 percent of the banking facilities were located
in the central ;egioﬁ, 29.7 percentiin the eastgrn région5 éﬁd 41.9 |
percent in the western region,31 This pattern accﬂrately’feflecté the

" distribution of non-oil economic activity in the country.

$peciaiized fublic institﬁtions

The Aériéultural Bank

When this institution was estaﬁlishéd,_in,1384 (1964), its
initiél capitalvwas S.R. 30 million,lsubscribed entirely by the Saudi
government, This figure rose to S.R. 53 million by 1390 (1970).32
© The Bank'stfunction was t0'provide loans and creditrfacilities for
purpqseé of assisting in the development, encouragement and stimulation
of agriculture, Since its inception the Agricultural Bank has made
35,595 loans, totalling S.R., 159 million., After eleven years, the
;umber of annual loans grew by 658 percent, from 714‘in 1384-85 (1964~
65) to 5,414 in 1393-94 (1973-74),33 And the total antual value of
loans extended rose more than eight times, from SaRg 4.4 million to

S.R. 36,3 million,34

30411, Role of SAMA, p. 9.

315AMA, Annual Report 1395 A.H. (1975), p. 100,

325AMA, Annual Reports 1381-82 A H, (1961-62) and 1390-91 A.H,
(1970-71), p. 11 and p. 26.

335AMA, Annual Report 1395 A.H. (1975), p. 101,

341pid,
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'The Industrial DeQelobment Fund
This:fund was created in March 1974, with an initial capital of

».S;Rf 500 ﬁillion;35 The Induétrial‘Development‘Fuﬁd will grant to the
' private sector medium- and long-term interest-free loans up to fifty
percent of.ﬁhé total capital needs, to assist and>encourage tﬁe estab-?
lishment or expansion of industries in thercoqntry° By thé-end of
Jumadi Al-thani 1395 (July 1975), this organizatién had approved

twenty loans, totalling S.R., 127 million.36

VThe Public Investment Fund

At its inception in 1391-92 (1971-72), this fund had initial
capital of S,R. 350 million. After succeséive increases in later years,
this figure rose to S.R, 58001milli_on.37 The original pﬁfpose of the
Public Investment Fund was to finance commercially-oriented productive
investments of the governﬁent and public corporations--undertaken
indepeﬁdently or in collaboration with the private‘sector,38 Héwever,
in 1394 (1974), this fund was authorized to participate a; well in
newly-established ipdustrial; agricultural or commérciai entexrprises
incorporated in the Kingdom.39 Siﬁcé the beginning of operations in

1392-93 (1972-73), the Public Investment Fund has granted to both

355AMA, Annual Report 1392-93 A.H, (1972-73), p. 36,

365AMA, Annual Report 1395 A.H, (1975), p. 34.

37Ibid°

381p14, s

391pid.
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the Saudi Arabian Airlines_(SAUDIA) and thé'Aéeqcy of?Petroiéum and
Mineral Resources (PETROMIN) a total of S.R, 1Q73;3 million for the
purchase ofvaircraft, plants, and equipmeht.ao The fund also partici-'
‘pated, by an amount of U.5.$67.8 million, in the U;S;$500’miliion
capital éf the Kuwait-based Arab_Marifime Company; and by an amountrqf
UOS;$6O ﬁiliion,'invtherU;S;$4OO millidﬁ capital of the Suez- |

Mediterranean Pipeline Cbmpany (SUMED),

The Saudi Credit Bank

| This institution was founded in Zﬁl—Hijjah-1393 (December
1973). 1Its initial capital of S,R. S_million.was supplemeﬁted by an
additionéiVS,R; 40 million in government deposits and outright
8rants.42 Thé Sa?di Credit Bank grants interest-freeiloans for‘spec—
ified social ?nd écénomic purboses, in amounts not excéeding S.R,
5,00055to Saudi citizens whose annual income does not exceed S.R,

43 By the end of the first quarter of 1395 (1975), this Bank

v

12,000.

had disbursed a total of S.R, 28.4 million in loans.

40SAMA, Annual Report 1395 A.H. (1975), p. 34.

“l1pid,
421pia,

43gAMA, Annual Report 1391-92 A.H, (1971-72), p. 27.

445mMA, Annual Report 1395 A.H, (1975), p. 36.
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The Real Estate Devéiopment Fund
This fund was established in July 1974 with initial capital of

“5 The

S;R° 250 million, which rose to S.R, Z,bOO million in May 1975.
function of the Reél Eétaté Development Fund is to grant medium~ and
long-term loans for home construction purposés;—ﬁplSéu&i;nétiOnals in
iow- and medium-incomé Bréckets, up to SeQentj percent df costé°46
vOn.loans granted té Saudi citizens whovbuild their own homes, two- -
Asevenths will be subsidized by governmenf grants and therremaining
five-sevenths will be repayable,47 The fund also provides loans- to
Saudi cbmpanies for construction of housing comﬁounds for their em-
ployees, up to fifty percent of the cost of each unit, and to Saudi
establishmenfs for construction of residential compounds With multi-
housing‘units for rental or hotel purpoées; up to fifty.percenf of
'costs, I; addition, this fund can participate in the development agd

improvement of cities and towns through the acquisition of old sections

for the purpose of planning new residential and commercial complexes.

N

“55mMA, Annual Report 1395 A.H, (1975), p. 36.

46
Thid.
471bid,

481414,



CHAPTER 3
REVIEW OF THE LITERATURE

Iﬁ’attempting to eipla%n'hsﬁ‘évnéﬁion's_money stock is deter-
mihed, one may use the money-sﬁ?bly hypothesis proposedrby Albert E,
Eurger: Money sfoék (M) is éxpreséed as fhe product of the monetary
base (B) and the money-supply multipliér (m),1 Burger feels that
within this frameﬁork we caﬁ Best.analyze how the actions of the méne-
tary authorities and how:the consequent behavioral actions of the
commercial banks and the public may affect the money supply process;
in addition, we can'consider the influences that institutional con-
ditions aﬁd changés may bring to bear upon this procéss°

In the equation’ﬁ = Bm, the terﬁ "B" represents the monetary
base determined by the actions of the monetary authorities, and "m"
represents all other factors-which"operate_to affect the stock of

money. In the pages which follow we will discuss in further detail

each of these two major determinants of the money stock,

The_Monetary Base

The monetary base summarizes the effects of actions by the
mone tary authorities on the money stock and is the main factor deter-~

ﬁining the growth of the stock of money, 1In Saudi Arabia, monetary

1Albert E. Burger, The Money Supply Proceés (Belmont, Calif.:
Wadsworth Publishing Co., 1971), p. 4.

19
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authority'resﬁé with the Saudi Arébian quetary'Agency (SAMA)% and
movéments of the monetary base are dominated'by'changes in SAMA

‘Holdings'of foreign exchange, gdld, investments, government deposits,
and in the legal reserve reéuireménts imposed upon commerciai banks "
demandvand'time deposits, SAMA aétions of‘this'nature'détefmiﬁe total

ﬁﬁank fesef&es ané £he.amoun£ of.éufréncy iﬁ'ciréulatidﬁ; whiéh tdgether_
comprise fhé base upon which the ﬁoney stocks rest, |
In the following discussion, we shall first define the monetary-v
base and discuss its derivation, Second, we shéll explore the positive
and negative sources of this base and discuss their effects upon the
m;mey'supply° Lasf, we shall analyze the uses of the base money ip

relation to the money stock,

Definition and Derivation

The monétary base (B) has been defined by Burger as the net
monetary liabilities of the monetafy authorities,held by &omﬁercial
banks-and the non-bank public,2 Alternatively, the bagermoney (B) may
be obtained by the following‘eQuation:

B = Cp + V -+ R- |

where CP ;svcurrency in the hands of the publig,.V represents ﬁqfes
held by commércial banks, and R,représents commercial banks' deposits

3
held by the monetary authorities,

2Burger, P. 8.

31bid., p. 21.
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- Actions ;aken by thebgovernmentnand SAMA deternine'the size of
the stock of the,base'moneybin Saudi Arabia and the rate at which it is
snpplied, while commercial banks and tne public determine.the uses of
the monetary base, SAMA and government control over the monetary base
_supply 1nduces the banks and the publlc to adJust their holdlngs of
:currency as we11 as their real ‘and f1nanc1al assets in. order to hold
~ the amount of base money equal to what was supplied by'SAMA actions°
| »The monetary base has‘béen derived fromvthe balance shéetvof
SAMA, This statement is included in every annual repoft and statistical
- summary published by SAMA unde;vthe title of -"Saudi Arabian Monetary
Agency Baiance Sheet as of (datej," From the assets and liabilities
items Qf this statement, we canvconstrUCt'a table delinéating the
sources and uses of the monetary base. Analyzing the monetary base (B),
first in terms of its principal sources and then in termé of uses, will
help torrenealwthe processes that determine its beha\-7ior°

7 Table 2 gives us the monetary basé in terms of competing sources
and uses on two different dates. The first date, Zul-Hijjah 1385 (Aprilk
- 1966), corresponds wi;h the last monthjof the initial year of our study,
and the second, Zul-Hijjah 1394 (January 1975), with tné last month of
the final year of the étudy,' Ihe table revealéAthat from the first to .
the second date, the monetary base jumped from S.R, 13167million to

S.R, 6032 ﬁillion, an increase of 458;4 percent,

Positive and Negative Sources
- The positive sources of the base are foreign exchange, gold,

investments in foreigh bonds, and other assets; the negative sources



TABLE 2

THE MONETARY BASE (B)

(Millions S.R,)

SOURCES OF

ZUL-HIJJAH USES OF ZUL-HIJJAH

ZUL-HIJJAH ! - ZUL-HIJJAH
‘THE BASE 1385 1394 THE BASE ‘ 1385 1394
: (8pril 1966)  (Jan, 1975) . (April 1966)  (Jad, 1975)
Pogitive Sources
Foreign Exchange 2,971 " 51,234 " Currency held by -

" ' the public 1,062 4,073
Gold 349 546 : ‘ '
Tnvestments* 237 25,992 Notes held by

. ’ , . . commercial
Other Assets 191 - 711 banks : 97 321
Less: Commercial banks'
Negative Sources deposits at .
_ SAMA E 157 1,638
Government Accounts 1,664 - 63,574 ‘
Reserve 16 21
Other Liabilities 752 8,856 ‘ : L
EQUAL: Sources : " EQUAL: Uses : B
--of--the -Base 1,316 6,032 . . . of the Base, . .. 1,316 6,032

SOURCE:: Saudi Arabian Monetary Agency, Annual Reporfs.1386-87 and 1395 A.H, (1967 and 1975)

(Jeddah, Saudi Arabia:'

Saudi Arabian Monetary Agency, 1967 and 1975), pp. 48-55 and 93-103,

*Investments congist of foreign government guaranteed bonds, government treasury bills, and
foreign. banks' certificates of deposits,

(44
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are government accounts, reserves, and other liabilities, We will

discuss each of these sources and their effectsvupon the monetary base,

Foreign Exéhange, SAMAmholdingé of foréign ekchangelshowed
substantial growth duringvthe period under study, from thellevel of S.R,
::2571 ﬁiliion in Zul-Hijjéh 13857(Apfii 19665, ékyrqcketing”to SnRoi
51,234 million in Zul-Hijjah 1394 (January 1975). Acting as a central
: bénk, SAMA receives almost allrthe foreign exchange earnings of the
country, either as revenues ffom 0il companies or in return for gelling
Saudi Riyals to pilgrims.and foreign companies in tﬁe’Kingdom° 1t
channels foreign exchange through local banks, which make it available
for the finance of imports, travel to ‘foreign countries, and capital
transfers; Every rise in Saudi oil gxpérts will boosf SAMA holdings of
foreigﬁ exchange; an inc;easé in iﬁports, on fhe other hand, will
feduce these hbldings ;ince importers pay by foreign_exchangé-for fheir
imports. Thus, variations in foreign exchange holdings are directiy
related'td movements in tﬁe balance of.éayménts. A balance-of—paymént
déficit depletes the foreign eéchange]reservés, and an active balance
of payments.adds to SAMA reserves of foreign exchange. The large sur-
pluses realized in the balance of payments during the period under
'éfudy swellea SAMA holdings of foreign.exchange.

These huge reserves of foreign exchange guarantee the cover of
the Saudi Arabian currency aﬁd encourage its steady growth., SAMA is

authorized to issue notes equivalent to the value of gold and foreign
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exchange it holds, Accofding torRoyal Decree No; 6, dated 7/1/1379
(December~1959), SAMA is fequired to maintain a one hﬁﬁdred percent
cover for the nbtes'iséued’in gold and currencies conveffiﬁle into
.gold,4> But the currency in circulationvdid not feqund to the rapid
‘rise in foreignvexchénge.during the pefiod under étudy,. As we noticed
v'bgfore; foreigﬁ eéchangé'grewfmofé'thaﬁrsixteéﬁ—féié,lwﬁile thé cur-
rency in circuiation rose almost four-fbld, from S.R, 1159 million in
Zul-Hijjah 1385 (April 1966) to S.R. 4394 million in Zul-Hijjah 1394
(January 1975). | ' '

SAMA reserves of foreigﬁ exchange are diﬁidedvbetween the
issue and banking departments,5 The amount held by the issue
department is equal to the amount of éufrency issued, and the extra
foreign ethaﬁge is kept in a separatelaccount af'the banking
department. When moré‘notes are needed, the reqhired foreign exchange
is transmitted from the Bankiﬁg to the issue departments. Conversely, -
when thereAis an-excessrnote iSsue, it is Withdrawn from circulation
and a comparable amount of foreign exchange is transferred from the
issue to the bénking departments. This method reduces the effect of

foreign exchange reserves on the'moneyrsupply; ESpeciélly in the short

run,

“saMA, Annual Report 1380 A.H. (1960), p. 6.

5Ahmed A, Malik, "The Moﬁey Supply Process in Saudi Arabia"
(Ph.D, dissertation, unpublished, Indiana University, September 1970),
pp. 176-209, ’ ’ :
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Among the p051t1ve sources of the base, the foreign exchange
holdlngs of SAMA are the largest The 1arger the amount of foreign
exchange reserves that SAMA accumulates the'greater its abilityrtd
create more 1iabilities against these holdings. Therefore, changes in
these assets have an influence on the mouetary baee, and hence the
moneymsupply:A.A few exampies:might ﬁtcue helutul iﬁ eéplaiuiug.thie
mechanism, |

Example One: The governmentvreceives payment in fcreign
exchange for the sale and export of oil.

This causes an increase in government deposits at SAMA,
and an equal increase in the foreign-assets of SAMA,

As a result, there is no increase in the money stock.
Thus, a cash payment for oil, by itself, has no

impact on the domestic money stock.

Example Two: The government pays local contractor for
the construction of a new building.

This causes a reduction in government deposits at SAMA .
and an increase in the money stock., Since the bulk of
the economic development expenditures in Saudi Arabia
will be made by the government, the money stock will
increase proportionately. However, domestic govern-
ment expenditures will increase money incomes, which

in turn will increase the demands for imports. And
imports that involve a forelgn exchange transaction
reduce the money stock,

3

Example Three: Local merchants import grain and
industrial equipment,

The meérchants must purchase from the banks the required
foreign exchange, using domestic currency. This would
cause a decline in the foreign exchange assets of com-
mercial banks, and would impel them to take one of the
following steps: (1) buy more foreign exchange from
SAMA, which would lead to a reduction in SAMA's
holdings of foreign exchange and an increase in its-
holdings of local currency, resulting in a reduction
in the money stock; or (2) the banks, as a result of
the reduction in their foreign exchange assets, will
be induced to grant fewer loans to the public, thus



Causing a reduction in the money-stock,- Hénée, when

foreign exchange is used.for imports, it would result

in a reduction in the foreign asgsets of either the com-
_merc1al banks or SAMA, Wthh in turn causes a reduction

- in money supply.. : ~ :

. Gold. The second positive source of the monetary base, i;e,,
gold,’rémaiﬁed relativeiy'stable'thfbﬁghouf the'péribd undér'sfudy,
As has been mentioned before, the monetary coﬁer in Saudi Arabia is
divided between gold and foreign exchange holdings. In the period
from 1385 (1965) to 1394 (1974) the proportion of gdid in the mone-
ﬁary cover declined from 27.5 percent to 11,1 percemnt. This is
largely due to the fact that the'govefnmentrrevenues, which are mainly
from oil, are paid in foreign exchange (mostly U,So'dollars);_ The
effect of gold on the monetary‘base is the same as that of foreign
exchange, The greater the holdings of gold by SAMA, the'better its
ability to increase more liabilities against these reserves, and

therefore help in the base money expansion.

| Investments. Investments in foreign bonds have developed
drémafiéally during the period of study, from a level of S.R. 349
" million in Zul-Hijjah 1385 (April 1966), skyrocketing to S.R. 25,992
million in Zul-Hijjah 1394 (Ja;auary.1975)° Foreign bondé, which are
bought.from foreign central banks in excﬁange fbr gold or foreign
exchaﬁge, are of short duration. These foréign'bondsvcan be sold by
SAMA to obtain foreign exchange or éold when there are needs for more

reserves. Thus, the monetary base may Ee»affected by SAMA holdings of
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foreign bonds in the same way tﬁat.it would be with gold and foreign

exchange reserves,

Other Assets., Other assets comprise the last positive source

‘of the monetary base, Although the figure recordedvfor this source in
1385 (1965) increased by 372.3::percent by the end of the period of
study, the effect of other assets upon the base money is not that

. significant.

Government Accounts. Among the negative sources of thermone-
tér& base, the effect of governﬁent accounts is most striking. As a
fesult of the economic crisis that occurred in the 1950's, Saudi Arabia
adoptgd a balanbed-budget,policy throughout the’i960's and during the
,Vperiod under study. Ex ante governmenf expenditures were always eéuél
to ex ante government receipts, but ex post governmenﬁ expenditures were
less than ex post government receipts. This is due to the fact thét~
oil-inéome forecasts usﬁally turned out to be less than the actual
~accruing revenues; GovefnmentAaccounts with SAMA grew qustantially'
through the period of étudy as a consequence of the surpluses in the
government budgets.

In addition to the reg@lar annual oil revenues, the government
financeé its annual expenditurés partially fromrthe accumulated govern-
ment accounts with SAMA, Fin;ncing annual government expenditures from
government deposifs at SAMA will have a positive effecﬁ én the moﬁetary
base because this negative source of the base momey will be reduced

by the amount taken for the budget. For example, let us assume that
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‘thé govgrnment decided to fiﬁancé'the fiscal budgét of.1389-90 (1969-70)
by S.R. 150 million from‘these accumulated accounts'of SAMA and thét |
the various go%ernment ministries paid this amount as salaries to
employees (;alaries in Saudi Arabié a?e paid in cash). . In this case,
_éurfency in‘thé_hands of the public‘will rise by gn_equal amqunt'of;.
S.R. 150 miiiioﬁ; and since cuffenéyliﬁ the haﬁaé 6f;tﬁé publié ig ;
major cémponeht of the monetaryabase,.the latter will rise by>the same
amount, fif; however, only half of the S,R, 150 million (i.e., SOR,.
75 million) is used up, thén‘éurrency in the hands of the public
and the mbnetary base will be increased by only‘S.Ro 75 million,

On tﬁe‘other hand, when government deposits in any one fiscal
year.db not decline as expected at thé beginning of that year, the
annual budget will end ué with a fiscal surpius, Thesé excess funds
will ﬁo longer belong to that fisecal yé;r, but can be considered for
future years, and the government deposits with:SAMA will be higher than
before,  In this case; the fiscal surplus has a contractionary effect
on‘the monetary base in the sense that currency in the hands of the

public will not rise as anticipated.

Reserves and OtherkLiabilities,  The two remaining negative

sources of Fhe monetary base.are the reserves account and other
1iabilities; The reserves account represents SAMA's capital; it was
small and remained almost cdnstant during the period under study. On
the other hand, the figure resﬁlting from the other liabilities of

SAMA grew more than eleven-fold during the period of study and had a
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negative effect on the monetary base. ‘The pension-fund deposits with

SAMA are among these other liabilities,

Usés of the Monetary Base

Analysis of the.monetaff base (E) in~terms19f uses reveals that
»¢gfrency held by-the_public ié?the dominant item. ' Although the aﬁount 
of this currency grew about foug;fold,vits propdrtién of the msnetary
base had declined from éighty;one‘pefcent in Zul-Hijjah 13857(April
1966) to‘sixty-eight percent in Zul-Hijjah 1394 (January 1975);

Commercial banks' dgposits, the sécond most important use of
the monetary base, reached a.proportion of fwenty-seVen percent of the
base money in Zul-Hijjah 1394 (January 1975) from a 1evél of twelve
' pgfcent in Zul-Hijjah 1385 (April 1966). These deposits consist of
the statutory reserves of commercial banks and the excess reserves
which are used as working‘reserves for clearing and collecting- of
;hecks° |

The third use, notes held by commefcial banks, which represents
the amount of cash that bénks hold in their portfblios, had increased

by two-hundred-and-thirty-one percent during the period of study.

The Mbney:Supply Multiplief
The size of the money stock associafed with any given level of
base money depends on the following factors: how the public chooses to
aliocate wealth between currency and demand deposits (summarized in the

k ratio), what proportions of bank deposits the public¢c allocates to
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time anq demand deposifs (summarized in the t fatid); the baﬁks' .
demands for reqﬁired and excess'reserveé in relation to the public's
deposits (summarized in the r and é ratios, res-pectively),6 These
ratios constitute the proximate déterﬁinants of the money multiplier
(m), as expressed by the following rélationship:,‘ |

1+ k -

m = . i .
(r+e)(l+1t)+k

The money supply multipliér summarizes. all factors other than the

growﬁh'of the money base which operate to affect the money stock,
According to-Burger's scheme, the money stock (M) is a product

of the monetary base (B) and the money supply mﬁltiplier (m).7 From

this relatidnship we obtain:

m = M
B
Since M = CP + Dp where CP = currency held by the public
and D,, = demand deposits held by the public
“and B=R + C
p
CP + D,
-then m =

actual fraction of reserves

1]

Since R = A(Dy + T) + CP where A

and T

time deposits held by~thé-publiq

CP + DD

then  m = TFGFT) FC

P

6Robert E. Weintraub, Introduction to Monetary Economics
(New York: The Roland Press, 1970), pp. 132-135.

7Burger, P. 4.
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When we divide every expression by DD’ we obtain

C D -
P + D . 1 + ».CP
Dp Dy Dp
(D, T) a+1  c
A _2+‘)+f}_’_ : A.._...__._(,» )
By definition, ' ' ) -
. c . _
A=r+e : .__Ii = k T = £
: DD ' DD
hence; we obtain ,
1+ k

m Tre) L+ +k

This formulation of the monéy multiplier will be used to isolate the
relative contribﬁtion of each of the components 6f the multipliervto
the grOWth tate of'money°

In addition, we may consider the money supply in terms of its
narrow and broad definitions (expressed as My and M, respectively) and
siﬁilarly derive formulés fér the corresponding money multipliers (m1
and m’?_)° Thus, to find the money-supply multiplier for Mé, we need
only substitute the expression "CP + DD + T" for the numerator in steps
two and three above, and then follow the same process. Thuélwe obtain

1+ k+
(r +e)(l +¢t)+k

m=

The . factors that can cause changes in the money multipliers my and m,
are all of the factors which influence the money-multiplier ratios;

that is, the currency ratio (k), the time-deposit ratio (t), the

required reserve ratio (t), and. the excess reserve ratio (e).
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The total contribution of,all‘of the components of the money
suppiy nultiplier équals the contributién of the multiplier to the
growth of the money stock. 1In the:foliowing discﬁssion'we will explorér
each of the above-mentioned ratios; inveétigating therfactors which
influence them and the effects of these factofs on the.multiplief (m)

and the money supply‘(M)°

The Currency-demand Deposit Ratio (k)
The following relationship describes the public's allocation of

‘wealth between currency and demand deposits:

|%
k =

Dp
where k is the cuirency-demand deposit ratio, Cp is the currency held
by the public, and DD is the demand deposits held.b? the public,
Computing the currency ratio (k) in this manner will enable us to
determine whether the habit of usiﬁg checké in payment vis-a-vis
currency has tended to gain in importance in Saudi Arabia dutring the
;ieriod of study. -

Table 3 shows the composition of_the monéy gupply and the level
of growth attained at the end of the Hegira calendar year and'the cor-
responding Gregorian date. The money supply (Ml) gréw from S.R. 1632
million in Zul-Hijjah 1385 (April 1966) to S.R, 7784 million in Zul-

" Hijjah 1394 (January 1975), recording an increase of 377 percent.

Although currency held by the public rose almost four-foid, from SR,

1062 million to S.R., 4073 million, its proportion of Ml declined from



TABLE 3

MONEY SUPPLY IN SAUDI ARABIA
(Millions S,R.).

CURRENCY PER- TIME & . PER- .

DATE - OUTSIDE RC DEMAND RD MI ~ CENT SAVINGS RT Mo CENT
HEGIRA GREGORIAN BANKS DEPOSITS : CHANGE . DEPOSITS - - CHANGE
29-12-85 20-4-66 1062 65,1 570 34,9 1632 116 6,6 1748 :
15,6 . 18.4
30-12-86 10-4-67 1219 64,6 667 35,4 1886 : 183 8.8 2069
. . ‘ 12,9 . 15.0
30-12-87 29-3-68 1370 - 64,3 759 35.7 2129 : 251. 10.6.- 2380
: : ‘ 6.6 . ' - . 10.2
. 29-12-88 18-3-69 - 1466 64,6 804 35.4 2270 | ' 353 13.5. 2623
. : 6.0 7.4
29-12-89 7-3-70 1567 65.1 839 34,9 2406 410 14,6 2816
. 4.9 9,86
29-12-90 -25-2-71 1656 65.6 868 34,4 2524 561 18,2 3085
. 10,7 B L - 14,2
30-12-91 " 15-2-72 1788 64,0 1006 36,0 2794 © 730 20,7 - 3524
‘ - 34.6 30.9
30-12-92  3-2-73 2296 61.1 1465 38,9 3761 - 851 18,5 4612
’ 39.7 31.3
30-12-93 23-1-74 2943 56,0 2311 44,0 5254 8ol 13.2 © 6055
‘ ' : * Y 48,2 ‘ 47,1
30-12-94 12-1-75 4073 52,3 3711 47,7 7184 1121 12,6 8905
My = the money supply in its narrow definition
My = the money supply in its broad definition
= the ratio of currency outside banks to My
RD = the ratio of demand deposits to My
RT = the ratio of time and savings deposits to M,

SOURCE: Saudi Arabian Monetary Agency, Annual Report 1395 A, H (1975) (Jeddah Saudi Arabia:
Saudi Arabian Monetary Agency, 1975), pp. 92-99,

€<
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65,1 percent in Zul-Hijjah 1385 (April 1966) to 52.3 percent in Zul-
Hijjah 1394 (January 1975). During this same period, the proportion
in demand deposits jumped from 34.9 percent to 47.7 ﬁercent, which is
almostrhalf of Ml’ indicating the incréasing public preference for
using checks and dealing with banks.
| Social and econoﬁic tiends, availability ofﬂbank.facilitiés,'
prefefepces'for.1iquiaity and safety, and personal income are all
faétbrs that affect the behaviof of_tﬁe k ratio.s' We shall e%plore
theserfactors_and their correéponding effects, but the discussion is»
necessarily tentative and qualitativé due to incomplete data., Data
that would have enabled us to judge quantitatively the sigﬁificance of

these factors were unavailable,

Social and Economic Trends. A nation's social and economic
trends wili have an effect in shaping aggregate currency demand.. In
other’words, as a country shows greater socialland écOnomic development
the public becomes better acquainted with banking practices. Such
familiarizationvencourages carrying:out monthly transactions.through
bank checking accOunts; and therefpre serves to decrgase the k ratio.

Social and economic developments in Saudi Afabia can be
measufed by the progress achieved in fields 1ike'educatioﬁ, transpofe
tation and communication. For example, the number of‘students
attending colleges and universities increased from 2,800 in’1384-85

(1964-65) to 14,872 in 1393-94 (1973-74), registering an increase

8Weintraub, pp. 136-160.
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- of 431 percentogr Studehts.at this level of education-apﬁreciate the
greater availability'of bépking services and recognize its role in the
eéonomy° In fegard to transportatioﬁ and communicatiqn developments,
the leﬁgth of roads constructéd rose from 1176 kilometers in 1384—85
(1964-65) to 17,679.k110me;ers in 1393i94 (1973—74), and the number éf-
teléﬁhoneé reached 93,600 units by the end of i393-94.(1973-74) from a
1e§e1 of 20,000 in 1385-86‘.(1965-66)010 Improvements iﬁ.the means of
transportéfion and communication correspond to é greafer.public demand
for bankiné services and a greater use of deposits in place of currenéy;

the k ratio will decrease as a result of such developments,

Availability of Bank Facilitiés. The availability of banking

facilities also has an effect on the k ratio. The higher the number of
bank branches aﬁd offices, the larger the number of deposits. This
" will lead to a decrease in ‘the k ratio.

Dufing the period of study, only two new commercial banks were
established in Saudi Arabia. However, of greater significgnce is the
increasea number of branche; and offices in operation, whi;h rose from
forty-eight in 1384-85 (1964-65) to eighty-three iﬁ 1393-94 (1973-74).11
Banking services are now provided in thirty-three cities, covering all

12 - -
regions of the country. - The spread of banking facilities tends to

. 9SAMA, Annual Reports 1385-86 A.H, and 1395 A.H., (1965-66 and
1975), p. 17 and p. 69, respectively, ' ' '

10

Ibid,

l1p44,

12 pia.
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encourage the use of demand deposits in place of currency; and this

practice tends to decrease the k ratio.

Breferenée for,Liquidity and Safety. AA'strong motive for

holding currency in place of demand deposits is_the desire for safety
and liquidity, Mbney*iﬁrthe'pocketnof‘iﬁ‘homé véulté daﬁ be usea
‘ﬁithoﬁt hegitation, and many people considér their ﬁbney safer thefe
than in banks. Moreover, the fear that banks will suspend honoring
demand depééit 1iabilitiés can often lead to a reductionvin-the use of
~ demand deposits, which consequently increases the k ratio.

-;n Saudi Arabia, however, the people hesitate to deal with
Eanks, pfiﬁarily for religious reasons. The Islamic reiigion prohibits
transactions involving interest charges. Since banks charge interest
on loans and credits granted, and hence pay interest on their deposit
liabilities, the SaudiéAprefer to carry out.theirAtransactions with
currency to avoid breaking a religious rule, This preférénce for

currency tends to raise the k ratio.

Incomg. An individual's willingness fo-use checks depends on
his incbme-—the ability to absorb the costé of demand deposits rises as
-~ income decreéses° Thus, k is related inversely to income., When per-
sonél income rises, the k ratio declineé, and vice versa,

Since data on personal income in Saudi Arabia is unavailable,
we will use the Gross Domestic Product (GDP) as an approximéte measure
of income. Table 4 re§eals that continuous high growth of GDP during

the period of study corresponds with a decline in the k ratio over



TABLE 4

GROSS DOMESTIC PRODUCT

AND THE CURRENCY AND TIME-DEPOSITS RATIOS

1393-94 .

1,06

GROSS DOMESTIC . TIME-
PRODUCT =~ PERCENT : CURRENCY  DEPOSITS
HEGIRA GREGORIAN ~ (S.R, Million) CHANGE HEGIRA GREGORIAN RATIO RATIO
1385-86 1966 12,004, 2 29-6-86  14-10-66 1.78 .24
9.5 o
1386-87 1967 13,142,5 30-6-87 3-10-67 1,77 .28
» 11,5 -
1387-88 1968 14,6566 - 29-6-88 - 22-9-68 1.86 .39
9,0 . .
1388-89 1969 15,975.3 29-6-89  11-9-69 1.80 47
809 _. 5 N
1389-90 1970 17,398.6 29-6-90 1-9-70 1.88 .59
- 31,7 o -
1390-91 1971 22,921,2 29-6-91  21-8-71 1,70 .58
23,3 :
1391-92 1972 28,257,3 29-6-92 9-8-72 1,49 .56
| | 43,5
1392-93 1973 40,551,1 29-6-93  29-7-73 1.10 .36
149,0 ‘ o
1974 29-6-94  19-7-74 .29

100,964, 6

‘;SOURCE: Saudi Arabian Monetary Agency, Annual Reports 1391-92, 1392-93, and 1395 A.H, (1972,

1973, and 1975) (Jeddah, Saudi Arabia:

112-113, 130-131, respectively,

‘Saudi Arabian Monetary Agency, 1972, 1973, 1975), pp. 106-107,

LE
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time. When GDP grew from S.R. 15,975.3 million in 1388-89 (1968-69) to
S.R. 17,398;6‘million in 1389-90 (1969-70), recording a moderate growth.
of 8.9 percenf,-the k ratio rose from 1.30 in 12-6-1389 (September 1969)
to 1.88 in 12-6-1390 (September 1970). Convérsély, the k ratio declined
from 1.88 in 12 6-1390 to 1. 70 1n 12 6- 1391 (August 1971), while GDP :
1ncreased by 31,7 percent from S.R, 17 398 6 mlllan in 1389 90 (1969-
70) to the level of S.R., 22 921 2 mllllon in 1390-91 (1970- 71) Thus,
we can reach a provisional conclusion that the growth of income in
Saudi Arabia has a negative effeqt on the.k ratio,

How the various factors underlying the k ratio affect the size
of the ﬁonetary suppiy M) cén be logically deduced from the following
identities:l3 |

M=Bn o

o 1+k i
m—(r+e)(l+t)+k @

" we have from equation

Using the symbolgf§t§ stand for a "change 1n,
(1) the differencé operator
AM = mAB + BAm +ABAn
Setting B = 0, we have
AM = BAn
jThus,-any event that increases m will tend to increase M, and any event
thatjdedreases m will tend to decrease M,

In equation (2) above, the k ratio acts as a constraint in the

money supply process. The higher the k rétio, the lower the level of M

13Weintraub, pp. 136-160,
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aséociated.with'any given level of B. Thus; by the quotient fule of
differentiation,.increases in the k ratio will cause m fo fall; and
conversely, decreaées iﬁ the R ratio will cause m to ?ise aé long as
the value of the numerator in equation (2) is greafer than the value of

the denominator,

The Time-deposit Ratio (t)

| The relationship which exists between the portion of its bank
deposits tﬁe public allocates to demandvdeposits and the portion it
allocates to time deposits can bé described as follows:

T

Dy

t =

where t is the time~deposit ratio, T is the time deposits held by the
public,;and_DD is . the demand deposits held éy the public,

AslTBble 3Aillustfates, time and savings deposits grew remark-~
ably in the first eight years of the period undef study; declined by
5.9 percentAin 1393 (1973); then reco&ered its growth, recording an
increase of 40.0 percent in thé lagt year. The ratio of time and
savings deposits to ﬁoney supply (Mé)‘rose from 8.8 percggt in Zul-
Hijjah 1385 (April 1966) to its highest level of 20.7 percent in Zul-
Hijjah 1391 (February 1972), Then it descended to 12.6 peréent in
Zul-Hijjéh 1394 (January 1975), The.decfeasé in the ratio of time and
savings deposits is due to the low yield on savings accounts relative?
to other forms of investments such as .commodity trading and real estate

speculation.
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Although the value of M2 steadily increased over time during the

period under study; the percent of chahge from year to year varied

considefably: In the first three years;_M rose by 10.4, 18.4, and

2
15.0 percent, respectively; during the following three yearé,Athe per-
cent of change slackened to 10.2, 7,4,’ahd 9.6, réspectivgly; aﬁd‘the
lést:fOutvyears indicated incfeases of 14;2, 30.9, 31.3, éﬁé‘47wl per-
cent, respectively°

The t ratio is infiueﬁced by-incgm.e° Increases in income tend
~ to raise the public's holdings of time depositsirelative to demand
deposits, thereby raising the t ratio. We can pfesume,_then, that the.
steady growth of income (GDP) in Saudi Arabiévis responsible in part
for the expansion in the time and savings deposits and the rise in the
t ratio throﬁghout the period of study.

The effectsAon M of the fac;ors shaping the t rétio‘can:be
deduced from ;he'following two money suﬁply ideﬁtities:

| M = Bm K (1)

1+ k @
(r +e)(1 +¢t) +k

m =

From eqﬁation (2), it is apparent that changes in the t.ratio‘will
ihstaniaheously cause changes of the opposite sign in m. Since any
event that increases (decreases) m will tend to increase (décrease) M;‘
any changés in the t ratio will cause changes of the opposite direction
in M. Thus, if the t ratio rises (falls) as a consequencé of income

increases (decreases), money stock declines (expands).
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The Required Reserve Ratio (r)

The fequired reserve':atio (r) can be computed by dividing
total'required reserves (R) by the public's deposit claims (Op + f);
that is, | |

r=__R_
Dp + T

This equation describes’ the bankﬂsrbehavior‘in,felation toiits holdings
of feserves against the public'sxdeposits.

The factors that cause'changes'in the r ratio in Saudi Arabia
:are statutory changes in the feserve requireﬁents against demand and
time deposits and transfers of funds between the public and the
government, |

The reserve requirements in Saudi Arabia in 1381 (I961)lwere‘
ten percent of commefcial banks' total deposit‘liabilities.lA' These
requirements reﬁained coﬁstént until Safar 1386 (June 1966), when a
neﬁ'banking-control law was énapted. According to this law, commercial
banks were required to maintain ﬁiﬁh SAMA at all times a statutory
deposit of a sum not less than fifteen percent of its deposit liabil-+
ities.15 This law gave SAMA}the right to increase the aforementioned
percentage to a maximum of 17;5 percent, or reduce it to a minimum of

16 .
ten percent, This statutory deposit of fifteen percent was divided

lASAMA, Annual Report 1381-82 A.H, (1961-62), p. 20.

, 15"Banking Control Law," Royal Decree No. M/5 (Jeddah,
Saudi Arabia: Saudi Arabian Government Printing Office, 1966), p. 7.

16744,
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by SAMA.into a required reserﬁe of ten percent on demand deposits and
five percent on time and savings depoéits.17

Since the introduction of the banking-control law, the reserve
requiremeﬁts againstldemaﬁd and time deposits remained étable until
_ fhe'end of'the peripé_uqdér study.. SAMA's ﬁight.;p raise or_lessen
the resefvé‘:eQuireﬁehts oh'd;ﬁéﬁd and>£imé deﬁdéifs'within'cerfain 
_ limits has its effect on the r ratio. When SAMA raiées the required
rates, the f ratio'goes up; on the other hand, wheﬁ the required rateé
are reduced,: the r ratio declines,

Transfers of funds'between the public and the government éccﬁr
" as a resuit.of manipulating gbﬁernment accounts between SAMA%and com~
mercial banks to feinfofce the latter's liquidity position. This is
- made possible by tfansferring some goﬁernment deposits from SAMA's
banking departments to thesé commercial banks. For example, ip'13827
(1962),-SAMA transferred S.R, 25 million of government deposits to
certain commercial banks iﬁ order to provide these banks with primary
‘reserves and enable them to cope with the increaéing demand for |
credit.lSA Acfions of this nature increase government demand deposits
with commercial banks, and thus cause an increase in the required
reserve ratio (r). |

In their relationships to the monetary-supply multiplier (m),
the.facfors determining the required reserve ratio (r) also affect the

money stock (M). Changes in the reserve requirements against demand

175AMA, Statistical Summary 1394-95 A.H, (1974-75), p. 31

185MMA, Annual Report 1381-82 A.H, (1961-62), p. 19.
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énd time deposiﬁs cause opposite chénges in m, and hence in M, When .
the legal reserve requirement ratios: are increased, banks that do not
have'sufficient reserves are féréed'to liquidate assets or borrow. Thisg
pﬁts,pressure upon the banking-éystem_té reduce its total loan and
invesfments-and thereby'contract the stock of money (M). Decreases in
‘feéérve réquiremenfs“againét demand aﬁa timé déposifs permit the
banking system to expand loans and investments,'and_henceftend to
increase M, Thus, changes in fhe r ratio which originate from trans-
fers of‘funds between the public‘aﬁd:the governmeﬁt affeét ﬁ and M in.
precisely the same way as those resuiting from statutory changes in
résérve requirements: Transfers éf'funds intovgoﬁernment accounts at
SAMA decfeaéé m and hence M, while transfers from government deposits

to demand deposits at commercial banks increase m and M,

The Excess Reserve Ratio (e)

Excess reserves are defined as reserves held in egcess of what
is legally required. The excess reserve ratio (e) can”be computed by
_dividing totalfexcess reser&es (R®) by thé public's demand deposits

(Dp) plus time deposits (T); that is,
D

The stringency of Bank-examineré and the existence and operation of

clearinghouses are the forces which shape the excess reservé ratio.
Bank preferences for excess réserves, which are non-earning

assets, depend on whether their loans and investments are being closely

examined by regulatory critics who have the power to impose stiff’ .
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penalties on banks that take risks, Article Six of the Banking Control
Law contributes to the rise of excess reserves by stating that

the deposits liabilities of a bank shall not exceed
fifteen times its reserves and paid-up or invested
capital. If the deposit liabilities exceed thisg
limit, the bank must within one month of the date
of submission of the statement referred to in para.
-1 of Article 15, either increase its capital and re-
serves to the prescribed limit or depogit fifty
percent of the excess with the Agency.

Article Eight sets the limits on investments and loan of the commerical
banks in Saudi Arabia by stating that
No bank shall grant a loan or extend a credit facility
or give a guarantee or incur any other financial
liability with respect to-any natural or juristic
person for amounts aggregating more - than 25 percent
of the Bank's reserves and paid-up or invested capital.
The Agency may, in the public interest and .subject to
such conditions as it may impose, increase this per-
centage up to 50 percent,
These two articles, then, supervise commercial banks in their
management.of the two basic items of their balance sheets, and grént
- SAMA the authority to regulate and control the commercial bankihg
system in Saudi Arabia,
" Commercial banks' deposits with SAMA increased substantially.
This is largely due to the huge expenditures needed for development
projects, which increased the banks' need for deposits with SAMA (to
facilitate business transactions) and increased the need for greater
amounts of reserve deposits. Consequently, from the preceding discus-

sion, we can assume that the regulatory authority rules and their

19"Bankipg Control Law," pp. 6-7.

201p14,, p. 7.
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. critical examinations induce banks to increase their excess reserves.,
This increase will,‘accordinglf, raise the e ratio. |
With the establishment of the three cleafinghoﬁses in Saudi

Arabia, commercial banks began to settle their accounts through manipu-
. lation of.excess~reserves‘instead of throﬁgh ;ash payments, The number

| of checks cleared in all three clearinghouseé grew from 222,827 in 13-89
(1969) to 569,970 in:1394 (1974), refiecting an increase of 155.8 per-
cent.21 During this séme»period, the,vélue of cleared chécks_rose by
494.8 percent, from S.R, 3,272 million to S.,R. 19,461 million.22 ‘
Commercial banks put aside a large amount of theif reserves with SAMA .
- as excess'fesérves for cleéring and settling their payments with each
other., Thus, the increased uée of checks in settliﬁg payments be;wéeﬁ

commercial banks may have been one of the causes that influenced the

‘,upward trend in the e ratio.

2']'SAMA, Annual Report 1395 A.H, (1975), p. 108,

22
- Ibid.



CHAPTER &
THE ANALYSIS

 Tﬁé>money“sto¢k M) was defined in Chépéer 3 as'tﬁe produc£ of
the monetary baser(B) and the money multipl.ier‘(m)° We have discussed
fhe essential,elemepts of this equation and have examiﬁed_the'monetary
base andlthe money supply multiplier as they affect the money stock in
'Saudi Arabia., Also, the constituents of the base money in Saudi Arabia
aﬁd_thevproximate determinants of the money muitiplier were set forth.
On this basis we can break this eqdation aé follows: |

AN _ m(AB] +4ABy + ABy +....+ABg) | B(Ak +At +Ar +le)

In‘this chapter we are .going to investigate the sources of
chgnge in the Saudi Arabian money stock gM) for the period 1385 (i965)
to ;id-1395 (1975). 1Im pursuingrthis‘in&eétigation it will be usefui
to note the role piayed by the majér components of the méney base (B)
(i.e., foreign exchange, investments, and government accounts) andithe
role played by the forées shaping the money supply multiplier'(m)rvia
'changés in-its proximate determinants (i;e;, k, t, r, and e). |

Chapter 4 is divided into four sections: the first examines’
the behavior of the'twovmain factoré that iﬁfluence the money supply.
process, The second section analyzes the componeﬁts éf the monetary
base, and the third section analyzes the determinants of the money

46
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multiplier. In the fourth section, we will determine whether this

behavior is subject to seasonal patterns,

Behav1or of the Determlnants
of Money Supply

The money supply (M) recorded an average. monthly varlatlon rate
v(exéreséed as annual rate) of 19 63 percent.and a standard dev1at10n éf
47.68 percent, as shown in Table 5. Looking at Table 6 we canrmake
three observations: (1) The>month1y variations of M fluctuate with
high percentage points., (2) Throughout the period of study.the monthly ;
variations in the first half of the year do not show clear behavior,

In some yearé there wés'an increase, while in othefs there was a

decline for the same month. Howé%er, in the second half of the year

- there is a certain pattern, with an increase in the sixth, eighth;

ninth and eleventh months,raﬁd>a decline in the sevénth and tenth ménths
of the year. (3) The higheét rates éf increase occurred in the'eleventh?
mdnth, while the highest rate of decline occurred in the seventh month
of the year, These results reflect Fhe beﬁavior of the source of M,
that is B and m. In this section we will first étudy the monetary
base (B) and then we will deal with the money supply multiplier (m).

It was shoﬁn in Chapter 3 that the actions of the'monetary
QUthéritiés'determiﬁe the size‘df the>base money supplied to the
private sectof of the economy, The growth of the monetary base in
‘Saudi Arébia is détermined primérily by SAMA'é‘holdings of foreign

exbhange, gold, investments,in'foreign bonds, and government deposits.



TABIE 5

THE AVERAGE MONTHLY CHANGE (EXPRESSED AS ANNUAL RATE) OF THE
_ MONEY SUPPLY, MONETARY BASE, AND MONEY SUPPLY MULTIPLIER
1385 TO MID-1395 A, H., (1965 TO MID51975)*

. STANDARD

MEAN L DEVIATION
@& ' , (%)
Money. Supply (M) - _ 19,63v : ‘ 47.68
Monetary Base (B) B 21,02  63.95
Money Supply Multiplier (m) - .75 | 40,33

*NOTE: The statistics in this table were calculated according
to the following formulas: ' '

o

AM=E é%— x 12 where M = money supply

- AM = change in money supply
AB= mAB % 19 _ B = monetary base

B : A B = change in monetary base

An= BAm % 12 m = money supply multiplier

m Am = change in money supply

multiplier



MONEY SUPPLY MONTHLY PERCENTAGE CHANGE ON AN ANNUAL RATE

TABLE 6

1385-95 A.H. (1965-75)

)

Years £2-3 | Aa3-4 | Ab4-5 | A5-6 | A6-7 | A7-8 | £8-9 | £9-10]| A10-11|A11-12] al2-1
1385 | - 3.16 | -18,21 [ -12.86 | - 6.50 | +.38,39 | -46.70 | +28.83" +.79,62 ;21087 +1.00, 64 :._43-,24'f33v,095
1386 |+16,46 -24,00,' 00.00-| +15.13 | + 25.61 | -21.59 ,+9o,o? + 5,94 | -28.88 | + 90.13| -20.02]+ 8,25
1387 | 436,02 | - 4.29 -11.70| +11.81 | - 4,31 | -30,28 +15,21‘ $101.41 | -45.02 | + 63.57 | +12.53|~ 1.69
1388 |+ 8.47 | + 3.36  20,12 | -13;64"+ 15,52 | -40,87 | +29.97 %'60,77', -68,76°| +105,93 | + 7.45 +19.03
1389 | 00,00 | + 8.85 | -35.64 | ~15.97 | + 19.96 | -35.56 | +20.78 | + 46.77 | -31.05 | + 66.40| +11,07|-10.47
1390 | -19.62 | +12,79 | -13,67 | - 8,19 |+ 6.19 | -58,46 | 425,34 +67.58 48,98 | + 93,79 | +19.81 +18.07
13_91. -29,04] - ;5.2»8_+‘17°84* -19,00 | + 5_-9,86 -37.24 | +38,43 | + 37,24 | -20,51 +‘87;11 517‘,77'_+3_1'.77
139..2  +35,13 +27,23  +11.?13 + 3.94 ‘+' 7'9..,2,7 -62,58 | +54,37 | +.69.85 -27.,38 ', +158‘,-'08‘ - 6,03|+39,88
1393 | 423,47 | +13,33 | +43.73 [ 472,83 | + 93,46 | -77,10 | +25.12 | + 82,82 | -13.86 +116.44| - 0.68|+35.40
1394 | +16.42 | +78,57 | -18.90 | +94,96 |+ 70,59 | -69.22 |- 2,52 | + 84,30 | +11,98 | +133,51| +58,70|+77.85
1395 | +65,00 | +11,26 | +10,20'| +49.78 | +183.94 | |

*See

Appendix A for conversion of Hegira year

to Gregorian year,

6%
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As can be seen from Table 5;'the_averége'contribution of the monetary
base (B) was 21,02 peféent oﬁ an énnual rate, while,its'étandard
aeviation was 63;95 percent, ‘The behavior of the.mOﬁetary base in
Saudi Arabia ffom 1385 AH, (1965) to mid-1395 AH, (1975) is illué-

trated in Figure 1. Three facts are evident during this period:

(1) thé base has tended. to fise'seCularly;'(Z) the base has been sub=

ject to short—terﬁ variations during the gréwth period; (3) there is a
stfong resemblance between the behavior of the base (B) aﬁd the money -
supp}y (M),.

There aré f§ur major facfdrs which account for the behavior of
Séudi Arabié'é monetarf base: (1) oil production and revenues; |
(2) governmental expenditures with the projecté portion comstituting
the major part; (3) the annual Haj (pilgrimage)'season; (4) the moﬁth

of Ramadan (fasting) culminating in the Muslim festival of Eid-al-Fitr,

Since the peak of activity related to each of these four factors occurs

in a different month, it would be mdre,advantageous to examine each in

relation to movements of the sources of the monetary base,

Mo e+ - s e e e s Apeme o i — ey RN R

The money multiplier was defined and formulated in Chapter 3.

The money supply multiplier has a negative effect of .75 percent on the

money: supply and a standard deviation of 40.33 percent,'as indicated in
Table 5. From Table 7 we can make the following observation about the
value of the monéy multiplier in Saudi Arabia: the value of the monetary
multiplier is variable in the short_ruﬁ; The moﬁthly percentage fluctu-~ .
ations vary within a reasonable rangé in géneral, except for the last
thrée years. Throughout thé period of study, we can see that the

multiplier goés up in the.fifst, fourth,.seﬁenth, and eighth months,
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MONEY SUPPLY MULTIPLIER MONTHLY PERCENTAGE CHANGE ON
1385 95 A H, (1965 75)

" TABLE 7

AN ANNUAL RATE

Y?%ar A2 A 23| A4 | w5 | as6 | A7 | a7-8 |a89 |Ao-t0]ate-11|atiie] At
1385) - 22,14 + 8,38|+ 17.31| 44,76 |+ 7.19| +17.16 | +14.42| + 2,23 | -11.87 | -20.62 '-4;,43»f+2o;39
1386(+ 32,27 | + 7,22|+ 23,23 + 3,53 - 27,27 %51,37 -14,36.'+ 4;24 ¥ 6,25 -14,97:.-34087: +15,45
1387+ 17.98 | -26.16|+ 18.54| +11.73 | - 32.25| +10,01| +25.29| - 3.74 -20.62 46,38 | + 4026‘.+33.62
1388+ 8.31] - 1,08+ 9.95| ~11.62 | - 58,73| +58.06 | + 7.36| -11,88 | -14,46 | - 3.84 | ~17,05 452,79
1389|+ 7.57| - 7.08{- 0,51 12,64 | + 19.98 + 3.53] + 1,06| -41.66 +24.27“-30,96..- 3.73 |+128.09
1390]-107.18 | - 556+ 5.11| -11.77 | + "6.15| - 9.45| + 7.20] -19.81 |+ 1.08 | -37.19 | + 8,20"+39.64
1391+ 13.88 | - 4.73|+ 2.63| +11.49 | - 21,22  ~15.88| + 1.88| -26.13 | -66.68 | +64.86 | 5604 | +46.18
1392 |+ 13,39 | +96.36/-107.41 | -50.91 | + 0.92| +50,73| +36.85| + 1,30 |+19,02 | -23,53 | + 1.88 | 271,97
1393|- 1,65 | -25,41|- 67,56_ -56.39 | -111,07 +78.82 +69.73| + 1.46 31,641 499.78 | + 3.84 | 49,89
1394(-113,96 | +13.37|- 3.53 59,03 | - 38.88| - 8.91 +80.68| +95.46 - 5,08 - 7.14 126,57 | ~46.57 |
1395[- 8,68 |-21,23(+ 28,13 | +53.74 | - 39,02.

#See Appendix

A for

conversion of Hegira year to Gregorian year.
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goés downuin the third and eleventh'mohths and fluctuates for the're-r.
" maining months ofAthe yeaf. We can see an opposite patfern of.behavior
in m, in the third, fourfh, seyenth and eleventh monfhs of the year in

relationship to behavior of M1°

.. Monetary gése Components

In Chépter 3 we defined and discussed'the Positive and négative
soﬁrces of thermonetary base., Table 8 presentsrthe average monthly con-
tribution of each to the-growfh of the money supply for the periéd from
_1385 A,Ho'(l9§5) to mid-13957A,H,-(l975), The mean value -and étandafd
deviéti&n of each source'contributing to the g;owth-of.the money stock
aré given; |

TaBle 8 yields sbme iﬁtefesting implications about the relative
»importance of these sources for the growth rate of money during the
period under study., For example, the mean contribution of the foreign
" exchange holdings of SAMA was 135,22 percent annually throughout the
period of study, revealing the great influence of this item on the
growth of the monetary base. Foreign exchange is, in-fact, the major
positive determinant of the monetary base in Saudi Arabia, However,
the standard deviation for foreign exchange.contribution'was 358.43
‘pércent, which relfects the large monthly fluctuations this variable
‘experienced during the period under study.

Variations in SAMA's holdings of foreign exchange:are much

higher than variations in either investments or gold--the two other



. TABLE 8
THE AVERAGE MONTHLY CHANGE (EXPRESSED AS ANNUAL RATE)
OF THE COMPONENTS OF THE MONETARY BASE
1385 TO MID-1395 A.H, -(1965 TO MID-1975) ™

54

STANDARD -

MEAN | | DEVIATION
¢ N ¢ ) B
'Fdreign Exchange : 135,22 ‘ | 7358,43
Inﬁestments ‘ - 69.10 _ 198,80
Gold 1.27 1053
 Other Assets 5.25  172.28
'ReserVes ' _ - .03 v ' .23
Government Current Accounts ' -.13,71 ' 863,01
Govermment Special Accounfs - ;123,00 | _ 839,86
Other Liabilities - 57.20 | - 227.63

Note: This table is based on the following formulas,

EAMF___ELle : AR = ~R o+ 12
. .“ M o . M'-'_
L oA = T GCA
mAB S AR
Nos = "2Poa g, Ao = 281 x 12
' M v M )

Where M=money supply; B=monetary base; m=money supply multiplier;
Fx=Foreign exchange; I=Investment; G=Gold; OA=Other Assets;
R=Reserves; GCA=Government Current Accounts; GSA=Government
Special Accounts; OL=Other Liabilities,
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méjor‘positive sources of the monetary ﬁase. Table 9 reveals three
striking poiﬁts: (1) the monthly. changes of foreign exchange are very
. high, especially in the last few years of study; (2) the years 1385
'(1965)}‘1386 (1966), 1391 (1971); 1393 (1973), and'1394 (19745'show a
l’monthly in¢féasing‘patterﬁ; while-the,ygéfé 1387.(1967)7ahd'1388 (1958)'_
show‘monthly decfeasinérbeﬁavior; (3) fh; biggest‘rétés of change érej
in the first, fourth, and ninth months and in the last quarter of each
year; (4) the third, elevén£h and twelfth months shqw alregular
increasing trend throughdut the period of study. |

| Thermonthly variations in foreign’exchange holdings can be
attributed to several'factors:- (1) oil production-and revenues which
reach peak level in the winter and slack off during the summer,. fhe
swings in oil output and revenues are believed mainly to refleét
increased buying for stockbuilding, followed by reduced buying in the
latter part of the year, Production levels are allowed to fluctuate
in response to shifts in demand. Consequently, a relatively large part
of the shifts in Worldwide demand for oil is beiné réflected in Saudi
Arabian oil producfion and export, and thus, revenues., (2) import
orders which reduce foreign exchange holdings, In»the third quarter
of the Hegira year; espécialiy in»the seventh and eighth months,
import orders are set to'acéommod;te the needs of the fasting month
of Ramadaﬁ (ninth mpﬁtﬁ)'and its Eid-al-Fitr festival. Import orders
must also meet the»needs that arise,during fhe pilgrimage season,

(3) the pilgrimage season reaches its peak during the eleventh month



TABLE 9

FOREIGN EXCHANGE MONTHLY PERCENTAGE CHANGE ON AN ANNUAL RATE

.1385-95 A H. (1965 75) -

A 1-2]

A 2-3

A3-4 |

A 4=5

A5-6

A6-7

A7-8

A 8-9

A9-10

H10-11

A11-12

A 12-1

1385

1386

1387

1388

1389

1390

1391

1392

1393

1394

1395

+175,58]

- 57.83

- 98.90

- 41.20
-356,27
- 31.85
+ 37,71
+371,16
+426.,43
+543, 67

+629, 89

+ 2,05

+ 11,92

- 48,75

- 49,29
+215.40
+ 58,50
+ 84,57

+175.70)

+129,29

+545,58

+892. 64/

4+ 8,37

-146,82

+ 67,82
- 39,58
154,29
+ 89,78|
+240,38!
+309,, 04
+205, 04
+572. 61

+1005,77

+

'+ 78.35

9.60
+ 51,57
- 41,35

- 72,75

- 36,76}
+223,42

+272.80

-186,94

+697.39

+152,25

-+

+ 26,02
+ 46,59

51,57

2,26
- 16,29

-128,96

+312,99

+135,14

+718.24

917,23

- 83,84

+ 16,23

- 41,00

-309,00

-166,77
- 68,75
- 15,61
+267,74

+277.79

+579.80

+770,38

+

- 3.21

+ 5,72

-902.69

+ 14,66
- 37.36

- 13.45

+ 27,16

+ 23,60

97.59

f+1152°13f

-126. 04

+ 55,26

+805,57

-185.60

- 74,95
+ 28,59

-127.54

+ 31.09

1~105,25

£684,99

+199..00
+ 28,91

101,41

100,00
- 14,79

-235,32

+340, 83
+322,05:

+202.87|

729,34

-+

+
+ 106,47

93.39

+ 214,85

+ 0,71

+ 231.99

+ 302,50
+ 482,61

)+1194e77

9.03

145,22

+°26,42

+249 62
+187.16

+284,57

+112,89,

+359,20

+270,17|

+238,42
-298.95

+342,57

+149,66

+ 97,47

-138.74

- 0,67

+108,86

+ 55,81

+123,57
-277.,05
+422.34

- +530,77

'*See'Appehdix A for conversion of Hegira year to Gregoriah yeér,

9
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of thebyear° Atrthis time most of thé'pilgrimé have arriyed'and‘con—
verted their foreign exchangé_into Saudi Riyals tb cover their expenses,

In addition to the factors mentioned above, there are twb
~other factors which have, invmywbpinion, a greater-effect on these .
g large vériations:in»foreigﬁ egchangegfvThe current Middle East_criéis::_
hés'it; negative effect'bn thé-éAMA:féréign exchéhgé holdiﬁés in.£Wo.
ways. - One is the halting of oil pfoduction and exports whenever thére
is a war breakoﬁt in thaﬁ érea° During the period underjstudy, two
wars occufredf-in 1967 ana l973—~fesulting_in a temporary cut in the
- flow of foreign exchange earnings to Saudi Arabia. The second negativé
effect of-the Middle East crisis is Saudi Afabia‘s'continuéﬁs annual
payments of more than S.R. 630 miilion (U.S,.$ 140 million) to other
Arab countries who were adversely affected by thé 1387 (1967) and 1393 .
(1973) wars.1 |
» Another important‘facfor which has a positive effect on SAMAfs
foreign éxéhange holdings is the major new developments in the pricing
of crude oil and in the financial arrangements between the govérnment
Vand the operating oil companies which took place in the 1970's. 1In the
1971-74 period_a humber of important agréements~c§ncerning the-incbme'
tax and royalty rates ag well as the posted prices of oil were reached.
This resulted in significant increases in oil prices, and ﬁence, in

foreign exchange revenues,

1sAMA, Annual Reports 1387 A.H, (1967) and 1395 A.H, (1975),
p. 1 and p. 12, B S - ’
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Throughbut the périod of study, investments have exerted a
positive influence on the'growth of the money supply. Accofdihg to
Table 8 the relaﬁive influéhée of thié factor was equalrto 69.10 pef-
cent, while its standard deviation Wés 198,80 percent, . Although:thESe
étatistic;l results indicate that in&éstments havg-a substéntial effeef
oﬁ fhé stockvbf mbﬁey, its variafion was large ag a'consedﬁence of théf
same developmeﬁts that'affectéd SAMA hdldings éf ﬁoreignvexchange in
“the late sixtiés and early seventies. This'figure'shows’thaf this item
has a lower positive effecf on the growth of the money:sﬁoék.

: Ag for the-negative'sourges of the monefary basé, we find thgt
the Special and Current Government accounts had respective»ﬁegative
means of 13.71 and 123.00 percent monthly over the period of study. .
Combining the ‘two accounts, it is_sﬁown that these government accounts
bear substantial-negative weight on the development of‘money'supply in.
Saudi:Arabia. - The respective standardAdeviations of these two acéounts
Were-é36.01 and;é39.86 percent monthlyq THesé broad variations mirror
the big shifts that government deposits at SAMA experienced, The éause
of these big shifts is government ekpeﬁditurés énd-revenués,kespecially
in the project_sectof which.constitutes tﬁe major portion, and which
tends to attain a normal level one or two mOnths‘éfter the announcement
of the'budget‘in Rajab. Peak level is in tﬁe later months of the
fiscal year, particularly in the last month (Jumad Al-thani).

Moreover, in the first five years of the period under study,
governmental budgets inciuded in their revenue éide allocations from

deposits at SAMA, causing a decline in the level of these deposits.
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At the end of tﬁe fiscal yeéfs,tsﬁrpluseé of the.budget éré'trénsferred.
to the.SpeEial and Current Govérnment accounts, thus raiéing their
ievels. So, these changés iﬁ the level_ofﬁdePOSits/throughbut the
period,pfoducé flucfuations in theycdntribution of government deposiﬁs,
which reflect ité‘strong négétive;éffect‘pn.fhe monetarYiEASe"énd on the
-ﬁoney sﬁpbly groth, ' . |

‘The other main negative source of therbase is "Other Liabil-

‘ities,"lwhich hés a negative effect of'$7;26 percent on the money
- supply (see Table 8). 1Its standard deviation of 227,63”percent india-r
cates the broéa shifts of this.item from'ifs average coﬁ;ribution to
the groﬁth of the.monef stock, ;

Money Supply Multiplier
Determinants -

The méan and standard deviation 6f each of the proximate deter-
minants in the~multiplier to fhe growth of money for the period under
study are given in‘Table 10, The currency faﬁio (k) mean contribution
was 045>pefcent, which indicates the 1ittlé influence this ratio had
on the gfowth-of the money stock, while the standard deviation was
14,28 percent, reflgctiﬁg a relative variation in the average contrib-
. ution of the currency ;a;io to the ﬁoney.supplfg .

VOne.of the main factors influeﬁcing,the amount of money the
banking system can create, given an increase in the monetary base, is
thé proportion of currency to demand deposits that the nbn-bankvpublic

desires to hold. Changes in the supply of base money by the mone tary -

authority takes the form 6f both direct cash payments to the non-bank



“TABIE 10

THE AVERAGE MONTHLY CHANGE ON A YEARLY BASIS
OF THE COMPONENTS OF THE MONEY MULTIPLIER
1385 TO MID-1395 A,H, (1965 TO MID-1975)%*

60 -

~ STANDARD

MEAN - . DEVIATION
@ o m
k ratio .45 o T 14,28
t ratio 53 7.03
r fatio -1.54  -' oo : 43,31
e rétio -Y.S9 '- | - | 11,09

**NOTE: The statistics in - this table are based on the following

_formulas:

B o m, ‘.Ak

M ok
B 2mn At
M Dt A
B S m
M 2r 43:

B Bm. Ae

M Qe

change.

change

change

change

in money supply growth due

in k ratio

in money supply growth due
1n t ratlo

in money supply growth due
in r ratio

in money supply growth due

in e ratio

to

to

to

to

change

chaﬁge
change

change

Where M=money supply; B=monetary base; m~money supply multiplier; k=
currency ratio; t=time dep051t ratlo, r=required reserve ratio;
e=excess reserve ratio.
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public and changes in the reserves of’commefciai banks; in fact, ar
major institutional feature of the Saudi Arabian monetary system is
that the principal channei.whereby the newly-cfeaﬁed currency enters
the hands of the non-bank public is direct cash payments by SAMA to
variousAministfies (such as salaries and wages of therpubliC‘civil eer-
veﬁts)° The iﬁétitueional'practice df direcfrcaSh ﬁeymente by.SAMA'te

‘various ministries is_one of the maiﬁ4factors responsiﬁle fof the'rapid
increase of currency in the hepds of the non-bank public reletive to
demand deposits.

Whether ehe non-bank fublic in Saudi Arabia hes held a fixed.
total amount ofrcurrency during the peried under stuey can be determined
by examining-thercurfency-to-demand deposits ratio (k)q, The trend ef
the k ratio is shown in Figure 2, which indicates a secplar tendency

in the behavior of this factbr during the period under study. Demand
deposits tended to rise during the period, but the absoigfe‘growth has
not been fast enoegh to prevent_currency'ffom represeeting a secularly
riSing proportien'pf demand debosits. This phenomenon can be observed -
directly from the behavior ef the k ratio{as an indicator of the habit
of using checks in paymeﬁts, revealing that currency is still more

Widely.used'than deﬁand deposits. Indeed, while the &alue of the k’
ratio has decliﬁed from 1,86 percent et.the end ef 1385 (1965) to 1.10
percent at the end of 1394 (1974), the non-bank public holdings of
currency is stillvhigher than demand deposits at the ene of the study

period. Figure 2 indicates another fact about the behavior of the k
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~ratio; namely, the existence of seasonal variations in the non-bank-r
public's demand for currency.

The 'seasonal tendency of.fhe non-baﬁkrpublic to'demand more
currency is maiﬁly noticeable in the months of Ramadan and Zul-Quidah
- of each Hegira year. The rise in thesejﬁwormoqths is a direct résult
éf'the'inéreaSe in econoﬁic activity which tgkeé pléce'inféaudi Afaﬁia“
ét this time, Dﬁring Zul-Quidah, a peak of currency in circulatioﬁ,is
reached when most of the‘pilgrims-havejarriﬁed agd convertéd their
féreign'exchange to Saudi Riyals to éover their expenses. Thus, there
is a rise in the amount of currency in circulation. As the pilgrimé
begin to leave the country sometime after the middle of Zul-Hijjah, the
currency in circulation gradually declineé, bﬁt riseé'égain for Jumad
Al-thani when governmenf payments .increase., The currency in circulation
reaches a ﬁrough in Rajab but starts to.rise again in Sha;aban. 1t then
reaches a second and feiatively lower peak in Ramédan.

This seasonal increase in the non-bank public's demand for cur-
rency is:ﬁainly satisf?ed by increase in SAMA's note issﬁés that takes
place dﬁring theée two months of each Hegira'yearo The pilgrimage sea-
son and the influx of bilgrims into Saudi Arabia.lasﬁs_more.than a month,
but Zul-Quidah is chosen becausekit'is during this month_that the k
ratio is at its highest level, in addition, the balance éheet of SAMA
indicates cleariy that SAMA'S note issue is at its peak in tﬁekmonths
of Ramadan and Zul-Quidah of each Hegira year,

Demand deposits'present.more or less the reverse‘situation as

that presented by currency in circulation. ' The trough in this case is
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reachedriﬁ Zul-Quidéh as a result of wi;hdraﬁals”from baﬁks'to finénée'
inéreased’cash,transacfioﬁé and foisettle'import bills. Tﬁéréaftér; as
the cu?rency in circulétion gradﬁally declines, déﬁand debosits gain-
and reach their peak in Jumad Al-~thani ﬁith ﬁhé_iﬁcreésé&-flow‘of éova
. efnment”expenditure§.. This is foiléwed by a deciine‘;s payments ére"
effécted’fo£ iﬁpérﬁsrmade to ﬁeet the increaséa demaﬁd‘during the |
Ramadan and the pilgrimage season;  -

Tﬁe:average contribution of the time-deposit ratio (t), -
according to TablelO,'waé ;53 percent, while its standard deviation was
7.03 percent, The relatively iow'fluctuaﬁion in the average influence
of the t»fatio indicaﬁesvité établé'énd high positive effect on the
mone& stock growth, figufe 2 éhoWs the behavior of the t ratio for
the'period_from 1385 A.H, (1965) to 1394 AH, (1974), and illustrates -
a secular growth treﬁd. From é low rate of .2035 at the end of 1385
'(1965),.the valuenof ﬁhe t ratio steadily rose until it rgached its
peak in the'middle of 1391 (1971) at the level of ,7256 percent, After
that, it recorded a,declining'tendenéy.thfough the remaining years of
the study; |

The réquired reserve ratio (r) has exerted a negative. influence
‘on the growth of money eduql to -,154.percent, while its vqriability
reachedré'rate of 43.31 percent,'revealing the substantial fluctuatibn
in its average negative contribution to money stock. The behavior of
the r ratio, which is shown in Figure 3, reveals -a secular trend
through the pefiod of study, This ratio shows a declining téndency

through the first eight years, reversing its behavior in the last two
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years tb.a strong rising trend., The decline in the reserve ratio pri-
marily reflects the effects df.éhe rising proportion 6f time déposité in
tofél dépQSits; Average résérVe requiremehts usually.arevSubstantially
lower on fime deposits fhan on demand Aepbsits,’whiie the forceful
gronh éf therr ratiojin the last two yeaisiis a'clear_in&icatidn Of,
thefheélthy rié;}inﬁﬁﬁeﬁdeﬁéga;déposits proportidn iﬁ fotal‘dépoéifé
and in relation to cﬁrrency'in'the haﬁds 6f the non;bank publié;

Thg meanvcontributiop.of the éxceés reservé fatié (e) was a
'neggtive-rate of .59 percent, while its standard deviétién was 11.09
perceht;for thé ﬁefiod under étudy (see TableviO),y Figure 3 reveals
the'behaviof of the ekéess réserve ratio for the perio& under étudy;
This figﬁre illuétrates thgléeasonal tendency for excess-rese?ve
hol&ings £§ decline in the niﬁﬁh and last months of-eéch Hegira year'

. and to, rise quickly by the first monthé of the following year. This
phénomenoh indicates that during the fasting month of Ramadan and
E duriﬁg fhe pilgrimége season, cbmﬁercial banks need ﬁéré cash to
satisfy the increased vqlume'bf transactions; thereupén; they convert
their excess reserves with SAMA into cash. The probability that the
© demand:of banks for cash is affé¢ted by the'afbremeﬁtioned is further
supported by a noticeable tendency towards a comparatively high level.
of feasts (Eid-al-Fitr énd Eid-al—Adha).spending activity in the
country, ;Consumer expendiﬁuré is mainly financed by dissaving.-

| Moreovef, Figure 3 shdws that thére»has been-avrising trend in
absolﬁte terms in excess reserve ho;dingé. The absolute sum of these

assets had risen from §.R, 89 million at the end of 1385 (1965) to
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the amount of S.R, 838 million by the end of 1394 (1974).2 The imclin-
ation of commercia1 banks to maintain a significant émouﬁt bf'excess
resérves can be aftributed to thé totél'absencefof a money market iﬁ
Saudi Afabié, lack of bank managerial:ability,and expériehce, and,

" of course, risk avoidance desire by the banks, -

Seasonal Patterns in thg Monthly
Variation of Mbney.Stock

In'this section we are going to determine statisticaliy if
there are any seasonal patterns in the monthly variations of the money
stock,_the monetary base, the money supply multiplier,fandrtheir deter-
. vminaﬁts," To achieve this, we are going to do avsaasonalvanalysis'using
the following linear regression model:

12
Y. = b, + § b, « D, + by, = T. + € :
j 1 o i 13 i J . ) .
_ i=2 i=1,2,3, ..., 125

Where

Y. = value of dependent variable under consideration for

-3 ‘month j. The dependent variables are M, B, Fx, GD,
m, k, t, r, e, and the monthly percentage change of
each on an annual rate is as follows:

‘ M“=J£§¥_ = percentagé change of money supply
mszi . .
B == = percentage change of monetary base
mlkBl .
Fx= Mv' = percentage change of foreign exchange
mZXBS : :
GD= T = percentage change of government accounts

23AMA, Statistical Summary 1395:96 AH.. (1975-76), p. 46.
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m = E{%E"= percentage changé of money supply multiplier-
k = —%— EB: Ok = percentage change in'mqney supply

due to change of k ratio

t = 28 A¢ = percentage change 'in money supply
t due to change of t ratio :

r =_B 3m Ar = percentage change in money supply
- M r : due to change of r ratio

vpercentage change in money supply

e = _B; am A,e
M due to change of e ratio

e

b, = constant term representing the effect of the constant
growth over the period in addition to "change between
months Zul-Hijjah and Moharam," i. e,, monthly change 1

b, = the effects of monthly changes 2 thfough 12,

' where i = 2, 3, 4 ..., 12
D, = dummy Variables where D,=1 1f the month=1i; Di=0 if
1 the month does not equal™i; for each i = 2, 3, 4 ..., 11
b__= the coefficient of t1me, i.e., - the slope.- of the regression
13 14 .
ine .
Tj = time; i.,e., month number 1 through 125
e = error for monthly change j
J '
The Tests

First, a coefficient of mﬁltiple'determination R2 and an F-test
will be used to determine the existence of a statistical relationship:
between the set of independeﬁt variables and each of the dependent
variables.

Second, a two-tail t-test wili be performed to determine the

statistical significance of each of the Beta coefficients,
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The Results
This study éovers a ten-and-oneahalf-yeér period, starting.with
Mohéfam 1385 (1965) and ending with Jumad Al-thani 1395 (1975);3 Mbnthly

data concerning the different variables of the study were obtained from

~ the Annual Reports and Statistic31 Sﬁmﬁaries published by the‘Saudi
V AréBién Monetary Agency. | o o | -

Table 11 presents the results of stepwise regressibns for the
money supply, the monetary base, thé ﬁoney supply muitiplier, and their'
detefminants, When feferring to this table, note that significance was
détermined'usiﬁg a two-tail f-tést° Thus, t-values between -1.96 énd
+1;98 would indicate that any one seasonality coefficiént was nof
significantly different from zero at the 95% levelvof cpnfidencef. Note
also that the data used to compute these regressions were obtained by
subtracting the values of the dependent variable in month i from that
of month i-1, where i ranged from 2 to 126, Thﬁs, tﬁe daté-used repre-
sent monthly changes.

Ldéking at Table 11, we see a very definite seasonal pattern in
the-montﬁly changes of the dependeﬁt variables M,’B,.k, and r, By
analyzing the seasonality coefficients, wé can see that in general, they
have highly significant monthly changes for the'firsé month of the year
and for the seqond,half of the year. The coefficiént of time is very

insignificant for M, B, and r, but highly significant for the k variable.

3See Appendix A for a conversion table of Hegira to Gregorian

year,
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TABLE 11

REGRESSION COEFFICIENTS AND ASSOCIATED STATISTICS*

: B WS s, | A% | BAE | B SEanE 35adf 35aE snas
Yeriabie E _E;. M%I’ —Ei' - Mka'M'tA.Mfr.inféw;"
Constant . |10.64 [12.87 °|151.49 |-167.44 |-4.91: |-10.03 - |.62  |6.46 .. |6.82

(2.8Ly#x| (2.32)%| (4.55)%| (2.51)%%| (1.16) |(4.11)%* (.40)  [(.56)  [(1.96)

R o0 [0 | 0 [ |11 [0 | 0 |8

: : : (1.67) |(2.98)%= (.51)

3. 6 | 0 | o o 0. | 7.1 | 0 |-23.16 |-8.68

o (2.26)%% tae falsn

% G T o0 o | o % ] o ] 0  [12.98

: , (2.70)%%
S 0 0 o |0 [0 % o | o FLi3
: : v : (2.31)%*
' o o ' (1.96)
7 73,86 |72.82 o [175.50 |-2L.%4 T [8.86 40,03 [ -5.79
(4.33)%%| (4.73)%%| - (7.75)%%{(1.76) (4.39)%% | (3.02)% | (.99)
3 T58.60 [-80.48 | O | 0 |26.45 ~| 0  F6.21 [26.67 | -6.31
(5.69)k%[(502)8%| (2.05)%%| (2.95)%k|€2.08)%¢ | (1.28)
9 297 | 0 | 0 | o0 |27.92 |-13.8 |0 29.20 | -6.22
- 213y , {(2-16)%%| (4.66)% |- (2.00)%* | (1.26)
16 [52.39 |50.05 |-18%.88 ] o0 | 0 3255 0 |23.98 | -8.50
- (5.15)%%|(3.12)%%| (1.61) ‘ (10,57 )| - (1.68) | (1.73)
I |40.07 |-38.5L | 0 | 0 | 0 | -833 [0 | 0 [0
(3.89)%%| (2.40)%* R (2.58)%* 1B (2.46)%%
12 90,92 [90.72 | 0 0 [ 0 [wez | 0 3.2 |
(8.84)%%| (5. 65)% (13.19)% - (2.23)%* | (1.10)
Tme ] 0 | 0 o 0 [ o [z [0 I3 | o
' ' . (7.33)%% 1(1,01) :
R | -618 | 467 | .0ZL | .328 | .11z | .670  |.20T | .209 Iz
53 31,97 (20,87 | 2.60 [ 60.13 [ 3.77 | 33.30 [5.33 | 3.82 1.29
Significance{ .001 .001 110 .00L . 006 .001 .001 .001 | .237

NOTIE: Regressions are based on 125 months of data from 1385 (1965) to mid-1395 (1975).
“.. *The t-values are given in parentheses below each coefficient in absolute values.

?*Siguificant at the .05 level or better, using a two-tail test.
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The high positive t-poefficients-for fﬁe k ratio reflect an acééleration
in its growth rate, This behavior, however, is_not'expected'fo prevail
in the future,

From the regression Rz, we find that 62%.and 67% of the
variations in ﬁoney supply an&‘the.currency rafidrreSPectively, can bé.
explained by séasonal fiuétﬁétions‘and-timé. For both,'the>f vélﬁe' |
shows that the_R2 is greater than zero with a 99.9 percent probability.
Although the Rg of the moneﬁafybbase and the required reserve ratio are
not large, their F‘valués show. that they are greater than zero witﬁ very
high certitude;

. . The RZ of the government deposits, the money supply multiplie:,
and the time deposit. ratio, are significant at ,001, 06.6; and ,001
level, respecﬁivély.' But, very feﬁ of their moﬁthly changes are sig-
nificant. Thus, for these variables the significant seasonal
‘fluctuéﬁiOns ére limited to only a few months in each case..

The two remaining variables, the foreign exéhange (Fx) andﬂthe
‘excess reserves ratio (e), show oply a couple‘bf months that afe
significant, while their RZ and overall F value are not significant,

In conclusion, results from the regression equétion indicate
that the change.in the money supply, the monetéry base, the purrenqy
ratio, and the;required’reseTQes rgtio, showé‘a ﬁery strong-seaébnal
trend, The beginning of the year shows positive chaﬁges (excépt the k
variable), Wﬁile the second half of the year shows fluctuating signif-
icanf changes, The variables GD, m, and t, aléo show some‘sighificance

for a few months, but the actual seasonal patterns are not strong
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enough and are even more difficult fo pinpoint. At the same time; the
RZ for each of these seven equatiéns waé found to be highly significant.
Finally, the regressions for Fx and e, Whiie showingrsignificant' .
seasonal coefficients fof'only a few months, in neither case showed-a;

Sigﬁificant R?,



CHAPTER 5 -

SAMA AND MONEY SUPPLY CONTROL

In Cﬁ%pter 3 wé diséussédwtherpfoximate detefﬁiﬁants‘of thé
ﬁoney suppiy equatioﬁ ané‘exémined the eﬁfeéts of its essentialleléménts
.on'thé money.stock in Sau&i Arabia. Chéﬁter 4 discussed the behavior of
tﬁe,monetarf base and the money supply multiplier, énd considered the
pbssibilit& of arseasonai pattern in thié behavior,- In that chapter,
there was also an aﬁalysis of the monthly variations of the main CQm-
ponents of these two elements. We will now examine the mone tary policy
" tools availaﬁle to SAMA and consider their effectiveneés.in controlling
the money supply gréwth. |

The present chapﬁerkis divided into two sections., 1In the first
we wiil discuss the availabie;mOnetary bolicy‘instruments in Saudi 
Arabia: The second section deals with the prbblem of controlling the
money supply.

Available-Monetary_Policy
- Instruments ‘

The traditional instrﬂmentgvof domestic monetary policy éifher
are non-existent in Saudi Afabia'or are precluded from being effective
within the‘Kingdom; For example, the Islamic religion forbids the use
of intergst, Thus, discount policy and open market operations are
resfrictgd. The only instruments available under the present institu-

tional arrangements are: (a) reserve requirements, (b) foreign
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exchange operations, and (c) manipulation of goVernment deposit accounts

between SAMA and the commercial banks.

Reserve Requirements

| The Banking Control Law of 1386 AH, (1966) gave SAMA the power
to véfy thé'réquired resefves between 17.5 and i0,0 perbent; with the
appfoﬁél of the Minister of Finance ahd National-Economy, ~Thus, SAMA
can influence.and control the money suéply'in the.country,z If.the
national econoﬁic situation calls for an increase in the'growth of the
money supply, SAMA can lower the'reqqired reserve rate by‘as much as 5
peréent to provide more liquidity to the economy. Cn the other ﬁénd,
if there is:an inflationéfy trend in the national economy and there is
morermoney than is néeded, SAMA can raise the rate beyond 15 percent to
reduce the unneéessary liquidity in the econoﬁy. Since the introducﬁion
of the Banking’Control Law,'the reserve requirements remained stable>
until the.end of thé period under study. Although thé réqﬁired reserve
ratés-helﬁ to méintain control in Saudi Arabia in view of the infeasi-
bility of open market operatiéns in secu;ities, they are not totally
veffective, ‘This is because of the rélatively low ratio. of demand
depbsits,to currency in circulation on fhe one hand, and the relatively
high,ratiq-—Bé,thercent by mid-1394 A H., (1974)--of cash to total
assets for the commercial banks within the Kingdom on the other, More-
over, throughout the period of study there were no reports on SAMA's
usebof this instrument to influence the liquidity position of the

commercial banks. Hence, it is very difficult for us to judge whether
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SAMA has used this instrument to offset undesirable movements in the.

money supply.

Foreign Exchange Operations
There is no establishéd official market in foreign exchange in-
Saudi‘AraBiag 'Mbreo§ér,'SAMA ddés'not undetﬁéke any fbréign-exchangé
oPerationé'other than sélling spot U.S, dol;érs to commercial banks,
" The flqw'of oil reveﬁues, which are in foreign exchange, results in a
simultaﬁepus inéreasé'in the foreign assets‘of SAMA'és well as in
government deposité.- Almost all foreign éxchange assets of SAMA aré'paid
diréctlyjto SAMA by‘the oil companies in montbly ihgtallments. This
means thaf this domiﬁant positive source of the Kingdom{é monetafy base
is easier for SAMA to control than it would be if export proceeds were
paid to the private sector. Despite ﬁhis-apparent monetary control
Vadvéntage, SAMA's ability to control foreign exchange is limited by

the Agengy's overriding concern with stabilizing the value of the Saudi
Riyal in relation to foreign currencies,_

‘SAMA foreign exchange operations can be used as a tool for
controlling the money supplyAby regulating.the sale of foreign exchange
to commercial banks. SAMA can increase or decrease commercial bank
regerves, and hence'money supply, by selling or buying foréign exchange.

During the period under study, SAMA's purchase and sale of foreign
exchange from and to the commercial banks are hét reported. Lack of
data on thése.operations makes it impossible'for us to-decide if SAMA

has used this tool to control the money sﬁpply.
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Government Deposits
In most countries, an increase in governmeht expenditures can
be met by one bf,more of the foliowing three activities: (1).1evying
 of taxes, (2) the sale of securities to the private sector, and
(3) monéy creation, Nei;hér (1) nor (2) is relevant to’govgrnmént
'expenditures‘ih Saudi Araﬁia'since'government revenues coﬁe”exciusively
from oil. This leaves us with money creation as the means. by which the
Saudi:Afabién:government can,finanée its exﬁenditures, HoweVer, since
the nged for government borrowing currently is ndn-existent,lthére is no
market in.go_vernment'securities° In fact, the govermment is the éource
of fundé for many sectors of the ecoﬁomy° Therefore, an increase in
goﬁernment.ddmestic expenditures means a decline in government deposifs
at SAMA, Coﬁsequently, theré will be a fise in the currenéy‘in circu-
lation and the.commercial 5aﬁk deposits and reserves at SAMA | which
would result in an increase in tﬁe money supply.

. SAMA Eanriﬁflueﬁce thé money supply by the manipulation of
deposits between its banking department and the commercial'béﬁké.- That
is, when an’increase (decrease) in the money supply is required, SAMA
can transfer (withdraw). government deposits to. (from) the commercial
banks, Throughout the period of study, SAMA did not report whether it \
used this instrument to 6ffset any'undésirable7m0veﬁents in the money
supply. In addition, it is not known whether SAMA has complete freedom
to m;nipulate government deposits or if permission is requiredlfrom the

Minister of'Finénce and National Economy. There were two occasions,

in 1381 (1961) and 1384 (1964), where this tool was used but there is
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- ﬂo available informationICOnéérning the‘perioa.under:study.. Héncé,'we
~ cannot Sa§ definitely that SAMA has used this instrument in the last
ten years to influence the money supply. |

Eﬁen.if we assumed that SAMA has been effectively using the
tﬁree.inétruments 6utlined.ébove.to offset undésirabie'movemeﬁts in the
monetary—basé; it does nét neceésarilé}foilow ﬁhaﬁ.SAMA cén effectively
contrbl-the money supply,j It was.mentioned previoﬁsiy.thét the méney
stdck is the product of . the monetaryrbasé and the mqney supply multi-
plier. Since the money supply is detérmined partly by the money supply
-multiplier, SAMA has to foredast movements in the multiplier., Moreover,
since the value of the money supply multiplier‘is variable in the shorf
fun, prédictioﬁ of its value and the value of its prqximate'determinaﬁts
iS'neceséaryﬁin order for SAMA to control the money stock. SAMA has
never reportéd a caléulation of.or a prediction of the value of the
multipiier or its deterﬁinantge

Controlling Moﬁey Supply
in Saudi Arabia

‘In‘Saudi Arabia the ﬁonetary aggregate that can be measured at
any particular time is ﬁhe monetary base sources, The base money uses
. cannot be’aﬁalyzed in the short run because it is difficult to meaéure
the currencj in.the hands of the.public and the notes held by the com-
mercial banks.

Evidence presented in Chapter 4 suggests that monthly changES in
money stock results mainly from changes in the monetary base and its two

dominant'components, which are foreign exchange and government deposits.
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If the base money were under the direct éohtfol of>SAMA,fthe agency
would be able to control the variations in the money étock, |

Varia&ions in féreign exchange are,directly related to ﬁovements'
in the balance of payments, which are beyopd SAMA's control, 'Variétiqns
in government deposits are related directly to changes in governmént,
expeﬁditures.' Government éxpénditufes, being the main4$ourCe of funds
fér most sectors of the SaﬁdibArabian economy, play a major role in
;affecting the money supply growth. Thus, it would be appropriate to
study SAMA's ability to control the money supply. ' This will be acéom-
 plished by statistically investigating Whéﬁher SAMA takgs anylaction,
through controlling goverﬁment deposits, to feduce the effect~of foreign
exchénge variations on money supply. Hence, we regressed the monthly
bpercentage changes in money supply due to changes in government depcsits
at SAMA on the monthly pércentage changes bf‘foreigﬁ exchange, invest-
ments, gold, total commercial bank reserves at SAMA, required reserves,
and excess feserves°

- To accomplish this regression, the following equations are

 gpecified:
x, = £(xq, X9, X5, Xg, Xq3» XlA)
xg = f(xl, xé, X5, Xgs X13’.Xl4)
%, + xg = f(x1; Xy, Xg, X9’vx13’ Xl4)
where
x% = monthly percentage'changes in:Government Qurrent Account
XS = monthly percentage changes in Government Special Account
x = monthly percentage changes in Foreign Exchange

’
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X, = monthly percentage chahges in Investments
- Xg = monthly percentage changes in Gold

= monthly pércentage changes in Total Commercial Bank
Reserves at SAMA :

X3 = monthly percentage changes in Required Reserves

X14 ='monthly'percentage éhanges in Excess Reserves

A t-test was conducted to determine ﬁheﬂrelationsﬁip betﬁeen the
‘dependent and independent variables, and an R2 and F tests,were used . to
determine thé statistical significéﬁcerof the regreséion, 

From Table 12 we can teil that the t-value fdr the Gé&ernment
Current Accpunt is highly significant withrrespect to Foréign Exchange
“and Gold, but very insignificant for thé four other Variégles.‘ This |
Vmeans that there is-a strong relationship between the behavior of For-
eign Exchange and Gold and Ehat bf.Governmént»Current.Actéunt,

The Government Special Account t-vélues do not Shdw any
significéﬁce for any of the‘independent variables, except for x9, which
" has a very significant.relationship. When we add the two government
accounts together, we find that the t-values are highly siénificant for
just Foreign Exchange and Gold, but insignificant for the other four
rvariables. This shows that Gévernﬁent Accouﬁfé at SAMA~respond'spon-
taneously but not proportionately to variatiomns in Foreign;Exchange and
Gold.

Although the R2 of Government Current Account, Government

Special Account, and the two accounts added together, are not large;



REGRESSION COEFFICIENTS AND ASSOCIATED STATISTICS* ;'

TABLE 12

Dependent " F value
Variables Xy X9 X5 Xg X13 X144 R2 Significance -
% 1.22 .28 .25 .26 .34 .11 1120 3.30
/ (2.82) (.77) © (2.48) (.93) (.80) (1.16) 014
x .073 ,070  -,037 45 40 .66 086 2,81
8 - (.25) (.28)  (-.92)  (2.55)  (1.40) (.98) : .028
3 1.36 40 .37 .33 .76 . .08 16 5.15
7,8 (1.16)  (1.73) (.76)

(3.07)  (1.08)  (3.58)

.001

#The t-values are given in parentheses below each coefficient,

08
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their F'vaiues show that they are greaﬁer than zero with very high )
. probabiiiﬁy. o
| The results of the statistical tgsttreveal,that SAMA takes
little action to offset thebeffect of foreign exchange variations>on
gchrnment deposits, and thus, on monef'Supply. Aétually SAMA's main
function is to stabilize tHeISéﬁdi”Riyai énd fix its value in-rélétion
tokﬁoreign currencies, as mentioned before. In addition to ;his; SAMA
helps the Miﬁistry of Finance to centralize the receipts and expéﬁditures
of the govefnment, and to control governmenf expénditures in accérdance
with items on the auth&rized budget,. This was regulated by the Royal
VDecreé which established SAMA in the:early 1950's., >This same Aecreé
vprohibited SAMA from dealing in interest rates and creating public debté-°
Given the 1imitationsron the effectivéness of its domestic ﬁonetary
policy tools (discussed above), SAMA has been and is primarily-aﬁ
agency for imblementing the fransactiénal.or operating aspects of
internationai investment. Its domestic economic policy analysis capa-

bility is rather theoretical and limited at this time.



-~ APPENDIX A

CONVERSION FROM HEGIRA TO
GREGORIAN DATES
‘Most statistics of'Saﬁdi Arabia érevbaSed on. the Hégiﬁa rather
than the Gregorian year. The following is a conversion of .dates, based

on information from the Saudi Arabian Monetary Agency Statistical

Summaries and Annual Reports,ffdr the ten-year period undexr study.

Listing of Years

Hegira Year . ' Gregorian Year
1384/85 ' : 1965
1385/86 1966
1386/87 1967
1387/88 : ' 1968
1388/89 . - 1969

-1389/90 . o - 1970
1390/91 1971
1391/92 - , _ 1972
"1392/93 : - 1973
1393/94 1974

1395 ' ' 1975

Listing ofuquths

Hegirg Year . . Gregorian Year

1385 : ,
. Moharram © May 30, 1965

Safar June 28, 1965-
Rabie T July 28, 1965
Rabie II August 27, 1965
Jumad T September 25, 1965
Jumad II " October 24, 1965
Rajab : - November 23, 1965
Sha'aban ‘ December 22, 1965
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" Hegira Year
1385

Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

1386
Moharram
Safar
Rabie T
Rabie II
Jumad I
Jumad II
Rajab.
Sha'aban
Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

1387
Moharram
Safar
Rabie I
Rabie I1I
Jumad I -
Jumad II
Rajab
Sha'aban
Ramadan
Shawal
Zul-Quidah
zZal-Hijjah

1388
Moharram
Safar
‘Rabie I
Rabie II
Jumad I
Jumad I1
Rajab
Sha'aban
Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

Gregorian Year

January 21, 1966

February 20, 1966
March 22, 1966
April 20, 1966

. May 20, 1966
- June 19, 1966 .

July 18, 1966

~August 16, 1966

September 15, 1966
October 14, 1966

November 13, 1966

December 12, 1966
January 11, 1967

- February 9, 1967

March 11, 1967

- April 10, 1967

May 9, 1967

June 7, 1967

July 7, 1967
August 5, 1967
September 4, 1967
October 3, 1967
November: 2, 1967
December 1, 1967
December 31, 1967

-January 29, 1968

February 28, 1968
March 29, 1968

April 27, 1968
May 27, 1968
June 26, 1968

July 25, 1968

August 24, 1968
September 22, 1968
October 22, 1968
November 20, 1968
December 20, 1968
January 18, 1969
February 17, 1969
March 18, 1969
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Hegira Year

1389
Moharram
Safar
Rabie I
Rabie II
Jumad I
Jumad II
Rajab
Sha'aban
Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

1390
Moharram
Safar
Rabie I-
Rabie II
Jumad I
Jumad II
Rajab
Sha'saban
Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

1391
Moharram
Safar
Rabie 1
Rabie 1T
Jumad I
Jumad II
Rajab
Sha'aban
Ramadan
Shawal
Zul-Quidah
Zul-Hijjah

1392 -
Moharram
Safar
Rabie 1
Rabie II
Jumad I
Jumad 1T
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- Gregorian Year

April 17, 1969

- May 16,.1969

June 15, 1969
July 14, 1969
August 13, 1969

" September 11, 1969

October 11, 1969

November 9, :1969

December 9, 1969

~ January 7, 1970

February 6, 1970
March 7, 1970

April 7, 1970
May 6, 1970
June 5, 1970

July &4, 1970
August 3, 1970
September 1, 1970
October 1, 1970
October 31, 1970
November 29, 1970
December 29, 1970
January 27, 1971
February 25, 1971

March 27, 1971
April 25, 1971
May 25, 1971

June 23, 1971
July 23, 1971
August 21, 1971
September 20, 1971
October 20, 1971
November 18, 1971
December 17, 1971
January 16, 1972
February 15, 1972

March 15, 1972
April 13, 1972
May 13, 1972

June 11, 1972
July 11, 1972
August 9, 1972



Hegira Year
-1392

Rajab

Sha'aban

- Ramadan

. Shawal
Zul-Quidah

Zul-Hijjah

1393
Moharram
Safar
Rabie 1
Rabie 1II -
“Jumad 1 -
Jumad 1T
Rajab
Sha'aban
Ramadan
Shawal

Zul-Quidah

Zul-Hijjah

1394
Moharram
Safar-
Rabie I
Rabie II
Jumad I
Jumad II
Rajab
Sha'aban
Ramadan
Shawal
Zul-Quidah

-Zul-Hijjah

1395
Moharram
Safar
Rabie 1
Rabie II
Jumad I
Jumad 1T
Rajab

85

Gregorian Year

September 8, 1972
October 7, 1972
November 6, 1972
December 5, 1972
January 4, 1973 |
February 3, 1973 -

March 5, 1973
April 3, 1973
May 3, 1973

- June 2, 1973

June 30, 1973
July 29, 1973
August. 28, 1973
September 26, 1973
October 26, 1973
November 24, 1973
December 24, 1973
January 23, 1974

&

February 23, 1974
March 23, 1974
April 22, 1974
May 21, 1974
June 20, 1974
July 19, 1974
August 18, 1974
September 16, 1974
October 15, 1974
November 14, 1974
December 14, 1974

. January 1, 1975

February 11, 1975
March 13, 1975
April 11, 1975
May 11, 1975

June 9, 1975
July 9, 1975
August 7, 1975
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