
f' \ ' '.Y~ :J{' I.).\' H (4)UN1VE.'1SiDAD£ .VOVA DE L1SaOA 

,~?1)00/c 

IMPLICIT TAXZS AND CREDIT CEILINGS; 

TSE TSEASURY AN~ ~RE BANKS IN 

PORTUGAL 

Luis MA Be:eza e Jorge 8. 'de Macedo 

Working pape: S~ lO~ 

UNIVEaSIOAOE NOVA D~ LISBOA 
F~culdadG de BeanQ_La 

Travessa zat.vic Pinto 

1000 r.ISBOA Dezembro, 1985 



lIoPLICIT TAXES I#:) CREDIT CEILINGS: 
THE TREASLRY I#:) '!HE BANKS IN ~L * 

LUIS MIGUEL BELEZA 
and 

.J<::RGE 8RAGA DE MACero 
Faculty of Eccncroics 

New University of Lisbon 

Abstract 

Sustaining goverrment t:udget deficits in h1gh pucl ic debt countries 
requires increasingly diverse fonns of tax anesthesia whicn rrust be 
recognized and acco.Jnted far" in policy analysis. In eccnanies with 
exchange conu'Ols, there my be an interest rate tax, iltplicit in lQt 
rea' interest rates, credit ceilings or other aaninistered controls 
i~ by the T""""-Ir")' on the Bonks. Such i~1icit taxes and up being 
paid by lenders or bcrrcwers;,too camet avoid them by IIDVing abroad 
(section 1). All dcmest.ic banKs were nationalized in POrtugal in the 
wake of the 1974 Revolut.ion. The hybrid nature of the POrtuguese 
camercial banks suggests that one may or may not take the consolidation 
of the finanela1 public sector to include them (section 2). 

A decarCOtlntion of the debt to inca'l'E! ratio in Por1:.IJgal frcrn 1916 
to 1987 according to both criteria sht:::ws substantially different tax 
bases for dcmestic seignorage (section 3). The incidence of the 
anest.hesized tax is on private borrowers or lenders. They suffer frem 
spreads well in excess of any reasonable intermediation """gin. 
Estimated revenue frcm the isplicit intermediation tax is substantially 
larger than frem dcmestic seignorage (section 4). The ongoing tax 
reform cannot be seen as """"lete unti I isplicit taxes are accounted 
for . 

• This paper, written during a sabbatical 1_ of the second author 
fran Nova, stems fran joint work with Manuel sebastiao. we 'thank our 
colleague for discussicos as well as for useful ccmnents CO an earl ier 
draft. Joao Fernandes provided excellent research assistance at the 
Center for Social Econarrics. 
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1. An accounting framework 

seeing controls as sources of revenue rrakes it easier to understand 

the difficulties of fiscal adjustlrent and the dangers of financial 

deregulation in high public debt CXlUJ1tries. The literature, e.g. IMF 

(1987). touches all too briefly on the link between financial 

programning and fiscal whey. largely because the various ways 'in wrncr, 

the public sector deals with financial intenrediaries are not adequately 

accoonted for. Rather than at~ting tD p,...,....,t a ccnprei1ensive 

accoont1n9 fr""","",rK. we focus on the borra.;ing by the Tr""""ry fran the 

Sanks as a suggested interpretatiCfi of the lar<;je spread between the loan 

rate and the deposit rate. we argue that borrt><ing by the public seetDr 

under cradit ceilinglil and exd1ange controls is tantaIroUnt tD an irrplicit 

form of taxation. This has not been given sufficient attention in the 

orgoing efforts tD bring about tax and public seemr reform in many 

countries. We concentrate here on dcnestic debt, even though t:ne nature 

of sovereign oorrot.'ing in international capital !t11rkets suggests that a 

ccnprehensive accounting framework rught tD reflect the choice between 

_tic and foreign-held public debt. 

In the eu"""""" CQmulity. for _leo the opening up of darestic 

capitel flm'kets is required by the objective of a single ""rket in 1992. 

Irrposing financial discipline in high public debt """'*"'r cruntries may 

be the only cradible measure tD end the direct financing of the Treasury 

by the Sanks. In at least sare of these high pub1 ic debt cruntries. the 

current system is unsustainable and the alternatives invo1ve mintaining 

the closing of the: darestic capital market, perhaps sharing financial 
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repression in a "soft currency club" t 100sely tied to the European 

Monetary System, see Macedo (198Sa). 

In the fully consolidated view of the pUblic sector, shown for the 

closed econa1ly in SUiter (1985), the enan9'> in the oronetary base >.CUld 

be treated like any other source of goverTI1'Stit revenue. Instead, we 

take all public debt not voluntarily held by Banks to be Treasury 

I'I"OOetary base. other assets, especially claims on foreign rronetary 

authorities, or foreign-held pUblic debt may chan9'> the Banks' profit 

and loss account. but they are treated here as la;;ering the irrplied 

gcvernrrent budget deficit rather than as financing it. 

The nature of debt acctIrulation in these high pUblic debt oountries 

_ that the Treasury can adjust to high real interest rates by 

f'l"Iaintaining a sizable source of revenue fran the central Bank. This is 

collected not so rruch in the form of currency but rather through bank 

reserves and controls ..,ien inc.......... the demand for pUbl ic debt on the 

part of the tanking system. This view efI1lhasizes that the qualitative 

carposition of pUblic debt does matter. In the Italian context, this 

point has often been seen in terms of ...rriages and divorces be_ 

Banca and Tesoro. The broad inplication of..nat one of us calle<:! the 

"gospel according to UCLB" is for the careful study of the variety of 

ro1es the Treasury takes wi th respect to Banks (1). 

Like""", efforts at Nova, Beleza at OIL (1984) or !larbosa at 51. 

(1985), the 80cc0ni approach tcu::hes upon recent e<:Ivances in the 

strategic analysis of govem:nent behavior and raises the issue of the 

independence of the central Bank. In this sense, the accounting 

fr~rk presen'ted here may serve to rotivate the need for a m:::n"leury 
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ccnSt.itutlOf1 so dear to the !1En1Jers of ttIe publ ic ChOice sch::x,)l, see 

Brennan and Buchanan (1981). In any event, uncovering anesthesi zed 

taxes or disguised fiscal policy shews the political element OOhind 

'financial discipline, etJl)hasized in the cmparative analysis of Germany, 

France, Italy and Great Britain in the 1920& and the united States in 

the 1950$ by Alesina (1988). The idea that extarnal financial 

l1beralization may be a way of neutralizing the dOmestic lobbying 

efforts for deficit financing ;s a1so r-eminiseent of SCtI'e of the 

econcmic devel~t literature. 

The order in which trade and financial protectiooisn m;st te 

rennved is not indifferent. The analysis of Hberalizatioo episodes ,n 

the SOUthern Q)ne of Latin Arrenca suggests a sequencmg of poliCH:;$, 

where danestic resl liberal izaticn should precede external financial 

liberalizatioo, see EdoIards (1984) and Macedo (1965). This suggests 

that the renoval of financial protectionism requires dcmest;c financial 

liberalization, narrely the reccgnition of the ill\Olicit taxes and 

administrative controls designed to favor borrOWing by the Treasury. 

The ability to bring about an irreversible monetary reform without 

external pressure may be limited in high public debt countries. 

Nevertheless. the f'or'tugUese debt experience _ clear thet the 

expectation of external financial liberalizaticn need not by itself 

va1idate a change in the cbnestic financial regim. 

2. The Portuguese debt experience 

In the aftermath of the April 25th. 1974 Revolution. all dcmestic 

banks were nationalized ano the growth of public debt began. 

Exparsionary demand DOl icies from 1974 to 1977 required extamal 
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adjustment in 1978/79. After a brief attemPt at disinflating in 1980, 

inflatia'lary policies reswed arid, ln 1981/82. the ect::lf'IOO'I)i was again 

"out-of-phase" relative to part.ners' business cycle. As a result a new, 

severe adjust.rrent progrOO1 was required and irrplemented in 1983/85. 

Throughout, the dermnd for govenrent bonds was facilited by nationalized 

banks and a system of direct monetary control based on credit ceilings. 

Before 1986, the banking system was the alf'l'l:)St exclusive market for 

savings. The policy of adninisterec:t interest rates consistently tried 

to steer deposit rates so as to stitJlJlate savings. Credit cail ings have 

been establisr..d on an individual basis, aco::>rding to the """"nt and 

type of each bank's deposits and equity. The existence of exchange 

controls and the unavailability of alternative instruments to domestic 

depositors created a captive narket for nationalized ccmrercial I".laI1ks. 

In 1985/87, after private banks wer.. allowed to operata a .-- and the 

capital markets started to develop, the I!DI'\CIlOly of the public s&ctor 

began to aroda. 

Demond for credit, however, frequently exceeds what can be afforded 

by a responsible rronetary policy. As a rule, the allocation of credit 

to the private sector has had to be _zed due to the debt behavior of 

the enlarged public sector (General Gov$rrment and ncn-finenci"l public 

enterprises). As a ccnsequence, the Central Bank has no alternative but 

to freeze the potential excess liquidity ,.,ich ends ..., in the banking 

system. In order to avoid the (rstlena]) f'8S!lClI'lS'> on the part of 

ccmrercial banke of tuming dew> requests for deposits ,.,ich cannot find 

their way into loans, the central Bank has rewarded potential excess 

1iquidity at reasonable interest rates. As 1iquidity purchases haVE! 

been increasing fast, the net effective 'interest rate on the pub1 ic debt 



held by the central 8anl< has turned negative. Treasury bills. the only 

relevan, mstrLm.nt of public debt that may be seen as voluntanly held, 

did oot begin until 1984. It is not surprising that private a:mt'Il!rcial 

banks, unlike their national1zed brethren are not very active in public 

debt markets other than Treasury bills (2). 

There is now increasing awareness that the high public debt 

threatens the anti-inf1ationary progrtvn initiated in late 1985. This 

program managed to cut the rate of increase of the GIlP deflater fran 20% 

in 1985 to 11% in 1987. bringing ex post real interest rates on dcrrestic 

public debt uP fran -10% to +1%. """""",,110. as sIlco<n in the Tables 

below, the reported primary budget deficit including Treasury operations 

fell frem the equivalent of 5% of GIlP in 1981/85 to one half of 1% in 

1986/87. and _tic seignorage fell fran 5% to less than 1% of OCJP 

over the same period. Note that} in 1980, the Treasury decided to 

revalue the stocl< of gold reserv.... (3). This once-and-for-all change in 

the level of public debt is a!1Other rea.sct'l why, in the average figures 

reported in Tables 1 and 2 bel"",. we 1_ out 1980. Indeed, 

carpari$Of1S between phase ""erages before and after that date are not 

strictly accurate because of the debt write-off operation. The phases 

used in the Tables have a rough corraspondenoe with governments: 

conservative 1970/73, socialist (military then civilian) fran 1974 until 

1979, reformist in 1980 and 1980/87 and a mixture between 1981 and 1985. 

As the reformist goverment began in late 1985, the 19SC/87 phase could 

be extended back to include 1985. 5i nee for sane purposes these phase 

averages are not sufficiently infornative. we present the yearly figures 

in Annex Tables. A11 data is fran the Bank of F>ortugal. 

The Portuguese govemnont has announced a program desi aned to 

http:mstrLm.nt


- 7 ­

create primary surpluses by redUcing CClI"lSUfPtioo and transfers. 

increasing taxes and privatizing public enterprise5 f including banks. 

The _"r""""t'g progran is designed to generate pnmary surpluses 

suffic1ent to stabllize tile debt to output ratio before 1992. Whetiler 

the program can be enforced. however. renains to be seen (4). 

3. The accuru1ation equat iOt'l 

The debt accl...lT'1Jlat:;ioo equatioo states that, in each period, the 

cha'1ge in the stock of total outstanding debt (OT) equals the primary 

deficit (F) plus interest payrrents (J). The change in tile ratio of debt 

to nani na1 i ncc:fl'I!!!, Y is then: 

(1] d (DT/y) = (dt - n) (OT/Y) + F/Y 

where dt = J/OT 

and n =dY/Y 

unfortunately, a debt occuwlation equation does not replicate the 

official budget figures provided by the Bank of Portugal and the 

Ministry of Finance. The public sector tor"""ing requi~t is rot tile 

exact counterpart of the budget deficit, ....inly due to Tr........ry 

(lending) operaticns. The yearly change in tile stock of outstanding 

debt is not equal to the correspcn:iing year borrcwing reQUirem9rlt 

eitiler, due to other off i>.Jdget operati<XlS SI.lCh as tile takeover of debts 

by tile General GovelTllEflt. In Table 1, ... use [1] to equate the change 

in the total public debt to incane ratio net of tile interest and gn::>lt.h 

factor (INTG) to an il1l'lied deficit as a parcentage of OCP. The il1l'lied 

defic1t (IF) is either repcrted (RF) or hidden (HF). 
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Table 1 """""'" that the Central Bank behaves like a pr1Vate agent, 

so that all publ ic debt is taken to bE> privately-held, Instead, in 

Table 2 tetal public debt is ~ into _tic privately-held 

public debt, dencted by D, extemal debt (EB) and Treasury ncnetary base 

(MT). The latter is the base of the _tic seignorage tax. The net 

acct..m.llatiOl1 of MT less interest JMT is the se;gnoragt:t tax rate. 

SimilarlY, t.he net change in the external debt can be seen as foreign 

seignorage. we now ~ HF further into net foreign torrcwing 

(NFB), _tic seignorage (SElGl) and a residual (RES), so that the 

implied deficit is given by: 

[2J 	 IF = RF - NFB - SEIGI + RES 

where NFB = dEB - JEB 

and SEIGI =dMT - JIlT =OTA:< * MT 

The two panels of Table 2 shew different ca1Cepts of _tic 

seignorage. The first (i:::CS) assur.es that the natia1al ized CClll'fercia1 

barks 8,60 behave like private agents - as in Macedo (1988b) and Macedo 

and Sebastiac (1988) - whereas the second (i=NB) dces not. we use [2J 

in [1], and interpret all magnitudes as percentage of raninal i"""",,: 

{3] dOilY = INTGi + IFiIY 


where IF;: RF - NFB - SEIGli + RESi 


i := CSt NB 


Overall, Tables 1 and 2 shew Ii situation which appears more 

distorted than the situation in Italy before the so-called "divorce" 

between 8anca and Tesoro in 1981 (5). Total Treasury debt n>aci"oed 7~ 

http:assur.es
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of OUtput- in 1987, up fran 42% in 1980. The debt to 1nccme ratio has 

been grcwing at 4% p.e. since 1914. An increase of at:xJut 7% p~a. 1n the 

debt to inccma ratio during 1981/85 is recorded, despite high grcwth and 

negative real interest rates. The difference between the interest rate 

srd the grcwth rate is about~, leading to an interest and gro.1:h 

factor of over 4% in absolute val.... frem 1981 to 1987. The fall in the 

debt to inccma ratio frcm 7!< to 1,.; between the two phases thus 

translates into a reduction in the inplied deficit fran 11% in 1981/85 

to less than 6% in 1985/87. This debl ioe is alroc>st enti ....ly accounted 

for by the ~epcrted deficit, as the hidden deficit nlm'lIins over 5% of 

income throughout (Teble 1, last coll.m). 

In Teble 2, we deccnllose this hidden deficit tal<ins into account 

external oorf"O,l,ling and darestic seignorage. we notice first an 

acceleration of debt accurulaticn in 1986/87, as IIOre mari<et instn.m;mts 

ana offered to private savers. The interest and grcwth factor is 

positive and rising when nationalized banks are excluded frem the public 

sector (top p.,.,n. It remains negligible when privately - voluntarily 

- held debt is takan to be Treasury bills only (botton P"'"'l). The 

ilTl>lied deficit thus has a pattern which js the exact CIIlPOSite of the 

reported deficit: it rises frcm bel"", ,,.; in '981/85 to 8:l in 1986/87. 

This ;s explained in part by foreign borroNingt as the net figure 

remains at about ,,... Another factor of the resi lienee of the residual. 

It ........ins at over 8:l of GP, thereby!lOre than offsetting the deb1,,,,, 


in dcm!>stic seigncrase frcm 8:l to 1_ than '11. The high share of the 

residual underscores the severe lack of cor~ between the 

official figure net of interest and the ~nts of debt accLmJlation. 

The tax: revenue fran dc::t'trJstic seignorage M!1"8ins the satre according to 

both criteria because its broader base is offset by a lC»/E!r rate. Thus 
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23% thrcugnout and the tal< rate fall. fran Z7% in 1961/SIl t<> ~ in 

1986/87. Conversely, if only Tre:osury bill. are taken to boo privately 

he1d. tne rate atl11 fans fran 15" tD 2% out the base actually ri_ 

fr"", 37" to 41%, suggesting that tal< anastllesia is far fran over (e). 

4. The irrv1 kit i.nt.enrediation tax 

The O=..I11tlng fr!ll1"eWOrk used !SO far is apprCl'riate to soo. the 

existence of tax anestheSia and to assess the size of privatQly-he~d 

publ ic deot, It uoes not he1p to find wt ....to pays the inpllcit t.a.xes. 

we now SU9gest some orders of magnit~de under further assumptions abOUt 

the behav i or of the pr i \late ~tor. The tax rate depends C»1 the spnt4d 

be1OWge!1 the loan rate and the depo.it rate net of an .,,,,,,,,,,,d 

intermediation mal"llin, a. both borrowers and lenders suffer fran 

exC6s.sively largE! interest margins, The t.ax base depends on the 51opee. 

of demand for an<! supply of credit and deposito. These are in tum 

related to the alternatives Offered to residents. If the binding 

constraint is credit ceilings on private borr(.;llNers. the tax base should 

be private Credlt. Here we assUl$ this to be the CMe throu$hOUt CI..Ir 

"",",'e period, even tI10ugh private depositors may have been occasionally 

constra1ned (7). 

To estimate the variables required to carpute the tax rate, we 

infered an av"rag" rate on depoaits from figures on the stoci< of total 

deposits and the interest bill paid by Banks (deposit rate on Table 3) . 

.... then used the (aaninistered) loan rate for the 91 to 180 day "",writy 

to obtain two annualiZed rates, one when interest. is plirld at maturity 

:LI 1n Tanl. 3) the other when it is paid up front (L2 in Table 3) ..... 
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~l 1eVQ Wet lat.t.&r" W be the repreGent,."t,.1Ve rate for loans 8xtended by 

cCfl'TT'atClal bankS (8), Credit CQilingG of course if'll)ly that this 1S a 

r"latwely small share of the total assets of a..nks. Then. based on 

QSt11!'ates for several countries in OECD (1987), we aslIUTIi values of 2. 3 

or 4%, for the interrrediation rate in Tanle 3! tins obtalnlng estimates 

of the excess mac9in. 

Table,3 $hI::.WS that even for ~ higher int8rmediation rata, th& 

estimates of tax revenue are Il!.Ibstantlally larger thon the ones in 

sec~lon 3. reacnin~ 7" of GIlP 1n 1981/85 when al' interest is paid up 

frort. The f.ll in 1986/87 is still substantial. but the degree of tax 

anesthesia r~ir"lS significant at ~ of inccrne. The corresponding 

figures for'the lower intenrwadiatioo rate are ~ and 4r.1 respectively. 

It can certainly t:e sa.id thtlt the financial regitl'lll in Portugal 

changed a great deal since private commercial banks began to operate in 

1985. Nevertll,,1ess, darestic seignorage and other iuplicit taxes remain 

as significant sources of 9O¥errYrerlt revenue. Thti pressure of 1992 has 

not ev<>n been sufficent to bring IIboYt .. siuplification of explicit 

direct taxat.ion in the 1988 Tax Act. as argued by Mocedo. Gospar and 

Sonronto (1988). llIPOrt.ar1t ... it is. the ongoing tax naoform cannot be 

seen as COO'Pleta unti 1 tax. anest.hesia is reduced to a 1eve) cons1st.ent 

with external firal1cial liberalization. 
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N:JTES 

(1) l11e recent. debt. e.xperiOll'1C9 of Italy ..... analyzed by eN'li, Penati 

ond Porta (1988) ond the """'" f~ was applied to Portugal in 

Macedo (1858b) ond Macedo and Sebastiilo (1988) with good results. 

(2) As this paper was being .....vised, the role of Treasury bills appeared 

to be taken, in part at 1east, by a ..., simi 1ar instrt.ll'lOl"rt:, the 

"CLIPS" • 

(3) A similar operation was carried out. in 1988. 

(4) Debt figures will be considarably increased if we t.ske into account 

"guarantees" provided by the General Govemnent to public entrapri"",,' 

loans. To the extent they will never be repaid the existOll'1C$ of these 

loans justify the notion of enlarged publ ic sector at the level of non 

financial public anterpr;..... , ""telling the notion of financial 

national ized banking syatem suggested he.... 

(5) COincidentally, a Po~ version of the divorce was arn:>un<:ed as 

this IJ<II)er was being written. It beamt final as the PIII>Or was being 

revised. 

(5) Seignoraga dafined as the c:hIInga in the na:netary base - the """",1 

_re - declines from arcund ~ to 2% of GtP between 1981/85 ond 

1986/87. l11e diffel"$n<l8 ...lative to our measure of seignoraga in 

1986/87 is related to the atrong extarnal position. 
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(7) Data and other 1imitations have so far rot allcwed the analysis of 

the incidence of the sei~ ond other anesthesiad taxes. In 

general, they will be collected not only from born:oHerS or decositora, 

bJt also from bark shareholders. 

(8) There war-e, 01 course, other maturities and a variety of other 

adninis<ered rates. Ll is sure to be the ICWEl$'l: of these. By Septeniler 

1988 virtually all controls on lending rates hod bean abolished. 

• 
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TABl.E 1 
TOTAL TREASlRY DEBT 

charogoo 	 interest 
Phase 	 debt to and iop1 i ad reported hidden 

;ncane grcwtil deficit 
(1) = (2) + (3) • (4) + (5 ) 

70/73 -1.0% -2.311 1.4rC --0.6" 1.9% 
74/75 3.9% -2.a 6.0% 2._ 3.7" 
76/79 4.1" -5.9% 10.0% s.a 4.as 
eo -6.a -5.1. -1. 1lil -7._ 6.3% 

81/85 6.as -4.3% 10.9% s.a 5.~ 

86/87 1.a -4. as S.as 0.91 5.~ 

!1O.flCE: 	~ Table 1 

TABLE 2 
o::lESTIC DEBT AND 5eGl:llAGE 

charogoo 	 interest nEtt 
Phase 	 debt to and ;op1ied n!I)Ort.ed foreign darestic residual 

incane grcwtil deficit borrcwil'lll ...ign.
(1 ) • (2) + (3) • (4) - (5) - (6) + (7) 

cerrRAL BANK 

76/79 
eo 

-1.91 
6.as 

-1.0% 
O.~ 

--0.91
6.as 

5.~ 
-7.4% 

2.91 
--o.as 

7.9% 
-6.9% 

4.~ 
6.4% 

81/85 
86/87 

1.5" 
7.9% 

1.0% 
2.311 

0.91
5.as 

5.~ 
0.91 

4.3% 
--o.~ 

6.0% 
0.9% 

5.~ 
5.311 

NATICNALIZED BANKS 

76/79 0.0% 0.0% 0.0% 5.~ 2.91 7.91 4.~ 
eo 0.0% 0.0% 0.0% -7.4% --0.91 --0._ 6.4" 

81/85 O.as 0.0% O.as 5.~ 4.311 5.5" 5.91 
85/87 S.as --0._ 6.0% 0.91 --o.~ 0.6" 5.311 

SClJ<CE: 	 Annex Tables 2 and 3 

http:n!I)Ort.ed


TABLE 3 

ESTIMATED REVENUE FRCM IIf'LICIT INTERMEllIATI<N TAX 


deposit 
rate 

annual i:zed 
10an rate 

Private 
Credit 

/0IYi' 
0 11 L2 

78/SO 9.8% 19.7" 20.7% 60.5" 
81/85 15.9>; 2B.l" 30.3% 69.5X 
86/87 11.9>; 20.8% 22.0% 4a.2lI; 

i ntef'1'l'l9­
diation 

tax 
L-I-D 

Revenue/OIYi' 

rate 
I 1 2 1 2 

78/80 2lI; 7.8% 8.8% 4.7" 5.3% 
81/85 2lI; 10.2lI; 12.4" 7.1" S.6" 
86/87 2lI; 6.9>; 8.1" 3.3% 3.9>; 

78/SO 3% 6.8% 7.8% 4. ,,, 4.7" 
81/85 3% 9.2lI; 11.4% 6.4% 7.8% 
86/87 3% 5.8% 7.1" 2.9>; 3.4% 

78/80 4% 5.8% 6.8% 3.5" 4.1" 
81/85 4% 8.2:11 10.4% 5.7" 7 • 2:11 
85/87 4lI; 4.9>; 6.1" 2.4lI; 2.9>; 

SCUlCE: Annex Tablas 4 and 5 
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ANNEX TABLE 1 

DEa:M'OSITICl'i Cf' THE 01ANGE IN THE TOTAL DEBT TO INCCIE RATIO 

YEARS d)/Y rdt rrft.-o:f /Y DT/Y INTG IF/Y RF/Y HF/Y 

en (2) (3) (4) (5) (6) (7) (S) 

1970 -0.7% 2.0% -9'.0% 21.alt -2.0% 1.2% -2.0% 3.2% 
1971 -0.3% 2.5'" -8.~ 21 .3% -1.~ l.alt -a.alt 2 . .u: 
1972 -2.0% 3.4% -l1.alt 20.1'" -2.4% 0.3% 1.9% -1. 5% 
1973 -0.9% 2.alt -17.0% 18.7% -3.2% 2.3% -1.3% 3.7% 
1974 -0.4% 2. 7l1> -15.6l1G 18.1% -2.alt 2.5% 1.7% O.S!> 
1975 8.1% 3.4% -7.2% 22.2% -l.alt 9.S!> 3. ll1G 6.6lIG 
1976 5.9% 4.1'" -17 .0% 29.2% -5.0% 10.S!> 5. ll1G 5.7% 
1977 2.0% S.9l\I -22.1l1G S3.0% -7.3% 9.3% 3 • .u: S,9l\I 
1978 4.1% S.3% -14.6lIG 36.1l1G -5.3% 9.3% 7.3% 2.0% 
1979 4.4lIG 7.9lIG -15.0% 4O.4lIG -8.1l1G 10.5% 5. ll1> 5.4% 
1980 -5.2% 8.4% -13.2% 36.9l\I -5.1l1G -1. ll1> -7.4lIG 6.3lIG 
1981 10.5lI> 13.9lIG -3.5% 41.8% -1.6lIG 12.0% S.4lIG 6.6lIG 
1982 2.5% 12 •.u: -10.7% 48.1% -5.1% 7.7% 6.4l1> 1.2% 
1983 6.5lI> 13.5% -7.4lIG 62.8% -3.9l\I 10.6lIG 4.0% 5.5l1> 
1984 5.3% 13.2% -7.SlIi 58.~ -4.4% 9.~ 8.4" 3.3% 
1985 7.S!> 12.9% -10.2% 65.4lIG -e.7% 14.4lIG 3.5% 10.9% 
1986 -a.S!> 13.2% -9.0% e8.4lIG -e.2% 5.4lIG 0.4% 5.0% 
1987 3.1% 11. 7i\; -4.3% 69.8% -3.0% a.ll1> 0.7% 5.5% 

NOTES: (2) Interest as a proportion of to.<> year rroving average of debt 
(4) Two year rIOVing average of debt and """,inal incano 
(5) = (3) * (4) 
(6) = (1) - (5) 
(7) Deficit as proportion of to.<> year nr;>Ving average of nominal inccme 
(8) = (6) - (7) 



------------------------------------------------------------------------------------------------------------------------------------

.'" Atm!;( lASLE '2 

OE~POSlTIOO: Of TRE CHANGe IN llfE OOMESTtC DE81 TO IHCaot£ RAllO EXCLUDING CEHfR'AL BANK DEBT tCB}______________~ _________~_~~~_~~~ .• ~______~______~~______.4___________~_________ ~_~__________________________________________________ 

YEARS ... rd-dY/Y D/Y INTO IF/V tlFft/y dHf/NJ .... 9E;ION/Y RES/YdO" ftF" "TA' Kr" 
(1) (2) (3) (5) (0) (1! ,a) (10) (11) nt} (tl) p.)'"'" 

'.le -0." 2." -18••~ 12.a -2.U 1.5$ 5.1. t.1I: 70.91 a... ..... 11.b 1." 5.&" 
1917 -4.1. 10.3$ -H.lt; !t.5s -Ln -2,5s 3.4" 1,11 •• OS 51." IS.U '0.9 s.n"'2." 
una O.t. 11." -'.0'1.: a.'" -o.n 1.'S 23.3S a.n UI.'s 210M 2.""1. '" •••• 3." 
191& -i.e'll 21.211: •. 2" 7.41:: 0.31; -1.H ~. IS 2.U ••• ft 3 .•• (1.$1: 2•• n: 10.~ 5.3" 
1980 0..81 U.111 2.U: to.,s O.2X flo 15" *1••" -0. tut -n.b 0." -14.8 2:0.21: -•. n 3.41...., .... 2•. '" 1. lS 15.5" 1. fa Z,5S 5.4" 2." 43.1S 3.1X 39."" 11.1. 7." 3.8X.... 5.1__-3.31 18.5X - •. tll 15. :i!X -0.1:1 -2.h 8.4. 5.1'1 32.01 7.0.1 24.''1 Lll"'."
1983 -1.4. 26.!" 5."" 12.9. O. ox ~2. 211 .... e.11l 21.0" U.h 22.n ".!is II,"S 

198 .. -2:.3S n.n 13.5" 8.'" 
"n 

31.01 20.01 .... 3.21:11.0. t ... -4.1S :5.1'1 n.1. I.n 
1985 1I.~ 3!'l. rx 12.01 10.1. 1." .... .... Q.~. 21.2'1 2.2" 1t.11 21.el .... 10.n 

1980 7." 30.9. 8.7S 25,0" 2." S. ,,, -1. •• ...,. -1.01: 7." 25.1. .... 5.11o. "" 
HUll e." 23.IS l.n: 32." 2.3)1: 8.n: O.n: ~o. 'I -I." -2.9 O.C!", 2'.8 0.1" -,,5X 

-------------~--------------------------------------------------------------*-------------------------------------------------------
NOTeS: (11) = (9) ~ (10) 

(13) III (1,. • (12) 

(U) III (8) - (1) '" (8) • (13) 
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ANNEX TABlE 4 

DEFOOIT AND LOAN RATES ANI) TAX BASE 

deposit loan annualized private 
rate rate loan rate credit/ 

GOP 
0 L LI L2 

1978 8.4% 17.6% 18.7% 19.7% 59.4% 
1979 10.4% 18.8% 20.1% 21.2% 59.~ 
1980 10.7% 18.8% 20.1% 21.2% 62.9% 
1981 11.9% 20.0% 21.6% 22.8% 68.7% 
1982 13.4% 22.9% 24.9% 26.6% 80.8% 
1983 16.4% 27.6% 30.6:1: 33.1:1: 66.1:1: 
1984 18.8% 29.5:1: 32.9% 35.8% 84.1% 
1985 18.8% 27.6% 30.6% 33.1% 58.5% 
1985 13.7% 19.9:1: 21.4% 22.5% 51.610 
1987 10.1% 18.9% 20.2% 21.~ 44.8% 

--,-_.­
t-VTES: 0 - Inplied interest rate ctl total deposita 

L - Rate on 91 - 180 day loans cort"1ilC'ted for 
daya affective 

I+Ll =(1+L)**365/91 
1+L2 = (1+[L/(1-L)]1**(365/91) 



---- -------
--- ------- ----

------

-----

N ANNEX TABlE 5N 

IMPLICIT INTERMEDIATION TAX REVENUE 

in1;.enrediaticn rate a intermediation rata ~ intermediation rata 4~ 

TAX RevenuejGP TAX RevenuejGP TAX flI>IIerU>/GP
L-I-O L-I-D L-I-D 

tHJ -- --­
1 2 2 1 2 1 2 I 2 I 2 

----~----------------- ---------­
1978 8.4~ 9.3>1; 5.0% 5.5% 7.4% 8.~ 4.4% 4.9% 6.,", 7.3>1; 3.8% 4.3% 
1979 7.7% 8.8% 4.6~ 5.~ 6. 701> 1.~ 4.0l! 4.6% 5. 7~ 6.8% 3.4% 4.0% 
1980 1.4~ 8.5% 4.~ 5.3>1; 5.4% 7.5% 4.0l! 4.7% 5.3 6.5% 3.4~ 4.1% 
1981 7.~ 8.9% 5.~ 6.1% 5.6~ 7.9% 4.~ 5.4% 5.~ 6.9% 3.9% 4.7% 
1982 9.6~ 11.2% 8.~ 10.2% 8.6% 10.2% 1.~ 9.3>1; 1.~ 9.2% 6.8% 8.4% 
1983 12.2% 14.701> 7.9% 9.6'" 11.~ 13.~ 7.3>1; 8.9% 10.~ 12.7% 6.~ 8.3% 
1984 12.1% 15.0l! 7.~ 9.~ 11.1% 14.0l! 7. 1", 9.0% 10.1~ 13.0% 6.5'" 8.3% 
1985 9.7'1\ 12.2% 5.7'1\ 7.2% 8.7% 11.2% 5.1% 6.~ 7. 7~ 10.2% 4.5% 6.0% 
1986 5.~ 6.9% 2.9% 3.5% 4.7% 5.9% 2.4% 3.0l! 3.~ 4.9% 1.9% 2.5% 
1987 8.~ 9.3% 3.7'1\ 4.2% 7.~ 8.3% 3.~ 3.7~ 6.2% 7.3% 2.~ 3.3% 


