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International Developments 
 
According to the October IMF World Economic Outlook, 
global growth is projected to slow to 3.1 percent in 
2016 before recovering to 3.4 percent in 2017. The 
forecast is revised downwards by 0.1 percentage point 
for 2016 and 2017 relative to the April 2016 forecast. 
This reflects a more subdued outlook for the advanced 
economies following the June U.K. vote in favour of 
leaving the European Union (Brexit) and weaker-than-
expected growth in the United States. These 
developments have put further downward pressure on 
global interest rates, as monetary policy is now 
expected to remain accommodative for longer. 
Although the market reaction to the Brexit shock was 
reassuringly orderly, the ultimate impact remains very 
unclear, as the fate of institutional and trade 
arrangements between the United Kingdom and the 
European Union is uncertain. 

US economy 
Following the events on 8th November, markets were 

agitated in the wake of Donald’s Trump election win. 

However, the Federal Reserve appears to be sticking 

to its message regarding monetary policy, as one top 

official put the possibility of an interest rate hike in 

December on the table. Inflation remains below the 

Fed’s target of 2 percent reaching 1.6 percent in 

October, yet since the election, market expectations on 

inflation were projected on an upward trend.   

The USD appreciated against the Vatu over the month 

on improvement in growth indicators including consumer 

spending and exports.  

 
Australian economy 
Following its second quarter slowdown, the Australian 
economy has shown mixed signals over the past months. 
In September, the labor market remained sluggish: 
headline unemployment fell further but only because of 
a lower participation rate and growing part-time 
employment. Retail sales, however, grew at their 
fastest pace in over a year in September.  

The Australian dollar depreciated slightly against the 
Vatu by 0.3 percent over the month, and appreciated 
against the Vatu by 1.9 percent over the year.  

 

 

 
 
 
Table 1: Exchange Rate of Vatu/ Foreign Currency  

 

New Zealand economy 
Unemployment dropped to a multi-year low in Q3 and 
although business confidence dipped in October, the 
New Zealand dollar weakened against the USD over 
the November period given RBNZ’s decision to reduce 
its official interest rate from 2 percent to 1.75 percent 
during its monetary policy meeting in November. 
Annual CPI inflation weakened over the September 
quarter partly due to lower fuel prices.  

The New Zealand dollar (NZD) strengthened against 
the Vatu over the month and year, respectively. 

Euro area economy 
The euro area’s GDP rose by 0.3 percent over the third 
quarter as compared to the second quarter, 
underpinned by improvements in consumption, 
investment and exports. Unemployment rate declined to 
9.8 percent in October from 9.9 percent in September.  

The Euro weakened against the Vatu over the month 
and year-ago, correspondingly. 

Real Sector Developments 

 
Export earnings in July 2016 stood at VT421 million 
recording a 20 percent drop over the previous month 
and 50 percent over the same month last year, 
respectively. Out of these total, 75 percent was 
exported out of Luganville, while 25 percent was from 
Port Vila. For the main export commodities, copra 
contributed to the largest share of 35 percent of total 
export earnings, followed by kava at 24 percent, 
coconut oil at 13 percent, cocoa at 11 percent and 
other products at 6 percent. 
 
Total imports for July 2016 stood at VT4,470 million, 
an increase of 48 percent and 64 percent over June 
2016 and over July 2015, respectively. From this total, 
1 percent were imports for re-exports at VT45 million 
and 99 percent were imports for home consumption at 
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VT4,425 million. From the total, 29 percent was imports 
of miscellaneous goods, machines and equipments at 
23 percent, food and live animals at 15 percent, basic 
manufactured goods imports at 13 percent, and 
mineral fuels make up 7 percent of total imports for 
consumption into Vanuatu in July 2016.  
 
As a result, Vanuatu’s (goods) trade deficit was a 
VT4,050 million, which was VT1,557 million higher than 
the previous month and VT2,163 million higher over the 
year. 
 

The number of total visitors to the country during the 

month of July 2016, was 28,106, recording a 13 

percent increase over June 2016; however it declined 

3 percent over the year from July 2015. Air visitors 

rose by 19 percent and 8 percent over the month and 

over the year, respectively. The increase over the year 

was related to the increase in visitors from Australia by 

20 percent, New Caledonia by 36 percent, Other 

Pacific Countries by 69 percent and China by 44 

percent, despite declined in the number of visitors from 

New Zealand (-35 percent), North America (-10 

percent) and Europe (-2 percent). Visitors arriving for 

holiday, visitors visiting friends and relatives, and 

visitors arriving for businesses and meetings rose 7 

percent, 11 percent and 34 percent over July 2015, 

respectively.  

Chart 1: Year on year growth in air arrivals, total 

arrivals and export (goods) (Monthly Data) 

On the other hand, cruise-ship visitors rose by 10 
percent over the previous month and fell 9 percent 
over the year.  

Monetary Developments 

Money growth was sluggish in October considering that   
both net foreign assets (NFA) and domestic credit 
recorded gradual declines from previous months' level.  
These downward trend caused M2 to contract by 1.2 
percent. This further triggered the annual growth over 

the year to October 2016 to slow to 7.4 percent 
relative to 9.0 percent over the year to September 
2016.   
 
Chart 2: Determinants of Money Supply (yoy% 
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Total NFA fell by 1.0 percent, reflecting the decline of 
11.9 percent in the NFA holdings of Other Depository 
Corporations (ODC) which outweighs the 0.5 percent 
growth in the NFA holdings of the Reserve Bank of 
Vanuatu (RBV).  This was due to the combine effects of 
a decline in ODC's foreign assets and an increase in 
their foreign liabilities due to non residents and 
financial institutions abroad. On the other hand, the 
RBV recorded net inflows of foreign exchange during 
the month.  Despite this decline in NFA, the level 
remained relatively high compared to previous year's 
level. Domestic credit remained weak relative to the 
previous month and year, respectively. Demand for 
credit was still down as all economic sectors continued 
to record less loans. Total loans extended by ODCs to 
various sectors are depicted in table A4.1  
 
The central government's net credit position vis-a-vis the 
banking system deteriorated in October. This resulted   
mainly from a decline in government deposits held with 
the RBV which offseted the accumulation of government 
deposits with ODC's.  Yet, the fiscal net credit position 
remained favourable over the year to October 2016.  
 
Claims on the central government by OFIs1 was 
maintained at VT3,650 million as in September.2 
Though loans extended by ODC's declined, loans by 
OFIs increased by 1.4 percent from the previous month 
to record VT1,312.3 million in October.  
 

Open Market Operations (OMO) 

 
The Bank issued VT400 million worth of RBV notes in 

November 2016, compared to VT450 million issued in 

                                                           
1 OFI: Other Financial Institutions covers Credit Corporation; 
Vanuatu Agriculture Bank; and Vanuatu National Provident Fund 
2Due to different reporting period, OFI data for March, June, Sept, 

&Dec are reported on quarterly bases. 
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October. Total subscriptions received reached VT1,200 

million compared to VT1,250 million in October 2016.  

Table 2: Amount Allotted (Millions of Vatu) and 

Yields on RBV Notes (Percent) 

 

 

 
 
Chart 3 below shows the yield on the 91-days3 RBV 
notes. 
 
Chart 3: Yield on 91-days RBV Note  
(Percentage, Month-end Position) 
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The total amount of matured RBV notes in November 

amounted to VT565 million leaving outstanding notes at 

VT435 million, compared to VT600 million in the 

previous month.  

Chart 4: Outstanding RBV Notes 
(Levels, millions of Vatu, month-End Data) 

                                                           
391 days RBV note rate plus a penalty rate of 100 basis points is 

the RBV policy interest rate. 
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Term 
 
 

Amount 
Allotted 

Yield End Nov. 
2016 

Yield End Oct.  
2016 

7 days 115 1.35 1.35 

14 days 115 1.45 1.45 

28 days 90 1.75 1.75 

63 days 65 1.80 1.80 

91 days 65 1.85 1.85 
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