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International Developments 
The global economy continued to improve at a healthy 
pace during the second quarter of 2017. Stronger 
industrial performance changed to firmer GDP growth in 
advanced economies. Accordingly, such continued 
strength reaffirmed that global GDP growth is on track 
to accelerate to 3.5 percent in 2017. 2018 is expected 
to maintain the similar performance, but only if the 
governments around the globe are successful to mitigate 
risks posed by the rise of protectionism, elevated debt 
levels and geopolitical uncertainty. 
 
US economy 
The revised data from the Bureau of Economic Analysis 
(BEA)1 placed annualised US GDP growth at 3.0 percent 
in the second quarter, more than doubled the first 
quarter’s speed. The acceleration was fuelled by 
consumption growth and supported by improved 
disposable incomes, fall in savings rate and positive 
boost from inventories. The growth was also supported 
by business investments and trade, which offset the non-
take off of government fiscal stimulus program and 
residential investment. The Hurricane Harvey impact on 
US economy, on the other hand, was anticipated to have 
minimal effect on the US economy. 
 
The US Dollar value had fallen against 6 major global 
currencies by 10 percent during August according to 
Bloomberg. This is attributed to political turmoil, 
especially the dispute with North Korea, improvement in 
Eurozone, and uncertainties on interest rate.  
 
Australian economy 
In Australia, domestic spending is the key contributor to 
the second quarter GDP increase of 0.8 percent. The 
household consumption increase is supported by a 
decrease in savings and is identified to be unsustainable 
should the wages growth remains weak. The surge in 
Government spending is anticipated to support the 
growth through to the end of 2017 driven by 
reconstruction spending associating with Cyclone 
Debbie. Rise in commodity prices accelerated export but 
the risk of AUD appreciating has the potential to lessen 
the effect. RBA forecasted Australian economy to 
expand between 2.0 percent and 3.0 percent in 2017 
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and left the official interest rate unchanged at 1.5 
percent on 1st of August, 2017.  
 
New Zealand economy 
Westpac weekly report of September 11 2017 
indicated that the growth prospects is not as "rosy" as 
indicated in the Governor's statement. The report 
indicated that surge in consumption is financed by drop 
in savings and Westpac forecasted employment growth 
to weaken in 2018, thus affecting negatively the housing 
market and private consumption. The New Zealand 
Dollar (Kiwi) is affected by multiple risks factors; 
including political uncertainty, central bank policy and 
overstretched positioning. The currency has lost ground 
in August, especially against the US Dollar, and had 
fallen from 0.7510 to recent lows of 0.7132. 
 
EURO area economy 
In the Eurozone, GDP growth in the second quarter was 
exceptionally good. Big Eurozone countries recorded 
growth in exception of peripheral countries where 
inflation is lagging yet behind. Analysts are unanimous 
that tightening of monetary policy by the ECB is highly 
unlikely.  
 
The British economic growth remained weak due to 
squeeze on household budget and inability of exporters 
to capitalise on low pounds. 
 
Developing economies 
The Chinese YUAN’s accelerated in August, pushing 
year-to-date gains against the dollar to 4 percent. Thus 
far, the currency has recovered a good part of last 
year's fall of nearly 7 percent. All that is positive news 
for Beijing, as the government works to shore up stability 
ahead of a big leadership transition in the fall (CNBC, 
23 Aug 2017). An increase in capital outflows last year 
added downward pressure to the YUAN, forcing 
officials to respond by boosting capital controls. 
 
The above developments had impacted the VATU to 
appreciate against the USD by 0.7 percent, Chinese 
YUAN by 3 percent and the EURO by 2.5 percent, 
however, depreciated against the AUD by 0.1percent 
and NZD by 3 percent.  
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Table 1: Exchange Rate of VATU/ Foreign Currency  

 

 
Real Sector Developments 
There were 22,539 total visitor arrivals into Vanuatu 
during the month of May 2017. Total visitor arrivals fell 
23 percent over the previous month and by 6 percent 
over the same period 2016. Air visitors recorded 7,179 
and cruise-ship visitors recorded 15,360. Air visitors rose 
by 25 percent over the year and cruise-ship visitors fell 
by 16 percent. The gradual recovery in air visitor 
arrivals over the year continues to reflect the continuous 
promotions and marketing of Vanuatu tourism post TC 
Pam to major markets and the  completion of the 1st 
stage of repairs on the Bauerfield International Airport 
runway (May 2016). Holiday visitors making up the 
largest number of air visitor arrivals (72 percent in May 
2017), with an increase of 35 percent over the year, 
followed by visitors visiting friends and relatives by 22 
percent, stop-over visitors by 66 percent and visitors 
arriving for sports and other purposes by16 percent. 
Despite the increases in the above mentioned group of 
visitors, business and meeting visitors recorded a decline 
of 13 percent. The growth over the year was mainly 
contributed by the following major markets of tourist 
arrivals with increases of: Australia by 38 percent, New 
Caledonia by 61 percent, New Zealand by 34 percent, 
China by 75 percent, and North America by 35 percent. 
Europe and Other Pacific Countries dropped by 40 
percent and 4 percent, respectively.   
 
Monetary Developments 
Money supply slightly rose by 0.4 percent over the 
month from June 2017 and increased over the year from 
June 2016 by 10.4 percent. The upward trend in the 
money supply was mainly attributed to the increase in 
net foreign assets (NFA).  
 
Total NFA increased by 1.6 percent month-on-month. The 
growth reflected the increase of 6.1 percent in   the NFA 
holdings of the Reserve Bank of Vanuatu. On the other 
hand, holdings of Other Depository corporations 
recorded a decline of 16.2 percent. Overall, the annual 
growth of NFA over the year to July 2017 continues to 
remain high at 21.7 percent. 
 
 
 
 
                                                        
2 OFI: Other Financial Institutions covers Credit Corporation; 
Vanuatu Agriculture Bank; and Vanuatu National Provident Fund 

Chart 1: Determinants of Money Supply (yoy% 

 Change) 
 

 

 
 
Domestic credit declined slightly by 0.1 percent month-
on-month, but expanded by 1.8 percent year-on-year. 
The monthly decline was due to the fall in credit 
extended to state and local government, public non-
financial corporations and other resident sectors. Total 
loans extended by ODCs to various sectors are depicted 
in table A4. 
 
The central government's net credit position vis-a-vis the 
banking system deteriorated in July 2017 due to decline 
in deposits held with the RBV. Overall, the fiscal net 
credit position remains favourable over the year to July 
2017. 
 
Claims on the central government by OFIs2 remained at 
VT3,200 million as at end of July 2017, the same level 
recorded in June 2017. 
 
Open Market Operations (OMO) 
The RBV issued VT1,100 million worth of RBV notes in 
August 2017, compared to VT600 million issued during 
the previous month. Similarly, total subscriptions 
received, reached VT2,680 million compared to 
VT1,800 million in July 2017. 

Table 2: Amount Allotted (Millions of VATU) and Yields 
on RBV Notes (Percent) 

 

 
Term 
 
 

Amount 
Allotted 

YieldEnd Jul. 
2017 

Yield End Jun.  
2017 

7 days 290 1.35 1.35 
14 days 290 1.40 1.40 
28 days 220 1.50 1.50 
63 days 150 1.75 1.75 
91 days 150 1.85 1.85 
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Chart 2 below shows the yield on the 91-days3 RBV 
notes. 
 
Chart 2: Yield on 91-days RBV Note  
(Percentage, Month-end Position) 

 
The total amount of RBV notes matured in August 2017 
amounted to VT760 million, leaving VT1,020 million yet 
to be retired, compared to VT680 million in the previous 
month.  
 
Chart 3: 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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Table A4:  Other Depository Corporations Sectoral Distribution of Loans and Advances  in Vatu and Foreign Currency (MVT)

SECTOR VT FC Total VT FC Total VT FC Total
Depository Institutions Domestic 0.0 0.0 0.0 0.0 0.0 0.0 -100.0 -100.0
Other Financial Corporations Domestic 0.5 0.0 0.5 1.0 0.0 1.0 99.0 -100.0 97.8
Central  Government 100.0 0.0 100.0 0.0 0.0 0.0 -100.0 -100.0
Provincial Assemblies & Local Government 132.5 0.0 132.5 117.1 0.0 117.1 -11.6 -11.6
Statutory Non-financial Corporations Domestic 891.1 291.3 1182.4 924.4 427.0 1351.3 3.7 46.6 14.3
Manufacturing 988.3 249.6 1237.9 912.8 469.5 1382.3 -7.6 88.1 11.7
Agriculture 382.5 47.6 430.0 382.5 106.5 489.0 0.0 123.8 13.7
 Public Utilities 7.0 201.2 208.2 13.7 132.5 146.2 95.4 -34.2 -29.8
 Forestry 29.0 0.0 29.0 5.5 0.0 5.5 -80.9 -80.9
Fisheries 2.3 0.0 2.3 27.0 0.0 27.0 1099.0 1099.1
 Mining & Quarrying 140.1 0.0 140.1 28.2 0.0 28.2 -79.9 -79.9

 Construction 2532.3 1376.5 3908.8 1900.7 1372.9 3273.5 -24.9 -0.3 -16.3
 Distribution (Wholesale and Retail) 4538.3 908.4 5446.7 4247.1 874.5 5121.5 -6.4 -3.7 -6.0
 Tourism 2025.9 4550.7 6576.6 1588.2 5340.2 6928.4 -21.6 17.3 5.3
 Transport 621.1 222.0 843.1 552.1 177.1 729.2 -11.1 -20.2 -13.5
 Communications 487.6 859.3 1347.0 1295.0 815.9 2111.0 165.6 -5.1 56.7
 Entertainment &  Catering 707.2 171.7 878.8 571.4 276.0 847.4 -19.2 60.8 -3.6
 Professional & Other Services 3084.3 1825.6 4909.9 3543.7 1615.7 5159.3 14.9 -11.5 5.1
 Housing & Land Purchases 14828.0 4017.9 18846.0 14797.0 4395.5 19192.6 -0.2 9.4 1.8
 Other individual 9252.9 1554.3 10807.2 10140.4 1943.5 12083.8 9.6 25.0 11.8
 Non Profit Institutions  Serving Households 277.7 0.0 277.7 231.1 0.2 231.3 -16.8 -16.7
 Grand Total 41,028.3 16,276.2 57,304.5 41,278.9    17,946.7    59,225.6    0.6 10.3 3.4

YOY % ChangeJul-17Jul-16


