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International Developments 
 
The global economic activity returned to steady growth, 
with mixed global economic growth outlook for major 
economies.  
 
According to the April 2017 International Monetary 
Fund World Economic Outlook, the world growth is 
expected to rise from 3.1 percent in 2016 to 3.5 percent 
in 2017 and 3.6 percent in 2018. 
 
Rates of price inflation in major economies have edged 
higher this year as energy prices have stabilized, hence, 
real GDP growth rates generally are not yet robust 
enough to lead to a significant increase in inflation. 
Furthermore, the majority of major central banks are 
expected to keep their policy rates unchanged through 
2017. 
 
US Federal Reserve had raised its rate the second time 
this year to 1.25 percent on the 15th of June 2017 as 
expected, from the previous 1.0 percent in March 2017. 
The Fed remained silent, despite weaker US GDP, 
inflation and wages growth. All in all, there is a low 
chance of endorsing tax proposals under the new 
administration. 
 
The Eurozone economic outlook is promising in view of 
receding political risk and strong activity data. Inflation, 
on the other hand, remained very low and wage growth 
yet to lift up. The markets focus shifted once again to 
ECB’s exit strategy. It is anticipated, however, that ECB 
is unlikely to increase policy rates soon despite the 
positive outlook. With United Kingdom election now 
moved to 2022, it allowed for a delay of Brexit 
negotiations but weaker Sterling is starting to cloud the 
economic outlook. 
 
There were concerns regarding China especially after 
speculation of weaker Yuan and slow economic growth. 
Accordingly, China took pre-emptive steps by 
introducing counter-factor aimed at reducing FX 
volatility. 
 
US economy 
According to the University of Michigan surveys, the US 
consumer sentiment was weak in May 2017 and the 
overall trade deficit balance has increased as at end of 
April. This reflected the increase of 1.7 percent in imports 
and 0.3 percent decline in exports during the same 
month of April 2017. These developments led to the 
depreciation of USD against the VATU as it traded at  

 
an average of VT110.9 over the first half of May, and 
ended lower at the end of May at VT110.0.  
 
Australian economy 
The AUD traded between VT82.9 to VT82.0, weakening 
against the VATU as the RBA continued to maintain its 
cash rate at 1.50 percent during its latest monetary 
policy meeting at the 6th of June 2017. Furthermore, 
there has been a continuous drag on non-mining 
investment and moderate consumption growth. 
 
New Zealand economy 
New Zealand’s inflation peaked over the first quarter of 
2017 compared to the December quarter and the first 
quarter of 2016. Furthermore, the economy continued to 
be supported by an accommodative monetary policy 
and strong population growth which grew by more than 
0.5 percent over the March quarter. These developments 
led to the appreciation of NZD against the VATU as it 
traded from VT76.09 at the beginning of May to 
VT78.01 at the end of May 2017. 
 
Euro area economy 
The Euro traded at VT120.12 at the beginning of May 
and ended at VT123.00 appreciating against the VATU 
as Euro area GDP growth improved over the first 
quarter, rising by 0.5 percent from the previous quarter. 
Furthermore, annual inflation rose from 1.5 percent in 
March to 1.9 percent in April.  
 
The above developments indicated that in May 2017, 
VATU has appreciated against USD and AUD, while it 
depreciated against NZD and EURO as depicted in 
table 1. 
 
Table 1: Exchange Rate of Vatu/ Foreign Currency  

 

Vanuatu’s foreign reserves increased from VT32.5 billion 
in March to VT32.6 billion in April 2017, sufficient to 
cover an estimated 8.6 months of imports.       
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Real Sector Developments 
 
Total export earnings recorded VT319 million in March 
2017. This is an increase of 4 percent over the month, 

while a reduction by 45 percent over the year from 
March 2016. Of this total, 78 percent was exported out 
of Luganville and the balance, 22 percent from Port Vila. 
For the main export commodities; kava contributed the 
largest share of 48 percent of total earnings followed 

by sawn timber with 16 percent, beef with 13 percent, 
coconut oil with 8 percent, live fish 3 percent and cocoa 

with 2 percent. 

Total imports for March 2017 recorded VT3,066 million. 

It rose by 16 percent over February 2017 and declined 
by 20 percent over March 2016. From this total, imports 
for re-exports recorded VT36 million and imports for 
home consumption recorded VT3,030 million. 29 percent 
of imports for home consumption were for machines and 
transport equipment, food and live animals at 20 
percent, basic manufactured goods at 20 percent, 
chemical products at 9 percent, miscellaneous 
manufactured products at 9 percent, and beverage and 
tobacco made up 7 percent. As a result, Vanuatu’s trade 
deficit was VT2,747 million, which was VT419 million 

higher than the previous month and lower by VT648 

million over the year. 

Total visitor arrivals into Vanuatu during the month of 
February 2017 recorded 24,238. Total visitor arrivals 
dropped by 40 percent from January 2017 and 33 
percent compared to February 2016. Air visitors 
recorded 5,610 and cruise-ship visitors recorded 

18,628. Air visitors rose 31 percent over the year, while 
cruise-ship visitors declined 42 percent. The increase in 
air visitor arrivals was due to aggressive promotions and 
marketing of Vanuatu as a tourism destination and 
completion of the 1st stage of repairs on the Bauerfield 
International Airport runway (May 2016). Holiday 
visitors which made up 66 percent of air visitors arrivals 

in the month, rose 14 percent over the year. The New 
Caledonia market rose 431 percent, Australia rose 36 
percent, Other Pacific Countries grew by 55 percent, 

China by 34 percent, New Zealand by 11 percent and 
N. America by 9 percent over the same period of last 
year. European market dropped by 49 percent and 

Japan by 12 percent.  

 

 

 

 

Chart 1: Year on Year Growth (Monthly Data) 

 
 
Monetary Developments 
Money supply rose by 2.3 percent and 10.6 percent 
from March 2017 and over the year to April 2017, 
respectively.  The upward trend in money supply 

reflected increases in both net foreign assets (NFA) and 
domestic credit  
 
Chart 2: Determinants of Money Supply (yoy% 

 Change) 

 

 
Total NFA rose by 5.4 percent month-on-month. This 
growth reflected the increase in NFA holdings of both   
the Reserve Bank of Vanuatu (RBV) and Other 
Depository Corporations (ODCs) by 0.1 percent and 
36.0 percent, respectively. As a result, annual growth 
remained high at 27.3 percent over the year to April 
2017. 
 
Domestic credit slightly increased by 0.5 percent month-
on-month and 0.1 percent year-on-year.   This is 
attributed to the growth in credit extended to state and 
local government, public non-financial corporations and 
other non-financial corporations.  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 April 2017. This resulted   
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mainly from the increase in claims on the government by 
ODCs during the month outweighing an improvement in 
its net credit position with the RBV. However, the fiscal 
net credit position remains favourable over the year to 
April 2017. 
 
Claims on the central government by OFIs1 remained at 
VT3,200 million as at May 2017, the same level as 
recorded in April 2017.  
  

Open Market Operations (OMO) 
 
The RBV issued VT900 million worth of RBV notes in May 
2017, compared to VT500 million issued during the 
previous month. Similarly, total subscriptions received 
reached VT2,700 million compared to VT1,500 million 

in April 2017.  

Table 2: Amount Allotted (Millions of Vatu) and Yields 

on RBV Notes (Percent) 

 

 
 
Chart 3 below shows the yield on the 91-days2 RBV 
notes. 
 
Chart 3: Yield on 91-days RBV Note  

(Percentage, Month-end Position) 

 

 
 
The total amount of RBV notes matured in May 2017 

amounted to VT720 million leaving VT860 million yet to 

                                                           
1 OFI: Other Financial Institutions covers Credit Corporation; 
Vanuatu Agriculture Bank; and Vanuatu National Provident Fund 

be retired, compared to VT680 million in the previous 

month.  

 

Chart 4: Outstanding RBV Notes 

(Levels, millions of Vatu, month-End Data) 
 

 
 

291 days RBV note rate plus a penalty rate of 100 basis points is 
the RBV policy interest rate. 

 

0

1

2

3

4

5

6

0

1

2

3

4

5

6

May-16 Aug-16 Nov-16 Feb-17 May-17

Rediscount 91 days

% %

Source: RBV

 

0

200

400

600

800

1000

1200

1400

1600

1800

2000

0

200

400

600

800

1000

1200

1400

1600

1800

2000

May-16 Aug-16 Nov-16 Feb-17 May-17

RBV Notes Outstanding

M vt M vt

Source: RBV

 
Term 
 
 

Amount 
Allotted 

Yield End May. 
2017 

Yield End Apr.  
2017 

7 days 240 1.35 1.35 

14 days 240 1.40 1.45 

28 days 180 1.50 1.75 

63 days 120 1.75 1.80 

91 days 120 1.85 1.85 
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