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International Developments1 
The global growth continued to pick-up and has led 
OECD to revise upward its global growth 
projections for 2017 (3.6 percent) and 2018 (3.7 
percent, an increase of 0.1 percent point from its 
June 2017 forecasts. Reports of third quarter 
performance showed the world’s largest economy, 
the United States (US), strengthening, while export 
powerhouses such as Japan and Eurozone are on 
course to record above potential growth, driven by 
buoyant global trade. Similarly, emerging 
economies performed well not only due to 
stimulative policies but also improvement in trade 
volume. The global trade volume continued to surge 
to a level well above the industrial output in quarter 
three for the third time in the last 4 quarters. On this 
background, there is demand for global production 
going forward and explained why there is a boom 
in manufacturing output in several major economies; 
Japan (1.4 percent), US (0.2 percent below 
expectation of 0.3percent) and Eurozone (2.5 
percent). Underlying inflation for most advanced 
economies remained tame and still to show 
convincing uptrend trajectory. Nevertheless, even if 
there is an increase in inflation in 2018, it is unlikely 
that 2017 solid growth performance will not be 
repeated in 2018. 
 
 Focus Economics reported that prices for most major 
commodity groups continued to increase in 
November by 1.0 percent relative to the previous 

month, with energy prices leading.    
 

US economy 

In the US, GDP rose by 3.3 percent, during the third 
quarter and well above the market expectations. 
Business sentiment boosted mostly by stabilization 
of energy sector and improved confidence at the 
background of buoyant global economy. Although 
the two hurricanes Harvey and Irma weighed on 
consumer spending and housing activity, domestic 
demand growth continued to be strong. The US 
Bureau of Labour Statistics reported November 
unemployment rate unchanged at 4.1 percent with 

                                                           
1 Economic updates for US, Australia, NZ, Euro & developing 

economies are sourced from “Focus Economics” website.  

6.6 million people unemployed. Employment is, 
however, picking up under professional and 
business services, manufacturing and health care. 
Core CPI accelerated on a year-on-year basis for 
the first time since January 2017, rising to 1.8% in 
October from 1.7% in September but still trending 
below 2 percent Fed target. 

Australian economy 
The ANZ report shows that business conditions in 
Australia fell in November. Furthermore, business 
confidence has been trending lower for the past six 
months though conditions are still at encouraging 
levels (ANZ research, 12 December 2017) 
 
New Zealand economy 
In New Zealand, the new government banned 
foreigners from buying existing homes in a bid to 
cool the housing market and announced a review of 
the Central Bank’s mandate to prioritizing 
employment.  The level of housing market activity 
remains low, but there has been some improvement 
in recent months (ANZ research, 13 December 2017) 

EURO area economy 

In the Eurozone, a preliminary estimate of GDP 
revealed that growth remained buoyant in the third 
quarter of 2017, on the back of solid activity in the 
region’s major economies. 

Developing economies 

Focus Economics second preliminary estimate 

depicted the ASEAN2  economy to be expanding at 

a slightly slower pace in the third quarter than 

previously expected.  

 

In China, annual GDP expanded 6.8 percent in Q3, 

comfortably in line to achieve this year’s 6.5 percent 

growth target.  The recent data for October 

suggests the economy is losing some momentum in 

Q4, with the manufacturing PMI receding, trade 

data weakening and the housing market showing 

signs of downbeat. 

2 Members are Thailand, Vietnam, Indonesia, Malaysia, 

Philippines, Singapore, Myanmar, Cambodia, Laos, Brunei 
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In India, Consumption-related indicators have 

strengthened lately, while industrial output tracked 

higher in Q3 from the previous quarter. 

Nonetheless, GDP growth remained hampered by 

weak capital expenditure growth and a distressed 

banking sector. Consumer price index (CPI) inflation 

accelerated in November. Core inflation also 

picked up in November due to higher 

accommodation costs. (ANZ research, 13 December 

2017). 

Exchange rate developments 

The above developments in the international 

markets had influenced movements in Vanuatu 

basket of currencies.  

 

Table 1 depicted Vatu position at the end of 

November.  In November, the VATU appreciated 

against AUD by 1.0 percent, however depreciated 

against USD by 0.5 percent, EURO by 2.2 percent 

CHINESE YUAN by 16.4 percent and NZD by 0.3 

percent. 

Table 1: Exchange Rate of VATU/ Foreign 
Currency  

 

Official Reserves3 

Vanuatu’s official foreign reserves declined from 

VT 41.2 million in October to VT40.8 million in 

November, however, remained well above the 

threshold of 4 months of import cover at estimated 

10.7 months of imports. 

Real sector developments 

The total visitor arrivals into Vanuatu reached 

23,038 during the month of July 2017. This is an 

increase of 12 percent over the previous month but 

fell by 18 percent over the same period of 2016. 

Air visitors recorded 12,055 visitors and cruise-ship 

visitors recorded 10,983 visitors. Air visitor arrivals 

                                                           
3 One of the key objectives of the RBV; for official reserves 
to cover at least 4 months of import cover. 

rose by 11 percent over the year, although cruise-

ship visitors fell by 36 percent. Of the total air 

visitor arrivals, holiday visitors (which makes up 79 

percent in July 2017), rose by 14 percent over the 

year and stop-over visitors rose by 38 percent. 

Visitors visiting friends and relatives and business 

visitors, on the other hand, dropped by 15 percent 

and 1 percent accordingly. The growth over the 

year was mainly contributed by the following major 

markets of tourist arrivals: Australia rose by 11 

percent, New Zealand rose by 15 percent, China 

rose by 54 percent, Other Pacific Countries rose by 

15 percent, New Caledonia rose by 6 percent, 

Europe rose by 5 percent and Japan rose by 27 

percent. Other Countries and North America 

dropped by; 26 percent and 4 percent 

respectively.  

 

Monetary Developments 

Money supply expanded further by 1.6 percent in 

October, thus triggered the annual growth to 13.1 

percent over the year to October 2017.  The month- 

on-month and year-on-year growth was driven by 

both net foreign assets (NFA) and domestic credit.    

 

Total NFA rose by 2.5 percent and 27.0 percent 
relative to September 2017 and October 2016, 
respectively.  The month-on-month increase 
reflected net inflows of foreign reserves recorded 
by the Reserve Bank of Vanuatu (RBV), thus increase 
the NFA holdings by 3.4 percent.  The NFA holdings 
of Other Depository corporations (ODCs), in 
contrast, contracted by 4.2 percent. Overall, the 
NFA holdings of both the RBV and ODCs remained 
higher than previous year’s level, causing the annual 
growth to remain strong at 27.0 percent. 

 

Chart 1: Determinants of Money Supply (yoy% 

 Change) 

 

 End Rates

        US AUD NZD EURO CNY

Nov-17 109.3 82.8 75.3 129.5 16.5

Oct-17 108.8 83.6 75.0 126.8 16.4
% ▲ 0.5 -1.0 0.3 2.2 0.9

Aug-17 106.9 84.2 76.8 126.8 16.2

% ▲ 1.8 -0.7 -2.3 0.0 1.3

Nov-16 109.8 82.2 78.3 117.0 15.9

% ▲ -0.9 1.7 -4.2 8.3 2.9

% ▲ (-) : Appreciation of the Vatu

Vatu per Foreign Currency 
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Domestic credit grew by a marginal 0.9 percent 

month-on-month and 3.3 percent year-on-year, 

driven by increases in; loans extended to public 

non-financial corporations, other non-financial 

corporation (businesses) and other residents sectors. 

Furthermore, net claims on the central government 

increased, thus contributed to this upward trend. 

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 October 2017 

due to withdrawals of deposits held with the RBV 

outweighing the accumulation of government 

deposits with ODCs. Overall, the fiscal net credit 

position remained favourable over the year to 

October 2017.  

 
Claims on the central government by OFIs4 
remained at VT3,500 million as at end of 
November 2017, the same level recorded in 
October 2017. 

 

Monetary Policy Stance 

There were no recent changes made to the Banks 
monetary policy stance. The RBV policy interest rate 
was maintained at 2.85 percent. Similarly, the 
Statutory Reserve Deposits (SRD) and the Liquid 
Asset Ratio were also maintained at 5.00 percent, 
respectively 
 

Open Market Operations (OMO) 

The RBV issued VT1,400 million worth of RBV notes 

in November 2017, compared to VT1100 million 

issued during the previous month. Similarly, total 

subscriptions received increased to VT3,420 million 

compared to VT2,500 million in October 2017.  

 

Table 2: Amount Allotted (Millions of VATU) and 

Yields on RBV Notes (Percent) 

 

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

Chart 2 below shows the yield on the 91-days5 RBV 
notes. 
 

Chart 2: Yield on 91-days RBV Note  

(Percentage, Month-end Position) 

 

VT750 million RBV notes matured in November 

2017. The remaining balance of VT1,020 million 

yet to be retired, compared to VT830 million in the 

previous month.  

 

Chart 3: Outstanding RBV Notes 

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

 
 

 

591 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. 
2017 

Yield End Oct.  
2017 

7 days 260 1.60 1.60 

14 days 260 1.65 1.65 

28 days 80 1.75 1.75 

63 days 60 1.80 1.75 

91 days 60 1.90 1.90 
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