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International Developments1 
 
The global economy continued to expand in the Quarter 
one, albeit at a slower pace. The current low   inflation 
should limit the extent of monetary policy tightening by 
major central banks through this year.  
 
In regard to manufacturing sector, after reaching a multi-
year high in the prior month, Markit’s global composite 
purchasing managers index (PMI) fell back to 53.3 in 
March. 
 
World trade growth for its part, accelerated over the 
course of 2017, and has remained firm in the first months 
of 2018. This acceleration was largely driven by cyclical 
improvements, including a notable increase in investment 
growth in developed economies, according to World 
Trade Organisation (WTO). 
 
Finally, with President Trump’s ‘withdrawal’ from the 
Iranian nuclear deal, a sustained elevation in oil prices 
presents headwinds to global growth. 
 
US economy 
The US economy grew at an annual rate of 2.3 percent 
in Quarter one2. Though this rate is still below the 
annualized 2.9 percent growth recorded in the previous 
Quarter, it is a good start to the year putting the U.S. 
economy firmly on track to grow about 2.8 percent in 
2018. A strong labour market, federal personal tax cuts, 
low interest rates, and easy access to credits are all 
positive developments for consumers and are suggesting 
acceleration of growth after Quarter one of this year.  
 
Australian economy 
In Australia, May consumer confidence post-budget 
strengthened for the fifth straight week3. Consumers 
were particularly optimistic about economic conditions, in 
particular the current financial conditions.  

The 2018-2019 federal budget presented a surplus 
budget. This is attributed to the federal government 
spent less of the increase in tax revenue one year earlier. 
The Revenue improvement has allowed the Australian 

                                                        
1 Economic updates for US, Australia, NZ, Euro & developing 
economies are sourced from “Focus Economics” website.  
2 Bureau of Economic Analysis, April 2017. 

government to lower personal income taxes, abandon 
the planned increase in the Medicare Levy, increase 
expenditure on items such as hospitals and 
pharmaceuticals, aged care, the Great Barrier Reef and 
indigenous housing.   

New Zealand economy 
In New Zealand, the unemployment rate in Quarter four 
2017 reached 4.0 percent. This is forecasted to fall 
further, gradually. Some wage inflation is also 
anticipated, this is in view of current elevated 
underemployment, participation on an upward trend, 
and overseas workers readily available.  

The year ended with CPI at 1.7 percent (y-o-y), it is 
anticipated to rise further due to capacity constraints 
and expected wages rise. 

EURO area economy 
 In the Eurozone, the economy recorded a slow down 
during the first three months of 2018. Gross Domestic 
Product (GDP) rose by 0.4 percent in the three months to 
March, a 0.3 percentage point drop in growth 
compared to the previous quarter. On the flipside, 
unemployment is still too high in many EU countries, 
risking the sustainability of future growth. The 
International Monetary Fund (IMF)4  identified economic 
recovery efforts following the 2008 recession and the 
2013 European debt crisis was in jeopardy even in the 
absence of external shocks. The European Central Bank 
(ECB), noted that the expected slowdown has come 
quicker than anticipated and has the potential to turn to 
a longer term problem5.  

Developing economies 
 The growth strength observed in emerging economies 
during Quarter one can be partly attributed to China’s 
resilient economy, which seems to be having positive spill 
overs throughout Asia. China’s real GDP reportedly 
grew 6.9 percent on a year-on-year basis during 
Quarter one and remains well on track to hit the 
government’s annual growth target of 6.5 percent.  
 

3 15 May Roy-Morgan consumer confidence 
4 IMF WEO, April 2018 
5 Chief Economist, European Central Bank 
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Exchange rate developments 
VATU appreciated against AUD (-0.6), NZD (-1.6) 
and EURO (-0.8) but depreciated against USD (+1.4) 
and CNY (0.8) at the end of April (Table 1) 
 
Table 1: Exchange Rate of VATU/ Foreign 
Currency  
 

 

Official Reserves6 

Official foreign reserves reached VT42,819.4 million at 
the end of March, a slight increase from VT42,735.1 
million recorded in February. This is sufficient to cover 
10.1 months of import cover.   

 
Real sector developments 
Vanuatu received 54,549 total visitors in January 2017. 
Total visitor arrivals rose by 23 percent over the 
previous month and 35 percent over the year. Of the 
total, 10,130 visitors arrived by air and 44,419 visitors 
arrived by cruise-ships. Air arrivals rose by 13 percent 
over the same month of last year and cruise-ship visitors 
rose by 41 percent. The majority (80 percent) of air 
arrivals, holiday visitors, rose by 13 percent over the 
year, visitors arriving for other purposes rose by 27 
percent, visitors visiting friends and family rose by 17 
percent while stopover visitors rose by 14 percent and 
business visitors rose by 1 percent. The increase over the 
year was led by increase in the following markets: 
Australia (by 10 percent), New Caledonia (by 22 
percent), New Zealand (by 46 percent), Other Pacific 
Countries (by 20 percent), North America (by 39 
percent), while decline in visitor arrivals were recorded 
from Europe (by 5 percent), Other Countries (by 11 

                                                        
6 One of the key objectives of the RBV; for official reserves 
to cover at least 4 months of import cover. Calculated as 
Gross foreign reserves less IMF positions. 

percent), China (by 6 percent) and Japan (by 16 
percent).  

 
 Monetary Developments  
Money supply (M2) slightly declined by 0.3 percent in 
March, and triggered the annual growth to slow down 
to 12.8 percent compared to 13.6 percent recorded 
over the year to February.  The decline in money growth 
reflected the contraction in net foreign assets (NFA). 
Domestic credit, however, maintained a positive growth.  
 
NFA contracted by 1.0 percent owing to  the decline in 
the NFA position of other depository corporations 
(ODC), which outweighs the increase in the NFA of the 
Reserve Bank of Vanuatu. Nevertheless, the   year-on-
year growth in NFA remained robust. 
 
Chart 1: Determinants of Money Supply            
              (yoy% Change) 

 
 
Growth in domestic credit rose by 0.5 percent, reflecting 
the increase in claims on other sectors in particular loans 
extended to other non-financial corporations and other 
resident sectors which both increased by 1.3 percent and 
0.6 percent respectively.  Furthermore, the year-on-year 
growth in domestic credit remained positive at 4.0 
percent. Total loans extended by ODCs to various 
sectors are depicted in table A4.  
 
The central government's net credit position vis-á-vis the 
banking system improved in March 2018, due to 
increase in government deposits held with the ODCs. In 
contrast, government’s net credit position slightly 
deteriorated over the year to March.  
 
Claims on the central government by OFIs7 remained at 
VT2,850 million as at the end of April 2018, the same 
level recorded in March 2018. 

7 OFI: Other Financial Institutions cover Credit Corporation; Vanuatu 
Agriculture Bank; and Vanuatu National Provident Fund 
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Open Market Operations (OMO) 
The RBV issued VT1,100 million worth of RBV notes in 
April, compared to VT600 million issued in March 2018.  
Accordingly, the total subscriptions received increased to 
VT3,240 million compared to VT1,420 million in March. 
 

Chart 1: Outstanding RBV Notes 
(Levels, millions of VATU, month-End Data)  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

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

 
 
Chart 2: Yield on 91-days RBV Note  
(Percentage, Month-end Position) 
 
Chart 2 below shows the yield on the 91-days8 RBV 
notes. 

 
 
A total of VT670 million RBV notes matured in April 
2018. The remaining balance of VT1,290 million, is still 
to be retired, compared to VT860 million in February. 

 

                                                        
891 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 Apr. 
2018 

Yield End Mar.  
2018 

7 days 300 1.60 1.60 
14 days 300 1.65 1.65 

28 days 220 1.75 1.75 
63 days 140 1.80 1.80 

91 days 140 1.90 1.90 
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