
Page 1 of 7 
 

 

   

 

 

 
International Developments1 
 
In its World Economic Outlook (WEO) January report, 
the IMF reported that the global growth has continued 
to strengthen.  Global output is estimated to have grown 
by 3.7 percent in 2017, driven by strong investment and 
trade, while money and credit are still flowing easily 
within and across countries. In the medium term, 2018 
and 2019 growths were anticipated to remain strong at 
3.9 percent. Growth in emerging and developing 
countries is projected to firm further in the short term, 
supported by a modest improvement in prospects in 
commodity exporters. 
 
US economy 
The fourth quarter US GDP estimate saw a higher 
revision on account due to stronger consumer spending. 
US gross domestic product was revised up to a 2.9 
percent annualized rate from 2.5 percent. Strong 
consumer spending reflected holiday-shopping season. 
Most of the upward revision was driven by spending on 
transportation2. In February alone, US added 313, 000 
jobs to the market, leaving the unemployment rate 
unchanged at 4.1 percent for the fifth consecutive month. 
 
Australian economy 
In Australia, recovery in retail sales was reported in 
February.  In annual terms, retail sales growth is at the 
strongest pace since July 2017, with gains broadly 
based across sectors3. In its April 2018 report, the Roy-
Morgan reported that consumer confidence, falters amid 
market fears. Households’ views towards current financial 
conditions slipped 0.8% last week following a 3.1% 
decline previously4. 

New Zealand economy 
In New Zealand, consumer confidence remained high, 
supported by solid income growth, low unemployment, still-
low interest rates and a recovery in the housing market. The 
ANZ focus reported New Zealand economy to grow 

                                                        
1 Economic updates for US, Australia, NZ, Euro & developing 
economies are sourced from “Focus Economics” website.  
2 Us Commerce department, 27 March 2018 
3 ANZ research article,04 April 2018 
4 ditto 

broadly for the next couple of years, with the 
unemployment rate forecasted to remain low5.  

EURO area economy 
In the Euro Area, the Eurozone PMI is at eight-month low6. 
Broad growth slowdown seen across all nations and 
manufacturing sub-sectors. Increased signs of supply 
chain constraints adding weight to output growth and 
raising input prices. 

Developing economies 
In China, Caixin/IHS Markit February manufacturing PMI 
read 51.6, indicating an expansion in small and medium 
size enterprises. This is a slight improvement from 51.3 
and 51.5 records for January and February, 
respectively. Nevertheless, Chinese overall PMI 
recorded only 50.3. Even though growth from production 
in February slowed from the pace seen in January, total 
new work expanded at a slightly faster pace and 
business confidence strengthened to its highest level for 
nearly a year 
 
Exchange rate developments 
Table 1 depicted VATU position at the end of March. 
VATU appreciated against EURO (-1.8), NZD (-1.1) 
and CNY (-0.6) while it depreciated against AUD 
(+0.5). It remained unchanged against the USD. 
 
Table 1: Exchange Rate of VATU/ Foreign 
Currency  

 

5  ANZ research article,04 April 2018 
6 April 03, Markit PMI release 
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Official Reserves7 

Official foreign reserves increased from 
VT41,655.5 million in December 2017 to 
VT41,794.2 million at the end of January 2018 and 
is sufficient to cover 11.3 months of import cover. 

 
Real sector developments 
Vanuatu received 30,845 total visitors in November 
2017. Total visitor arrivals rose by 36 percent over the 
previous month and 11 percent over the year. Of the 
total, 8,444 visitors arrived by air and 22,401 visitors 
arrived by cruise-ships. Air arrivals rose by 12 percent 
over the same month of last year and cruise-ship visitors 
rose by 11 percent. The majority (68 percent) of air 
arrivals are holiday visitors and increased by 6 percent 
over the year.  Visitors visiting friends and family rose 
by 22 percent, business visitors rose by 13 percent, 
stopovers rose by 41 percent and visitors arriving for 
conferences and sports rose by 59 percent, largely due 
to December 2017 South Pacific Mini Games held in Port 
Vila in. The growth over the year was mainly led by the 
following tourist markets: Other Pacific Countries (by 
118 percent), New Caledonia (by 27 percent), Australia 
(by 5 percent), Other Countries (by 108 percent) and 
New Zealand (by 3 percent) while Europe declined by 
20 percent and China fell by 34 percent. 

 
Monetary Developments 
Money supply (M2) recorded an improved growth of 2.5 
percent in January 2018, relative to 0.4 percent at the 
end of December 2017. This triggered the year-on-year 
growth to accelerate by 12.0 percent compared to 9.3 
percent over the year to December 2017. The upward 
movement in M2 was attributed mainly to the increase in 
Net foreign assets (NFA). Domestic credit remained 
weak.  
 
The strong growth in NFA reflected the increase in the 
NFA holdings of both the Reserve Bank (RBV) and the 
other depository corporations (ODC). Similarly, the 
year-on-year growth in NFA continues to remain high. 
 
 
 
 
 
 

                                                        
7 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. 

Chart 1: Determinants of Money Supply            
              (yoy% Change) 

 
 
Domestic credit recorded a decline of 0.3 percent 
in January 2018. The decline reflected the fall in 
Net claims on central government by 1.4 percent, 
while claims on other sectors remained virtually 
unchanged relative to the previous month. The year-
on-year growth in domestic credit rose by 4.3 
percent relative to 4.1 percent over the year to 
December 2017.  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 January 2018, due 
to the increase in government deposits held with the 
ODCs. Government deposits with the RBV on the 
other hand, declined during the month. Overall, the 
fiscal net credit position remained favourable over 
the year to January 2018.  
 
Claims on the central government by OFIs8 
remained at VT2,850 million as at the end of the 
March 2018, the same level recorded in February 
2018. 
 
Monetary Policy Stance 
The monetary policy stance remained unchanged 
over the month. Accordingly, 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 VT900 million worth of RBV notes in 
February, similar to VT900 million issued in January 

8 OFI: Other Financial Institutions cover Credit Corporation; Vanuatu 
Agriculture Bank; and Vanuatu National Provident Fund 
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2018.  Total subscriptions received, however, 
increased to VT2,600 million compared to VT2,100 
million in January..  
 

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 below shows the yield on the 91-days9 RBV 
notes. 
 
Chart 2: Yield on 91-days RBV Note  
(Percentage, Month-end Position) 

 
 

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

A total of VT820 million RBV notes matured in 
February 2018. The remaining balance of VT1,000 
million, is still to be retired, compared to VT880 
million in January.  

 

 

 

 

 

 

 
Term 
 
 

Amount 
Allotted 

Yield End Feb. 
2018 

Yield End Jan.  
2018 

7 days 240 1.60 1.60 
14 days 240 1.65 1.65 

28 days 180 1.75 1.75 
63 days 120 1.80 1.80 

91 days 120 1.90 1.90 
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