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1. EXECUTIVE SUMMARY

The global economy continues to expand favorably
in the fourth quarter of 2005. Global growth
continues to be driven by the United States, with
the support of China and other Asian economies;
however, global growth has now become more
broadly based. The regional divergence in growth
reported in the previous publication seems to have
redressed slightly as economic conditions in Japan
have improved markedly with growth estimates for
2005 currently standing at 2.6 percent. Also, the
euro area appears to have shown signs of
improvement in the latter part of 2005. Although
the risks to global economic expansion remain, the
world economy seems to have weathered the risks
well and is estimated to have grown above average
during 2005, and global economic expansion is
expected to continue in 2006. In its September
world economic outlook, the International Monetary
Fund (IMF) expects the global economy to grow by
4.3 percent. However, the risks to the outlook
remain and could impede growth.

With improving world economic conditions most of
the world’s major economies have begun their cycle
of monetary tightening, led by the US. Reflecting
the cycle of monetary tightening, world short term
interest rates have also increased. On the other
hand, long term interest rates have remained stable
and some have even been declining.

On the domestic front, domestic economic
indicators continue to point to positive real GDP
growth in 2005, albeit at a lower rate than in 2004.
According to estimates by the Ministry of Finance
and Economic Management (MFEM), real GDP is
forecasted to have grown 3.0 percent in 2005.
Positive contributions to real GDP growth have
been forecasted for the industry and services
sectors. The agriculture sector, on the other hand,
is expected to register negative growth in 2005.

Production indicators for the fourth quarter continue
to show an overall decline in the Agriculture sector,
led by copra which fell by 45 percent from the
previous quarter and 47 percent from the
comparable quarter of 2004. The decline in copra
production was caused by a combination of a mild
drought in the third quarter, problems of shipping
from outer islands, and low domestic prices for
copra. Within the services sector, tourism arrivals
registered a decline in the fourth quarter, caused
mainly by air arrivals. As a result the hotel
occupancy rate dropped to 52.0 percent from 72.4

percent in the September quarter. However, the
fourth quarter also saw a high number of cruise ship
visitors due to increased port calls to Vila and other
islands by cruise ships.

Value Added Tax (VAT), which is consumption
based, continues to record strong growth with an
annual rate of increase of 14.0 percent in December.
Also, the demand for currency continues to increase,
and this was reflected by repeated increases in
currency in circulation since July 2005. Furthermore,
borrowings by the private sector continue to record
strong annual growth, especially borrowing by private
businesses which recorded an annual growth of 32.8
percent.

The domestic annual headline inflation, as measured
by the consumer price index (CPI), has increased
from 0.6 percent in the previous quarter to 1.6
percent. Even with the increase, the domestic
inflation rate remained subdued and well below the
Bank’s maximum comfortable level of 4.0 percent.

The year-on-year growth of money increased to 11.6
percent in the fourth quarter from 10.8 percent in the
preceding quarter. Monetary expansion in the fourth
quarter was largely associated with expansion in
quasi money. The main sources of growth of money
have been the net foreign assets of the banking
system and private sector credit, offset, however, by
the reduction in net credit to Government.

Overall, the Government operated a budget surplus in
2005, in spite of a quarterly deficit recorded in the last
quarter of the year. This improvement reflected
above budget performance in revenue collection,
underpinned by the continued growth of the economy
and improvement in compliance. On the other hand,
there are also better expenditure control measures in
terms of release of warrants.  Reflecting this
improvement, the Government's net lending position
with the banking system has improved significantly,
as the Government accumulated deposits with the
banking system and retired some of its domestic
debts.

At the close of 2005, official international reserves
have risen to 5.8 months of import cover from 5.5
months of import cover reported in the previous
quarter. This increase further improved the Bank's
international reserves position away from the
minimum comfortable level of 4 months of import
cover. This increase is attributable to improving
domestic and external economic conditions, in
particular through improvements in the tourism
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sector, inflows through official Government
transfers, and investment returns of the Bank.

2. THE INTERNATIONAL ECONOMY.

The start of 2005 was full of economists’ doomsday
predictions about the likely economic catastrophes
with many pointing to the widening US arrent
account deficit, increasing oil prices, and global
growth imbalances as the great terrors that could
potentially throw the world economy into a
downward spiral. 2005 has been and gone and
none of these threats have materialized. The US
current account has continued to widen but the US
growth rate has remained unaffected. T here was a
large increase in oil prices but the world’s
economies seem to have weathered that storm as
they continue growing and the global growth
imbalances, although still severe, seem to have
redressed slightly. Growth in 2005 was down on the
very high levels seen in 2004 with most economists
estimating growth of between 3.5 and 4% for 2005.

Figure 1: World Real Economic Growth
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2006 now looms with many economists again lining
up with the same doomsday predictions and they
are right, a number of threats still exist to the world
economy namely oil prices, the global imbalances
and the large amounts of investments being poured
into vulnerable emerging markets. A crisis in any
one of these three areas could cause growth to
come crashing down but IMF and World Bank
predictions still remain fairly robust at around 3.5%
growth for 2006. Therefore, provided none of the
aforementioned risks materialise, it is expected that
the world economy will keep on growing in 2006,
albeit at a slightly slower pace than in previous
years.

The US Economy

The US posted above trend growth in 2005 at 3.5 %
although the quarterly growth rate did dip to 0.3 % in
the December quarter. Recent data is suggesting that
the hurricanes have left little lasting impact on the US
economy as prices are now returning to normal after
spikes in September 2005, the jobs market also
appears to be returning to normal with an
unemployment rate of just 4.7. There are still upside
risks to inflation coming from the still high oil prices as
well as the pick ups in the labour market and
industrial production. Annual inflation did slow in the
December quarter from 2.3% in 2004 to 2.0%, but the
core prices accelerated in December lifting core
inflation to 2.2% in December.

All this comes despite the continued rate rises by the
Fed. The inflation risks mean that the Fed is likely to
increase the rates further in March. House price
growth in the US has softened but there appear to be
no signs of an imminent crash. Consumer spending
remains robust and is expected to increase into early
2006.

Figure 2: US GDP and CPI
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The current account deficit widened yet again in
December to post another record for 2005, but this
appears sustainable due to the high rates of growth in
emerging markets and developing countries. The
expectation is that the US economy will continue to
grow strongly into 2006 with forecasts ranging from
3.5 t0 4% growth for the year.

Asia
By all indications Asia is set to have another year of

strong growth in 2006, led mainly by its largest
economy, China. Economic activity in Asia in the
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December quarter accelerated as evidenced by
export and industrial production. Much had been
made of the possible negative impacts that the
weakening US economy could have had on the
Asian economies, but the US economy continues to
grow robustly and the economic impact of the
Hurricanes has not been too severe. Forecasts for
Europe show that it should grow a little faster in
2006 which will also provide a boost to Asian
exports.

China has been a major contributor to tie Asian
growth, as estimates show that it grew by almost
10% in 2005. This is according to new figures that
have been derived as a result of China’s recent
census. The data revisions have propelled China to
the rank of the world’s fourth largest economy,
surpassing the UK.

Figure 3: Chinese GDP and CPI
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The data also suggests that the composition of
spending in China is more balanc ed than previously
appeared. The IMF and World Bank have modified
their estimates of Chinese growth for 2006 to 9.2%
as a result of the new data.

Inflation remains low in China and the merchandise
surplus continues to increase. But 2006 could also
be a promising year for some of the other Asian
economies such as Indonesia and the Philippines.

Japan

The Japanese economy has continued its recovery,
with growth estimates for the year 2005 currently
standing at 2.6%. In the December quarter exports
and industrial production both increased, with

exports showing an increase of 10% on the year to
December.

Household conditions have also strengthened with
consumption growing 2% over the year to September
quarter. Data in retail sales is also encouraging with
department store sales up 3.2% in the year to
November and 0.9% in the year to December.

Also very encouraging was the 0.1% price increase
registered in the CPI over the year to November and
December. This has not been achieved since mid
1998. Forward indicators continue to be good for the
Japanese economy with forecasts showing that
growth is set to increase pace in 2006. This may
mean that the Bank of Japan will begin returning to
normal monetary policy.

Europe

The eurozone economies appear to have turned a
corner and have fared much better in the latter part of
the 2005 than they did at the start. Annual growth
posted 1.6% with net exports contributing 0.3% to the
growth in the September quarter of 0.6%. This is the
highest annual rate of growth for he eurozone since
2001.

GDP growth has picked up in both Germany and
France as stronger external demand and a weak euro
have supported production, industrial production grew
by 2.5% over the year to November. Consumer
demand remains a problem however with wage
growth slow, consumer spending increased only 0.7%
over the year to December. Unemployment does
appear to be reducing though having dropped from
8.9% in August to 8.4% in December.

Inflation has begun dropping again after an increase
to 2.6% in September, largely due to the high oil
price, it has now dropped to 2.4%. The ECB raised its
policy interest rate to 2.25% in its December meeting
due to concerns over the rapidly increasing money

supply.

Recovery in the Eurozone is set to continue modestly
into 2006 with predicted growth rates of around 2%.

The slowdown in the UK economy does not appear to
have been as bad as first feared. The economy saw a
strong December quarter pushing annual growth up
to 1.7%. Strong profitability and increased external
demand have supported activity in the business
sector although industrial production is slow this is
being compensated for by the strong services sector.
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Figure 4: Euro-area GDP and CPI
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Source: IMF World economic Outlook, September 2005.

House prices have also started to pick up again
after falling in 2005. Inflation however remains fairly
subdued growing only 1.2% over the year to
December. Consumer spending was higher than
expected in the December quarter of 2005 and
should carry on into 2006. The forecast is that the
UK economy should grow about 2.1% in 2006
meaning that the Bank of England will probably
leave rates unchanged as it has since August 2005.

Australia

Growth in Australia slowed in 2005, growing an
estimated 2.4% in 2005 compared with 3.75% in
2004. The slowdown was caused by a slowdown in
the number of dwelling constructions, which have
decreased by 4% from their peak at the start of
2004, and the reduction in consumer spending
associated with the sftening of the house price
boom. Consumer spending increased by 2.7% over
the year to September compared to 6.5% in 2004.
The household savings rate also saw an increase of
2.25% since the end of 2004.

Business investment and income remained robust
however which bodes well for growth in 2006.
Business Investment rose 17% in real terms over
the year to September quarter and mining
companies are planning to increase investment by
20% in 2006. The rate of capacity utilisation
appears to be nearing its peak.

Unemployment has been relatively flat throughout
2005, remaining at a rate of around 5.1% all year.
Total employment grew by 1.6% over the year and
the participation rate remained high.

There are some suggestions that Australia may be
reaching full capacity which means that the Reserve
Bank of Australia will have to increase interest rates
to prevent the economy from over heating. They will
also have to guard against inflation threats.

Figure 5: Australia CPl and GDP
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The Consumer Price Index rose 0.5% in the
December quarter, to be 2.8% higher over the year.
However surveys have shown that business
expectations of inflation remain contained now that
the fuel price hikes have subsided.

2006 should therefore see a continuing of the more
moderate growth seen in 2005 with the RBA
continuing to slowly tighten monetary policy.

New Zealand

The troubles of the New Zealand have persisted in
the December quarter to make 2005 a bad year with
many forecasters also reducing their growth
prospects for 2006. GDP in the September quarter
registered an increase of just 0.2%. The year on year
growth rate for the September quarter was 1.6%.

Retail sales have fallen in two out of the last three
months and the housing market is continuing to cool.
Business and consumer confidence surveys have
plummeted and surveys of firms own activities
suggest that growth may have stalled in the
December quarter. Business confidence surveys are
also pointing to declining investment and staffing
intentions for the future.

Despite the deceleration of growth, inflation still
remains a heavy concern with consumer prices rising
0.7% in the December quarter bringing inflation up to
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3.2% for the year. Despite the prognosis o slow
growth inflation expectations persist, the Reserve
Bank will therefore have very little leeway to
decrease the interest rate which currently stands at
7.25%.

Figure 6: New Zealand CPI and GDP
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Source: Reserve Bank of New Zealand.

Economic growth in New Zealand is forecasted to
be at around 1.5% in 2006 but there are warnings
that any adverse shocks such as an oil or
commaodity price shock could cause the economy to
dip into a recession.

Financial Markets.

The pattern of monthly exchange rate movements
of some of the world’s larger currencies is shown
below in trade weighted terms.

Figure 7: Exchange Rates
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The Australian dollar again saw a very stable
quarter registering only a minute increase. It is

expected that the Australian dollar will stay relatively
stable for the first half of 2006 before dropping back
to its long term average rate of $0.70 against the US
dollar. The US dollar has had a more volatile quarter
appreciating in  November before dropping in
December, however it only registered a tiny change
on a quarter to quarter basis. The US dollar is
expected to stay strong over the next few months as
the American recovery continues but should start to
decline over the latter half of 2006.

The other major currencies have all been very stable,
the largest move was a decrease in the value of the
New Zealand dollar by 1.5%.

Short Term Interest Rates
The graph below shows the pattern for short term
interest rates for some of the world economies
relevant to Vanuatu, the rate shown in each case is a
3 month money market rate.

Figure 8: Short Term interest Rates
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Most of the world’s major economies have now well
and truly begun their cycles of monetary tightening;
this is reflected in most of the short term interest rate
figures. Interest rates increased by 0.38 percentage
points to 7.66% in New Zealand, reflecting the quarter
percentage point increases by the Reserve Bank of
New Zealand in both October and December. Rates
also increased in the US, by 0.32 percentage points
to 4.49% reflecting the Fed's 14" consecutive rate
rise of 0.25%. There is widespread belief that these
increases are set to continue under the new Federal
Reserve Chairman. The Euro interest rates also
increased, by 0.27 percentage points to 2.47%,
reflecting the ECB's rate rise in December.




QUARTERLY ECONOMIC REVIEW

DECEMBER 2005

There was also a slight increase to 0.07% in Japan
which points to Japan’'s continued economic
recovery and the possibility of a return to normal
monetary policy. Interest rates in the UK and
Australia have been a lot more stable, with the UK
increasing by just 0.02 percentage points to 4.46%
and Australia staying stable at 5.63%.

Long term interest rates.
The graph below shows the changes in long term
interest rates in some of the world’s major

economies.

Figure 9: Long-Term Interest Rates
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Long term interest rates are on the whole declining
at the moment. They dropped 0.28 percentage
points in Australia to 5.2%, 0.05 percentage points
in New Zealand to 5.83% and 0.16 percentage
points in the UK to 4.21%.

There were some increases though in the US, by
0.01 percentage points to 4.46% and the EU by
0.09 percentage points to 3.41%. Japan’s long term
rate stayed the same at 1.54%.

Stock Markets

The following graph shows the movements in share
indices from some of the world’s largest markets.

Despite drops in October, the stock markets of the
four economies shown above all climbed in the
fourth quarter. The largest increase came from the
Australian ASX 200 index which increased 6.8% as
growth in the fourth quarter exceeded expectations
and the continue demand from China boosted

shares in companies such as BHP hillington. The
European STOXX 50 also improved as there were
signs that some of the larger economies may be
starting to turn around, it increased 6.3% over the
quarter. The US S&P 500 index and FTSE 100 also
increased by 5.9% and 5.6% respectively.

Figure 10: Stock Markets
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Oil Markets

The price of oil has continued on its upward trend this
quarter. The average spot price of oil for the year
2005 ended at $53.39 a barrel compared to an
average of $37.73 in 2004, this is an increase of
41.5% over the year.

Figure 11: Average Spot Price for Crude oil
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The forecast at the start of the year predicted a price
of just $42 a barrel, prices were therefore 27% above
the level forecasted.
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The price declined over by 5.7% the fourth quarter
of 2005 to reach an average of $56.55 a barrel. The
monthly price of oil has also been declining since it
hitits peak in September. It declined in October and
November but saw a slight increase in December to
leave the level at $56.43 a barrel at the end of the
month.

Qil prices are predicted to continue on their
increasing trend through 2006 as Chinese demand
keeps growing.

3. DOMESTIC ECONOMIC DEVELOPMENT

3.1. REAL SECTOR

Domestic economic growth continues to remain
positive with positive contributions expected from
the services and industry sectors. The Agriculture
sector, on the other hand, has been forecasted to
decline, and indicators of production in 2005 are
pointing to this direction. However, the Ministry of
Finance and Economic Management's forecasts for
real GDP growth remained at 3.0 percent for 2005.
Year on year comparison shows that this year's
growth is lower than in 2004, largely due to the
reduced performance in the agricultural sector.

Fig. 12. GDP Growth Rate
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The high production of copra in 2004 was largely
explained by the effects of cyclone Ivy which
caused ample coconuts to fall, boosting both copra
and coconut oil production. 2005 have seen lower
production towards the latter part of the year from
main copra production areas, partially affected by a
mild drought in quarter 3, problems of shipping from
outer islands, and lower domestic price for copra.
Accordingly, coconut oil production has declined
from the previous quarter due to reduced copra
supply. Cocoa production made a slight decline

after the ample production in the previous quarter.
Although production remains subdued, kava exports
declined slightly mainly to Fiji Markets, after Fiji
placed a ban on Vanuatu Kava over the retaliation of
Vanuatu ban on Fiji biscuit.

Activities in the tourism sector continues to grow,
largely driven by the high number of cruise-ship
visitors over the previous quarter after the P&O
cruise-ships resumed with high number of port calls
to Port Vila and other islands.

Copra and Coconut Qil

Copra production showed a decline of 45 percent and
47 percent on quarterly and yearly basis respectively.
Latest statistics from the Vanuatu Commodities
Marketing Board (VCMB) has shown that copra
production amounted to 3,464 tons in quarter 4 (Fig.
1.1). This represented a decline by 45 percent from
6310 tons in the previous quarter. The domestic price
in Luganville currently averages around VT20,000 to
VT22,000. The average world price for copra declined
to US$380.1 per ton, a drop of 0.2 percent from the
previous quarter. The current world price for copra is
lower than the same period of 2004 at US$448.33 per
ton.

Fig. 13 Copra & Coconut Oil Production
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Due to the decline in copra production, coconut oil
production has declined by 49 percent over the
previous quarter to 2,172 tons from 4,218 tons.
Coconut oil production has declined mainly due to
lower copra supply. Coconut Oil exports are expected
to be lower over the comparable period last year,
since Santo Unelco power station currently runs on
10% of coconut oil bio-fuel supplied from Vanuatu
Coconut Oil Production Limited (VCOPL). The current
world price for coconut oil has dropped from the
previous quarter to US$569.7 from US$571.7.
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Cocoa

The cocoa sector has seen a decline in production
from 534.2 tons in the previous quarter to 217 tons,
representing a decrease of 59 percent in quarter 4,
and lower by 27 percent over the comparable
quarter of last year, expected from seasonal cocoa
production trend. World commodity price for cocoa
has made a drop from 149.1c per kg to 147c per kg.

Table 1 Domestic Data

Annual

2001 2002 2003 2004 2005e
Real GDP
Growth 2.9 -4.4 2.4 4.0 3.0
Annual
inflation rate 2.3 2.3 2.9 0.8 1.6
Production
Copra(t) 20,234 25,608 28,925 36,822 21,536
Cocoa(t) 797 868 1,346 865 926
Beefit) 3,028 2,531 3,099 2,984 15,296
Coconut oil
exports (t) 8,733 9,856 7,725 17,111 11,500
Air
arrivals(no.) 53,300 49,462 50,400 60,611 58,046
Cruise
arrivals(no.) 52,778 49,447 51995 37,870 66,657
Hotel Occ.
Rate 49.8% 44.2% 46.5% 51.9% 49.0%
Energy
Consumption 42,281 41,874 41,341 42,849 42,095
Quarterly 2004 2005

Q404 Q105 Q205 Q305 Q405e
Real GDP
Growth - - - -
inflation rate 0.8 1 1.3 0.6 0.2
Production
Copra(t) 6,587 5,017 6,601 6,310 3,464
Cocoa(t) 296 49 125 535 217
Beef{t) 875 676 963 935 917
Coconut oil
exports(t) 3176 2457 3,700 4,016 3,550
Tourist

arrivals(no.) 18,225 12,648 13,309 18,507 13,582

Cruise

arrivals(no.) 9,909 19,454 12,686 17,017 17,500

Hotel Occ.

Rate (room) 78% 55.2% 49.4% 72.4% 52.0%

Kava

Kava production for export in quarter 4 has seen a
decline from the previous quarter by 11.3 percent
following the Fiji ban on Vanuatu Kava which was
later removed in the same quarter. Kava production
for export is expected to decrease to 220 tons from
256 tons in the previous quarter. This is lower by 22
percent from the same quarter of the previous year.

Beef

The beef Industry has made a decline in production in
quarter 4 by 1.9 percent from 935 tons in the previous
quarter to 917 tons. This is, however, higher by 4.8
percent from the same quarter of last year largely due
to higher number of cattle slaughter in the latter part
of the year. The average commodity price of beef
declined to 256.3c per kg from 266.8c per kg in the
previous quarter.

Figure 14: World Commodity Price
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Tourism

Total visitor arrivals in the fourth quarter are
estimated to have declined by 23 percent from the
previous quarter mainly due to slight decline in air
arrivals. Despite the decline, Air Vanuatu has
introduced an additional flight per week to Auckland,
New Zealand to cater for the peak season.

Fig 15. Number of Visitors Arrivals
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Growth in the tourism industry is encouraged by the
expected increase in Day visitors, especially cruise
ship visitors, largely due to the resumed port calls
made by P&O Cruise-ships which has recently
introduced an additional vessel to its fleet of cruise-
ships in December. Cruise ship visitors arrivals are
expected to increase by 5.8 percent from the
previous quarter and higher by 77 percent from the
same quarter last year. This huge growth in cruise-
ship arrivals has contributed to the high tourist
arrivals in 2005 over the comparable period of the
previous year.

Inflation

The estimated inflation rate in quarter 4 has
recorded an increase of 0.2 percent from the
previous quarter, and in comparison with the same
quarter of 2004, inflation has increased by 1.6
percent. The main casual factor contributing to the
quarterly increase was Housing & Utilities (0.3
percent) and Drinks and Tobacco (0.1percent),
whereas an expected decline recorded in food (0.4)
and household supplies expenditure group (0.2
percent).

Fig 16: Inflation rate
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3.2. FISCAL OPERATIONS

The Government operated a budget deficit during
the fourth quarter of 2005 due mainly to higher
expenditures, especially on goods and services.
Despite this quarter's deficit, there have been vast
improvements in the Government’s net position with
the Reserve Bank of Vanuatu. This was mirrored
by an increase in Government deposits with the
Bank. The Bank's net claims on Government was
VT-343.7 million compared with VT474.0 million for

the same quarter of 2004. Overall, the Government’s
fiscal position for 2005 depicted a budget surplus of
VT619.9 million. Following the improvements in its
fiscal position, the Government has refrained from
using the overdraft facility at the Bank, and retired
some of its domestic debts.

Figure 17: Government Expenditures and Revenue.
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For the fourth quarter of 2005, the central
Government's overall fiscal operations depicted a
deficit of VT207.2 million as compared to a surplus of
VT178.5 million recorded during the corresponding
quarter of 2004. The deterioration of the
Government’s position for this quarter resulted from a
decrease of 3.2 percent in revenue and grants, with
an increase of 15.5 percent in expenditures and net
lending, both over the corresponding quarter of 2004.

Revenue

Figure 18: Total revenue and grants(MVT)
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During the quarter under review, overall revenue
(including grants from abroad) amounted to
VT2139.7 million, 3.2 percent lower than the level
attained in the corresponding quarter of 2004. This
decline in revenue is attributed mainly to lower
grant aid of VT118.2 million for this quarter when
compared to VT303.8 million for the corresponding
quarter of 2004.

Of the budgetary account, actual recurrent revenue
collected for 2005 accounted for 106.7 percent,
which is higher than the expected revenue
collection for the year.

Figure 19 : Domestic Revenue
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Revenues from non-tax sources which constituted
the remaining 9.8 percent of total recurrent receipts,
increased by 11.7 percent from the corresponding
quarter of 2004.

Figure 20: Grants
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Grants received for this quarter totaled VT118.2
million, a decline of 61.1 percent over the
corresponding period of 2004.

Expenditures

Total outlays displayed an increase of 15.5 percent
as compared to the corresponding quarter of 2004.
This is due principally to increases in both recurrent
and capital expenditures by 15.2 percent and 24.9
percent, respectively. Total expenditures and net
lending totaled 97.2 percent of the budget.

By economic classification, salary and wages, which
accounted for 56.3 percent of total recurrent
expenditures increased by 3.0 percent from the
corresponding period of 2004. This increase is
expected as there is a rise in the minimum wages
from VT16,000 to V120,000 per month for all
government workers.

Financing

A budget surplus of VT619.9 million was achieved for
2005. Despite an overdraft arrangement with the
Reserve Bank of Vanuatu the Government continued
to operate a positive operating account for most of
2005.

The Government rolled over VT320 million and retired
VT156.1 million of maturing bonds in 2005. As a
result commercial banks net claims on the
Government improved by 20.4 percent from the
previous quarter. The overall net claims of the
Government on the banking system showed a vast
improvement stemmed mainly from the increase in
Government deposits.

Outstanding Government Debt

As at end of 2005, total outstanding public debt stood
at approximately VT13.1 billion, of which 25.5 percent
or VT3.3 billion is domestic debt. Total estimated
outstanding public debt represents 34.4 percent of
nominal GDP.

Domestic debts in terms of bond holding and
domestic loans totaled VT3,103.0  million,
representing a decline from VT3219.1 million in the
previous quarter. From this total bond holding, the
RBV has a share of 27.8 percent, commercial banks
27.0 percent, corporate bodies 45.1 percent and
others 0.1 percent.
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Figure 21: Public Debt
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Total external debt of the country stood at
approximately VT9.6 billion and representing 73.3
percent of total public debt. External debt consists
of bilateral and multilateral loans arrangement.

3.3. MONETARY DEVELOPMENTS

Total money supply grew for the 10 consecutive
quarter in December 2005. While money supply
continued to grow; the growth in the fourth quarter
of 2005 however was rather slow by 1.1 percent as
compared to 2.3 percent growth during the
preceding quarter and 3.8 percent in the June
quarter of 2005. Nevertheless on a year-on-year
growth basis, total money supply growth
accelerated to 11.6 percent in December 2005 from
10.8% in the previous quarter.

Monetary expansion during the quarter was
attributed to an expansion in domestic credit,
dampened, however, by a slight decline in net
foreign assets, owing to a reduction in the level of
foreign assets of the commercial banks during the
quarter.  Commercial banks’ liquidity has also
improved during the quarter, however due to
unequal distribution of liquidity amongst the banks,
as few banks are facing liquidity shortages, short
term interest rates have increased during the mid
quarter but tended to trend downwards towards the
end of the quarter. Despite this downward trend
short-tem interest are still high compared to the
previous quarter's level. Furthermore the Reserve
Bank is active in its Open Market Operation
resulting in the increase in RBV notes outstanding
during the quarter.
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Determinants of money supply
Net Foreign Assets

Following its expansion during the previous three
consecutive quarters of 2005, total net foreign assets
narrowed marginally by 0.9 percent to VT29488.2
million during this quarter. This downward trend was
associated with the decline in commercial banks’ NFA
position by 2.3 percent. Since commercial banks’
NFA comprises more than 70 percent of the entire
NFA of the banking system, this decline more than
offsets the 3.6 percent growth in the NFA position of
the monetary authorities. Despite the decline during
this quarter, total NFA grew by 6.9 percent from the
previous year’s level.

The Monetary authorities’ NFA position has
persistently been increasing throughout 2005 as well
as from the corresponding quarter of the preceding
year. At the end of this quarter the level increased to
VT7350.6 million, adding another VT256 million to
that recorded over the previous quarter.

Figure 22: Net Foreign Assets
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This trend clearly indicates that foreign exchange
inflows have been sustained throughout the quarter,
principally from inflows through the Government, a
foreign embassy, others and interest received by the
Reserve Bank on foreign assets. With these inflows
the level of reserves was sufficient to cover 5.8
months of import cover against 5.5 months recorded
during the September quarter.

Commercial banks' NFA, in contrast, contracted
during the quarter as their holdings of assets with
non-resident banks were reduced by VT430 million.
Also, commercial banks’ liabilities to non-resident
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banks rose by a substantial VT272 million. On the
other hand, commercial banks' foreign currency
liabilities to residents especially demand and
savings deposits, have registered quarterly
declines, therefore partly explains the reduction in
commercial banks" NFA. Regardless of this
quarter's  decline, commercial banks’ NFA
expanded by 4.6 percent over a year ago as bank’s
foreign assets increased more than their foreign
liabilities.

Domestic Credit

Total domestic credit grew further by 2.60 percent
or VT463 million during the reviewed quarter and
8.6 percent from the corresponding quarter of 2004.
This expansion was largely represented by increase
in loans and advances to the private sector, non
financial public enterprises and municipalities. Net
credit to the Government, on the other hand, noted
a significant decline during the quarter.

The Government's net lending position vis-a-vis the
banking system continued to improve extensively
from the September quarter to this quarter, as net
claims on Government declined by a sizeable 274
percent or VT119 million. The quarter—to-quarter
improvement was attributed to the Governments’
net lending position with both the monetary
authorities and the commercial banks. The
Government’s net position with the banking system
moreover improved from the same quarter of the
previous year by a vast 117 percent. Net claims on
Government has been declining for the fourth
consecutive quarter as Government finances
improved greatly during this year as compared to
2004. For this reason, the Government has
abstained from resorting to the overdraft facility with
the Reserve Bank since April 2005 up till the end
of this quarter. Furthermore, at the end of 2005 the
Reserve Banks' claims on the Government, in
particular the level of non-nterest bearing notes
was reduced by 47.2 million therefore contributed to
the quarterly decline in the Reserve Bank’s net
claims on Government, though Government
deposits were slightly down by 0.4 percent against
the previous quarter’s level.

Loans and advances extended to the private sector
grew further by 3.1 percent adding another VT1565.4
million to the level registered during the previous
quarter. Private sector credit also grew by a
sizeable 15.9 percent from the previous year's
level. Figure 5, depicted that private sector credit
has been on an increasing trend since the previous
two vyears. The growth in December was
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contributed mainly by loans and advances to
individuals & households and others category. These
loans were mainly in the categories of housing and
land purchases which added another V1218 million
against the September quarter and loans to other
personal sectors which rose by VI'59 million. Loans
and advances to business indicated a minor growth.
Though loans to business grew slightly during this
quarter, it still consist of more than 62 % of the share
in total loans, loans to individual/households followed
with 36%, while others category claimed the lowest
share of 2%. These growth trends reflected the
positive status of the economy.

Figure 23: Private Sector Loans
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With respective to credit extended to various
economic  sectors, fisheries sector saw a
considerable growth of 33% in loans. This trend
reflected the numerous fisheries projects that are
sprouting up in most provinces in the country in light
of the abundant marine resources which provide easy
income for the fishermen. Credit to the tourism sector
increased by 12 percent, notably loans to owners and
operators of hotels to accommodate for the
increasing number of visitors during the quarter.
Loans to the agriculture sector noted the third biggest
increased in credit growth by 11 percent; the increase
was contributed to particularly by lending to farmers
engaging in the production of vegetables, food crops
and fruits. Other sectors which also noted minor
increases in credit growth are; manufacturing (2%),
distribution (1%), transport & %), construction (1%)
and professional and other services (1%).

The four major sectors which comprise the bulk of
the share of total loans includes, housing and land
purchases which comprises of 23 percent of total
loans, other personal sectors follows with 20 percent.
The Construction sector claimed third position with 16
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percent while the fourth position of is taken up by
the distribution sector with a 10 percentshare.

Components of Money Supply

Money supply growth during the review quarter was
largely associated with quasi-money, which
expanded by 1.6 percent from the previous quarter,
whilst an annual growth rate of 12 percent was
recorded. Narrow money, on the contrary has
remained virtually unchanged from the preceding
quarter. Nonetheless, a considerable growth of 10
percent was noted against the previous year’s level.

Demand deposits contracted slightly by 0.9 percent
which contributed to the overall trend in narrow
money. Currency outside banks, on the other hand,
rose by 4.4 percent from the previous quarter. The
rise coincided with the Christmas festivities towards
the end of December. Currency outside banks was
also higher by 8.1 percent compared to that in
December 2004. Demand deposits in foreign
currency contracted by 5.3 percent which also
contributed to the overall trend in demand deposits.
Demand deposits denominated in the local currency
however, grew by 5.7 percent. The upward trend in
the latter could possibly be due to a) residents may
be converting their foreign currency deposits to
local currency to be more easily accessible to
cater for economic transactions currently taking
place as reflected in growth in private sector credit
b) residents may be switching demand deposits in
foreign currency to fixed deposits in foreign
currency to earn better returns c) importers
capitalized their demand deposits in foreign
currency to cater for more overseas transactions

Figure 24: Money Supply
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While residents are accommodating for the increased
activities that are occurring within the economy, as
reflected in the increase in currency outside banks
and growth in demand deposits (local currency), they
are simultaneously investing in longer term interest
bearing deposits. Accordingly, time and savings
deposits in both the local and foreign currency
expanded by 1.9 percent and 1.5 percent,
respectively during the quarter.

Deposits with Commercial Banks

Overall deposits of residents (excluding Government
deposits) held with the commercial banks at the end
of the reviewed quarter grew by 0.9 percent which
added another VT350 million to the level recorded
during the preceding quarter to reach V139872
million. Though foreign currency deposits accounted
for approximately 60 percent of the total share of
deposits, its slight decline by 0.5 percent was offset
by the increase in local currency deposits by 3.0
percent. While overall deposits grew slightly during
the quarter, a substantial expansion by 12 percent
was noted against the previous year's level.

With respect to ownership of deposits, individuals still
hold the largest share of total deposits with 47.1
percent, an increase of 0.2 percentage points from
the previous quarter. Private business followed with
40.5 percent, an increase from 39.1 percent from the
previous quarter. Non financial public enterprises
claimed third place with 6.7 percent, while the other
loans category claimed fourth position with 5.6
percent, where as the smallest share of 0.1 percent
goes to municipalities

Interest Rates

Commercial banks have indicated slight movements
in their deposits interest rates from the previous
quarter (see table 8). Notably for interest rates paid
on the one month maturity in which the upper interest
rate was increased by 1.50 percentage points. For
maturities above 6 months the minimum rate also
rose by 0.5 percentage points. Interest rates on
savings deposits were maintained as in the previous
quarter. Due to the abovementioned movement in
interest on fixed deposits, the weighted average rate
on fixed deposits rose by 0.38 percentage points from
the previous quarter to 4.85 percent. This uptrend in
rates on fixed deposits furthermore triggered the
overall weighted average interest for total bank
deposits to increase by 0.13 percentage points to
2.25 percent during the quarter.




QUARTERLY ECONOMIC REVIEW

DECEMBER 2005

Commercial banks lending rates, on the other hand,
were maintained as in the previous quarter as yet
indicated in table 8. Though lending rates ranges
remained unchanged, the weighted average rate of
interest rates for bank loans was somehow reduced
by 0.59 percentage points to 11.37 percent.

Interest Rate Spread

Figure 25: Interest Rate Spread
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The reduction in the weighted average rate of
interest on advances more than outweighed the
increase in he weighted average rate of interest
for total bank deposits thus contributed to the
reduction in the interest rates spread to 9.12
percent from 9.84 percent during the previous
quarter, as depicted in figure 7.

Reserve Money

Reserve money ! expanded further by 4.9 percent
or added an extra VT278 million to that recorded
over the preceding quarter. Likewise a huge growth
of 12.1 percent was registered against the level a
year ago.  The quarter-to-quarter growth was
contributed mainly by currency in circulation which
rose considerably by 16.6 percent and statutory
reserve deposits which expanded by 3.4 percent.
Conversely excess reserves of commercial banks
with the Reserve Bank declined sharply by 30.0
percent.

1 Reserve Money comprises of currency in circulation (including
commercial banks vault cash), statutory reserve deposits (SRD) and
EXCESS reserves.
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Figure 26: Components of Reserve Money

7,000
6,000
5,000
4,000 -
3,000 A
2,000
1,000 -

Million Vatu

Q403 Q204 Q404 Q205 Q405

Currency Issued 00 SRD M Excess Reserves

The expansion of currency in circulation was mainly
attributed to the Christmas spending at the end of
2005. Though currency in circulation was high during
the quarter, banks have recorded growth in deposits
over the period of October and November 2005, as
represented by the expansion in SRD. Several
developments contributed to the substantial decline in
excess reserves during the quarter; a) the offsetting
movement in currency in circulation and SRD b)
increase in outstanding RBV notes and c)
Government continues to destroy liquidity in the
system as reflected in the continuous improvements
in the Government’s net position with the Reserve
Bank. Figure 8 signifies that Reserve money was at
the highest level during this quarter as compared to
the levels recorded over the corresponding quarters
over the last two years.

RBV Notes

Figure 27: 91-days RBV Notes Yield
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Total RBV notes issued during the last quarter of
2005, amounted to VT1,065 million, out of which the
allotments were made as follows; VT290 million to




QUARTERLY ECONOMIC REVIEW

DECEMBER 2005

14-days, VT310 million to 28-days, VT235 million to
63-days and V1230 million 91-days maturity. By
end of the December quarter, 2005, the RBV notes
outstanding stood at VT590 million.

Yields on RBV notes reached their peaks during the
last quarter with the 63-day maturity recording the
highest rate for 2005 at 4.74% in mid quarter.
These increases were triggered by the liquidity
constraints in the banking system which led to inter-
bank activity that persisted throughout the quarter.
By the end of the quarter, yields started to trend
downwards compared to the positions during the
quarter. The 91-day maturity yield stood at 4.34%
by the end of December, 2005, while the 14-days,
28-days and 63-days positioned at 4.25%, 4.28%
and 4.31% respectively. Figure 9 clearly depicts
that though the interest rates on the 91-day note
which is the indicator rate were high during the last
quarter of 2005, these rates were somewhat lower
than the ates recorded during the last quarter of
2004 and the first quarter of 2003 due to the
unequal distribution of liquidity in the system.

DOMESTIC BANKS
Balance Sheet

Figure 28: Asset Position - Domestic Banks
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The industry's balance sheet recorded no

significant movements over the last quarter. Total
assets increased slightly by 1.1 percent to Vt58.7
billion from Vt58.1 billion during the previous
quarter. During the year, the industry reported an
increase of 7.3 percent. The quarterly increase was
mainly attributable to a 3.8 percent rise in domestic
assets to Vt25.2 hillion. On the other hand, the
industry’s foreign assets declined by 0.8 percent to
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Vt33.5 hillion at the end of the period. Refer to chart
28.

Capital

The industry remained well capitalized during the last
quarter though its capital adequacy ratio dropped
slightly by 0.1 percent to 26.7 percent. During the
year, the bank recorded a drop of 16.0 percent. The
slight quarterly drop in the industry’s capital adequacy
ratio was due to growth in the total risk weighted
assets by 2.9 percent to Vt16.1 billion.

Capital base increased by 2.8 percent to V4.3 billion.
This reflected increases in both the industry’s tier 1
capital by 2.8 percent to Vt4.1 billion and tier 2 capital
by 3.3 percent to Vt184.5 million respectively over the
last quarter. The industry’s tier 1 ratio for the
reviewed quarter is 25.6 percent. Refer to chart 2.
Figure 29: Capital 1 Ratio
Domestic Banks
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Profit

The industry recorded a quarterly increase in its
operating profit (before tax, write-offs and provisions)
by 5.3 percent to Vt592.8 million from Vt563.0 at the
end of September 2005. This increase was
attributable to growth in interest income by 8.5
percent to Vt951.8 million.

However net operating income declined during the
reviewed quarter by 2.2 percent to Vt 577.7 million
from Vt590.7 million during September 2005 quarter.
This decline is attributable to the increase in
provisions by 164.3 percent to Vt16.4 million
(negative Vt25.6 million, Sept'05). Over the 12
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months, net operating income increased by 25.2
percent (Vt429.0 million, Dec’04). Refer to chart 3.

Figure 30: Earnings — Domestic Assets
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During the last quarter, both ROA and ROE of the
industry increased by 4.8 percent to 1.0 percent
and 6.7 percent to 10.1 percent respectively.

Asset Quality

Total lending from the domestic industry increased
further at the end of December 2005 by 3.9 percent
to Vt19.5 billion. This comprised of 75.5 percent
standard loans, 5.0 percent sub-standard loans,
17.8 percent doubtful loans and 1.6 percent loss
loans respectively. Refer to chart 4.

Figure 31: Asset Quality - Domestic Banks
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The level of impaired assets increased significantly
both quarterly and annually by 34.0 percent and
71.6 percent respectively to Vt3.8 billion (Vt2.8
billion, Sept'05; Vt2.2 billion, Dec’04). The increase

was the result of a 38.8 percent increase in the
industry’s doubtful loans to Vt3.5 hillion over the last
quarter. The increase in doubtful loans was mainly
attributable to the declines in substandard loans by
25.8 percent to Vt981.1 million and loss loans by 2.8
percent to Vt319.9 million respectively.

Total industry’'s general provisions increased
significantly this quarter by 216.1 percent to Vt15.5
million. Furthermore, both specific provisions and
security held by the industry increased by 19.5
percent to Vt733.5 million and 5.9 percent to Vt12.4
billion over the period.

Sectoral Lending

The majority of the industry's lending portfolio still
remains to the personal (43.5 percent), construction
(15.6 percent) and distribution (10.0 percent) sectors
over the last quarter.

At he end of the period, loans to the personal sector
increased by 3.5 percent to Vt8.1 hillion, loans to the
construction sector increased by 1.2 percent to Vt2.9
billion and loans to distribution sector increased by
1.0 percent to 1.9 billion.

The other major lending sectors were tourism and
manufacturing sectors. Over the last period loans to
tourism and manufacturing sector increased by 12.1
percent to Vt1.7 billion and 1.8 percent to Vt1.1 billion
respectively. Refer to chart 5.

Figure 32: 5 Largest Sector Claims Domestic Banks
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Liquidity

The industry’s average liquid asset ratio (LAR) at the
end of the last quarter remains well above the
regulatory requirement at 17.2 percent; down from
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17.5 percent during the pervious quarter. Despite
the high LAR position, the yearly trend is slightly
downward sloping. Refer to chart 6.

Figure 33: Liquid asset Ratio — Domestic Banks
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December 2005 quarter also reveals negative short
term liquidity mismatch for the industry.

International Banks
Overview

For the quarter ended 31 December 2005, the
Reserve Bank remains proactive in ensuring that
international banks comply with the conditions of
their licenses. Over the quarter, the Bank
conducted several prudential consultations to
assess risks associated with banks, and to
determine banks’ compliance with the International
Banking Act (IBA), the Financial Transactions
Reporting Act (FTRA) and the Prudential Guidelines
(PG) issued by Reserve Bank of Vanuatu. In
addition, the Reserve Bank accompanied the
Financial Intelligence Unit (FIU) to conduct an anti-
money laundering spot check to international banks
to verify compliance with Vanuatu's regulatory
requirements.

Over the quarter, Reserve Bank of Vanuatu
received a number of enquiries from interested
clients hoping to set up international banks in
Vanuatu.

Balance Sheet
The December 2005 quarter showed a decrease in

the industry’s balance sheet footings of 2.6% to
USD202.3 million (USD207.8 million, Sep-05). The
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decrease was mainly attributable to decline in cash
items by 12.6% to USD58.9 million on the asset side.

The major components of the industry’'s assets still
remain as loans and advances and cash items each
consisting of 68.7% and 28.9% of total assets
respectively. (Refer to graph below)

Figure 34: Total Asset — International Banking
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On the liability side, the industry's total liabilities
(excluding shareholders equity) also declined by
2.9% to USD189.8 million (USD195.5 million, Sep-
05). The decrease is mainly attributable to decline in
term debt and other borrowings by 72.3% to USD13.5
million (USD48.7 million, Sep-05).

The major component of liabilities is deposits from
corporations, which accounted for 86.5% of total
liabilities and shareholders equity. Over the quarter,
this has increased by 20.3% to USD175.0 million
(USD145.5 million, Sep-05). (Refer to graph below)

Figure 35: Total Liabilities — International Banking
Industry.
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Earnings

Despite improvements in the industry’s financial
position this quarter, the industry continues to
record a net loss of USD 477 thousand; an increase
of 35.5% from the September quarter (net loss of
USD740 thousand). The increase is attributable to
increase in operating income of 107.0% to USD1.7
million (USD802 thousand Sep-05).

Figure 36: Income - International Banking Industry
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Over the quarter, net interest income of the industry
increased significantly by 73.4% to USD1.0 million
(USD602 thousand Sep-05).

3.4. FINANCIAL DEVELOPMENT

Total Local Expenditures

Total estimated local expenditures of Finance
Centre Institutions recorded increases of 10.0
percent and 21.0 percent from the previous quarter
of 2005 and the corresponding quarter of 2004,
respectively. This improvement was attributed to a
quarterly increase of 16.0 percent of total recurrent
expenditures.

From the estimated total expenditures of VT896.5
million, the banking sector continues to dominate
with 47.0 percent, followed by trust and insurance
companies with 33.0 percent, accounting firms with
140 percent and legal firms and offshore
institutions with 6.0 percent.

Estimated taxes and levies paid by Finance Center
Institutions and other private companies, showed
an annual increase of 6.3 percent and a quarterly
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decline of 15.7 percent. The quarterly decline was
attributed to decreases of 15.5 percent in central
Government fees, 23.7 percent in import duties and
23.0 percent in local government revenue.

There was an increase in total estimated capital
expenditures of finance institutions and other private
sector institutions by 59.0 percent from the same
quarter of 2004 and a decline of 11.6 percent from
the previous quarter.

Estimated value of total assets of finance centers and
other private sector institutions decreased by 0.5
percent from the previous quarter but recorded an
increase by 7.4 percent from the corresponding
quarter of 2004.

Estimated number of employees in finance centre
institutions decreased to 613 from the high of 614
recorded during the third quarter of 2005. Ni-Vanuatu
employees made up approximately 88.1 percent of
this total.

Total Gross Turnover

Estimates of total gross earnings of Finance Centre
Institutions increased by 9.9 percent and 17.0 percent
from the previous quarter of 2005 and corresponding
quarter of 2004. The quarterly improvement was
attributed to increases in total earnings of commercial
banks by 12.0 percent and gross income of trust and
insurance companies by 10.8 percent from previous
quarter.

Figure 37: Total Gross Turnover (Finance Centre
Institutions)
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Total estimated net foreign exchange earnings
recorded increases of 8.7 percent from the
corresponding quarter of 2004 and 83.5 percent from
previous quarter of 2005. This improvement was
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attributed to increases of net foreign exchange
earnings of commercial banks by 173.3 percent and
trust & insurance companies by 21.2 percent.

Shipping Registrations

The shipping registry recorded a decline in the
number of ships which decreased from 601 in the
previous quarter to 596 vessels this quarter.
However, there is a net increase of 6 vessels when
compared to 590 recorded during the
corresponding quarter of 2004. The registry
recorded the addition of 31 new ships, whilst 36
ships de-registered during the reviewed quarter. In
2005, 155 vessels were added to the registry while
149 vessels de-registered.

There was an improvement in net shipping fees for
this quarter as compared to a negative figure
recorded during the corresponding quarter of 2004.
The average szed vessel at the registry remained
at 4,500 GRT.

There remain certain issues to resolve between the
Vanuatu Maritime Authority in collaboration with the
Vanuatu Government, Tuna Fishing (Vanuatu)
Limited and the registry in New York regarding
reciprocal port tax treaties, Chile’s ban of Vanuatu
vessels, fishing legislation, regional fishing
oversight bodies, sanitary certification of the fishing
fleet, rescission of Ministerial Order 13 of 2005 and
revisions of Ministerial Order 35 of 2005. According
to the international shipping registry office in New
York, action on the above is needed to ensure the
growth of the registry if not in gross tonnage but in
the number of vessels.

Company Registration

The number of companies registered with the
Vanuatu Financial Services Commission (VFSC)
recorded a total of 6,139 companies during the
reviewed quarter. This represents net increases of
189 from the same quarter of 2004, and a decline of
40 companies from the previous quarter. The
number of new registrations was 134 companies,
while 119 companies deregistered with the VFSC.
2005, witnessed the registration of 536 companies
with the VFSC while 254 companies deregistered.
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From the total number of companies, internationak
companies represent 75.3 percent, local companies
made up 22.3 percent, while exempt and overseas*
companies accounted for 2.3 percent.

3.5. BALANCE of PAYMENTS.

The official international reserves increased to a more
than adequate level of 5.8 months of import cover at
the end of December 2005, from 5.5 months of import
cover in the preceding quarter. With this increase,
official reserves are comfortably above the Reserve
Bank’s minimum target level of 4 months of import
cover. This is one of the key indicators of monetary
stability for the country. The improvement in reserves
reflected the improving economic conditions caused
by an expansion of inflows through official
Government transfers and investment returns of the
Reserve Bank. Despite an expansion in the current
account deficit, financing was adequate.

Figure 38: Net Reserves & Import Cover
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Merchandise trade

The trade deficit expanded by an unpredicted 31.0
percent in the December quarter, reflecting import
growth of 20 percent while exports fell by 2.0 percent
from the previous quarter. High import bills were
recorded for basic manufactures, machines &
transport equipments, food and live animals and
chemicals. The overall trend for imports is an

2 Companiesincorporated under the international
Companies Act and do not operate businessin the
country.

% Companies registered or re-registered as exempt
companies and do business overseas.

4 Companies incorporated outside Vanuatu and do
businessin the country.
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upsurge slope and is expected to continue with this
trend in the future.

Services Account

Vanuatu’s main foreign exchange earning is tourism
- one of the main factors contributing to the
consistent surplus of the services account. However
this quarter the surplus or net services dropped by
26 percent reflecting a 24 percent drop in inward
travel (tourism earnings) as compared to a 25
percent increase in the September quarter. The
decrease in the above item was caused by a
seasonal drop in the number of tourists. The slight
depreciation of the Australian dollar against the
Vatu in December quarter also contributed to the
low earnings from Australian tourists during the
period. All the other items of the services account
also recorded decreases.

Income Account

Foreign enterprises’ reinvested earning is the major
item contributing to the consistent deficit of this
account. On the debit side, investment income
through foreign direct investments expanded by 14
percent and other investment interest payments
increased by 5 percent. This increase mainly came
through other securities rather than loans and
deposits. Income receipts from investment rose by
4 percent, mainly stemming from currency and
deposits.

Current Transfers Account

As a large proportion of current transfers represent
official grant flows, the level is driven by donor
grants to the Government of Vanuatu. The quarter
in review recorded another decrease in grants from
abroad. Technical assistance, aid in cash and aid-
in-kind  and other official transfers all recorded
decreases inthe December quarter.

Capital and Financial Account

The capital account measures the transfers of non
financial assets in and out of Vanuatu, as well as
the purchase and sale of intangible assets. In 2004
and 2005, Vanuatu had been experiencing huge
sales of non-financial assets which had not been
fully captured in this account, hence contributing to
the errors and omissions.

The December quarter saw a decrease in project
goods provided by donors while continuous net
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outflows of migrant's transfers was recorded by the
private sector.

The Financial account records flows of transactions
through external assets and liabilities. In December
quarter, there was a substantial decrease reflecting
reductions in foreign direct investment, portfolio
investment and other investments. Foreign direct
investment showed significant inflows, however
slightly less than inflows of September. Other
investment assets also decreased. This was caused
by a reduction in currency and deposits. Other
investment liabilities recorded a slight increase as
compared to a large reduction last quarter.

Medium Term outlook

Within the medium term (2006/2007), the current
account is expected to improve. Imports will continue
to grow, reflecting expansion of the economy as large
amounts of capital investment are injected into capital
projects. The projected improvement in tourism
earnings in 2006 will continue to provide a boost to
the services account while reinvested earnings of
foreign enterprises will continue to create deficits in
net factor income. The capital and financial account is
forecasted to continue in surplus into the medium
term. Barring adverse unforeseen circum stances,
official international reserves are therefore expected
to remain healthy at around five to six months of
import cover into the medium term.

International Investment Position

By end December 2005, the IIP extended its net
borrowing position to VT 5324 million, from VT4753
million last quarter. The new position reflected an
expansion of liabilities in December, particularly on
foreign direct investment

3.6 EXCHANGE RATE DEVELOPMENT.

Events in international financial markets over the
quarter had various impacts on the movements of
major currencies relevant to the exchange rate of the
Vatu. The foreign currency market was relatively flat
in the second week of October ahead of the much-
anticipated (and highly debated) interest rate decision
by the Federal Reserve. As investors focus on
interest rate and growth differentials favouring the
United States, the US dollar has been picking up well
against its major international currencies.

The US dollar fluctuated against the Vatu across the
months of the December quarter. The developments
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saw the US dollar rate close up 1.9 percent from
the September quarter and up 3.4 percent from
December 2004. The US dollar is expected to
strengthen moderately against the Vatu and by the
time of writing this report, the US dollar fluctuates
around the November average.

Figure 39: Bilateral Exchange Rate Movement of the
Vatu against its major currencies.
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Most analysts expect the Australian dollar to come
under downward pressure as the interest rate
differential with respect to the US narrows. In the
intervening time, the Japanese yen marginally
appreciated against the Vatu while EURO and NZ
dollar continues to fluctuate.
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Quarterly Exchange rate of vatu against currendes of major trading partners.

Period usb GBP AUD JPY NzD EUR
Average for 4th Qtr 2005 111.23 194.6 82.8 0.949 71.2 132.3
Average for 3rd Qtr 2005 109.97 196.29 83.48 0.9888 75.98 134.04
% Change 1.13 -0.87 -0.82 -4.19 1.58 -1.32
Closing rate on 30.12.05 112.33 193.68 82.29 0.9534 76.62 133.07
Closing rate on 30. 09.05 110.14 194.03 83.67 0.974 76.07 132.58
Closing rate on 30.12.04 106.53 205.3 83.06 1.0328 76.54 145.54
Quarterly % Change 1.9 0.2 1.7 2.2 0.7 0.4
Yearly % Change 3.4 5.5 0.7 5.7 0.6 -8.9
Low for 4th Quarter-2005 109.88 191.94 81.93 0.9133 76.02 129.86
28-Oct 28-Oct 28-Dec 7-Dec 28-Dec 5-Dec
High for 4th Quarter -2005 113.09 197.62 83.99 0.9701 79.36 134.11
28-Dec 4-Nov 4-Oct 7-Oct 6-Dec 3-Nov
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CHRONOLOGY OF MAJOR EVENTS

NO. BRIEF DESCRIPTION OF EVENTS EFFECTIVE DATE

1. Vanuatu removed all restrictions imposed on Fiji made biscuits in 8 October, 2005

October. This order was approved by the council of ministers,
after a commitment made at the recent Melanesian Spearhead
Group meeting in PNG where the two countries would resolve
their differences. Fiji was urged to take the issue up with its
cabinet to withdraw the ban on kava imports from Vanuatu, while
Port Vila promised to remove the 100 tonne quota imposed on Fiji
made biscuits exported to the country. For the past two months,
Vanuatu has lost US$300,000 in kava exports.

2. The government of Vanuatu confirmed that it will open its service
sector to more competition after a workshop conducted by the
South Pacific Forum Secretariat. The services sector accounts for
more than 70% of GDP.

A major benefit of opening to trade in services would be
easier and increased competition in some of the monopoly sectors
such as telecommunication, water and electricity prompting
potential for lower prices in the long run. Another would be
increased investment and opportunities for technology transfers
due to its open inward investment policy with VT 4.7 bn of foreign
direct investment into the country in 2004,

3. After a period of consultation and exchanging of ideas the Vanuatu
Tourism Office (VTO), The Vanuatu Tourism Association (VTA),
the Vanuatu Hotel & Resorts Association (VHRA) and Arlines (Air
Vanuatu and Pacific Blue) launched a 40% off sale into the
Australian and New Zealand Markets. The program focuses on
40% reduction on accommodation deals with substantial airlines
savings on airfares. The program is designed to fill gaps in
occupancy across the pre Christmas period and the period from
the end of January until the end of January until the end of March
2006.Funding will be provided by parties to the agreement to our
Australian Wholesalers advertising through campaigns schedules
on Sydney and Brisbane radio and a direct email campaign
initiated by empowered in Australia.

4, Vanuatu is among the 23 countries chosen by the United States to
receive the Millennium Challenge Corporation (MCC) fund. This
announcement follows a 8" November meeting of the MCC board
of directors in Washington. MCC administers the Millennium
Challenge Account (MCS), an imitative by President George Bush
to promote democratic change and sound economic policies in
developing countries. Vanuatu is qualified because its application
demonstrated its commitment to ruling justly, investing in people
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and encouraging economic freedom.

5. Japan approved VT69 million in aid to finance 13 development
projects in Vanuatu. Contracts were signed between the Japanese
Government and Vanuatu at the Department of Foreign Affairs on
the 16" of December in the presence of Hiroshi Watanabe, the 2n
Secretary in the Japanese Embassy in Fiji. The funds have been
made available through the Japanese Grass Roots Human
Security Project Programme and are designed to improve the living
standards and welfare of people in Vanuatu.

6. Vanuatu's loyalty to China’s One-China policy was rewarded in
July with an agreement for 32.4 million Vatu (US$319,000) worth
of uniforms, equipment and vehicles for the police (mobile force).
This was followed in August with China’s cancellation of two loans
totaling more than 400 million Vatu (US366, 972). China’s minister
for video, film and television, Wang Taihua, was in Port Vila in
August to launch the opening of a television service transmitted to
Vanuatu by satellite of an English language service supplied by
Central China Television (CCTV).

7. Vanuatu Abattoirs is to receive a UD$160,000 European Union
grant to assist sales of organic meat to the European market.
Three years ago it became the first developing country to meet
quarantine rules for the export of its meat to Australia.
(Islands Business, December, 2005)
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Tablel: Assets and Liabilities of the Reserve Bank of Vanuatu

(Millions of Watu)

2004 20056

End of Period 2002 2003 2004 2005 Otrd Otr1 Otr2 Otr3 Otrd
Foreign Assets 48544 49535 BE146 TH458 66146 68242  T0841  T3423  TH956
Foreign Exchange 42591 43845 60182 B9S85 60182  B2254  B4828  EB7382  £9835
RTP with IMF 4450 4345 4345 4345 4345 4345 4345 4345 4345

SDR Holdings 1503 1544 1618 1728 1618 1643 1668 1896 17286
Claims on Government 12408 14710 1418 11845 1418 12609 12351 12335 11845
Claims on NFPE 3198 00 000 0.00 000 000 0.00 0.00 0.00
C‘Iaims on Gommercial Banks 0o 1000 0o il 0o 000 ] 0 ]
Other Assets 3554 3399 4338 483 4338 3582 3114 3199 483
TOTAL ASSETS 6,770.2 68644 B466.4 92631 Bd66.4 84433 86303 88957 92631
Reserve Money 44789 48286 52951 59374 52951 52942 50861 58503 59374
Currency outside Banks 19161 21084 24301 26307 24401 22087 23421 25778 26907
Cornmercial Banks' Vault Cash 3573 4808 47T BETE 4771 409 3447 3198 6878
Gormmercial Banks Deposits with REY | 22055 22894 23270 28681 23279 2&TEHE 23093 27619 28501
Foreign Liahilities 2489 2158 2017 245 2007 2237 2152 2475 245
Government Deposits, of which 8630 8329 10914 77T 10914 13405 16474 AT3B1 ATRTT
Gortribution to RTP with IMF 4450 4345 4345 4345 4345 4345 4345 4345 4345
Deposits of NFPE 07 08 00 0 00 00 0 0 0
REW Motes 3239 991 10686 5854 10686 8205 10194 5462 585.4
Other Liabilities 8498 8871 8086 7678 80896 764.4 6625 7078 7678
TOTAL LIABILITIES 6,770.2 68644 B466.4 92631 B466.4 84433 86303 88957 92631
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Table2: Assets and Liabilities of the Commercial Banks

(Millions of Watu)
2004 2005
End of Period 2002 2003 2004 2005 atrd atr1 atr 2 atr 3 atrd
Reserves 2,562.8 2,720.2 2806.0 22467 280650 20865 2744.0 30817 32467
wault Cash 372 4508 4771 587 6 4771 409.0 2447 3198 687 6
Deposits with REV 22065 2,269.4 2327 9 2569.1 2327 9 26765 23993 27619 25591
REV Notes 3229 99.1 1068 6 5854 1068 6 8205 1019.1 5462 5354
Foreign Assets 1/ 28,756 % 27,209.0 250609 295791 25060 9 25496 3 303657 29733 2 292791
Claims on Governmert 11909 7750 313 $3% $13 #13 438 $3% $38
Claims on Municipaliies 20 54 52 134 62 16.4 11 104 134
Claims on NFPE 146 162 29.4 265 29.4 249 233 221 265
<
Claims on private sector 13,2649 14,5684 16953 13545 .4 16953 164362 172171 179784 18545 4
Irtter-bank claims 3700 0.0 g o 0.0 0.0 0.0 0.0 o
Other Assets 7250 11683 1436 3 1643 4 1436 3 16029 1426 2 13796 1642 4
TOTAL ASSETS 47.180.9 46,550.1 50221.4 54077.9 50221.4 51595.2 53633.5 53580.5 54077.9
Demand Deposts 96077 10,0671 10,2432 11,3493 10243 2 15033 126168 11463 9 113493
Local currency 37489 37632 4067 2 47339 4067 2 45009 4298 3 4479 4 47339
Foreign currency 53688 63039 6176 66154 6176 TO02.4 $3185 6984 5 66154
Savings Deposits 26296 26083 2,9%8.1 29643 29891 2962 % 3045.0 30062 29643
Local currency 23168 22829 23783 2497 1 23783 2344 2601 3 25297 24971
Foreign currency 3138 4164 6108 457 2 6108 5138 5437 4766 457 2
Time Deposits 20,66 0 19,8647 224265 26,565 1 20426 6 22972 1 23166 1 26068 2 26665 1
Local currency 49092 5,557 1 5883 38154 5883 72083 7658 1 #6572 38154
Foreign currency 15905 % 14,357 6 15542 5 16752 7 15542 5 15743 3 15508 16486 2 167527
Foreign Liskilties 26849 7,267 5 6898 6 71415 6898 6 6952 6 75727 7072 71415
Governiment Deposits 2/ 244.1 2826 185.1 457 2 185.1 1824 2597 3798 45732
Creditfrom REV 0.0 100.0 5 0 5 5 5 0 0
Other Liabiliies 51696 6,280.0 7479 6607 4 7479 6986 69722 6610.4 G607 4
v
TOTAL LIABILITIES 471809 46,5501 502214 54077.9 502214 515952 536335 535095 54077.9

14 Includes small amounts of claims on foreigh monetary authoriies in the form of foreigh currency hotes and coins
2/ Government deposis in Watl and foreign currency.
r: Revised
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Table 3: Monetary Survey: The consolidated statements Accounts of Monetary Institutions

(Millions of Vatu)

2004 2005
End of Period 2002 2003 2004 2005 Gtr 4 Gir 1 Qtr2 Qtr3 Gtr 4
MET FOREIGN ASSETS 24,7444 246791 27,5751 29,488.2 27,8751 28,508.7 29,6519 28,756.0 29.488.2
‘Monetary Autharities 47025 ATIVE g4128 73506 g4128 GEODS  B8E55  T0ME  TIE0E
Resenie Bank of Vanuatu(a-b) 48055 47378 6,28 FAEDB BH28 EEB005  B8B85 70948 73508
(&) Foreign Assets 45544 48535 B614.5 TEASE BE14.5 8242 T0844 T3423  FEOS6
‘(bjF oreign Liabilities 2429 21589 2017 245 2017 2237 2152 247 5 245
'Treasury Foreign Assets aro 00 00 00 00 0 0 0 a
‘Cornrnercial Banks (Met) 1/ (a-k) 200418 19845 21823 Z2AZVE 211823 218082 Z2TS30 0 22BB12  IZ2IETE
'(a) Foreign Assets 287268 272080 28080.9 292791 28060.9 288068 303557 207332 29279.1
'k Fareign Liabilities G548 T2ETS 54986 71415 GR35 6 BAERE  TETR2T Tz 71415
DOMESTIC CREDIT 16,0928 15,888.1 17,093.4 18,546.5 17,093.9 17,1718 176471 18,0928 185464
'Qlaims an Government (Mef) 13196 11238 9545 -16z25 954 5 551 1673 434 -162.5
'Clairms on NFPE 2/ 3342 162 284 265 284 244 233 224 265
'Claims on Private Sector 3/ 134370 147378 161034 186891 16103 .4 18575 173454 181037 18669.1
'Claims on Municipalities 20 54 62 134 52 16.4 114 104 12.4
TOTAL LIGUIDITY 35,0091 34,7293 38,1476 42,5624 38,1476 39,6469 41,1700 421049 425624
‘Maney 115245 121763 12,7333 140400 127333 137120 149585 140415 140400
'E:urrency outside Banks 1,918.1 21084 24401 26A0.7 243011 22087 23424 ZEYTE 28907
'Dernand deposits gge024 10,0879 10,2432 11,3483 10,2432 11,5033 126168 1146839 113483
‘Local currency 37495 37640 40672 47339 4067 2 45009 42983 44794 47339
‘Foreign currency B8558 B2038 G780 BE16.4 G170 TO0z4 83185 68345 65154
'Cluasi-money 234848 225530 254143 285224 254143 250349 282111 280834 2835224
'Tirne & Savings deposits in Yatu 2450 TEI00 92610 113125 92610 9ET2E 10ES4 11101TF 113125
'Tirne & Savings deposits in FC 1682396 147430 161533 172089 161533 163626 180517 169817 172099
OTHER. ITEMS {Net) 48281 58319 §.521.0 5,906.8 §,521.0 60336 60290 57439 54723

14 Monetany Autharities' foreign currency holdings with cormmercial banks are not included as part of their foreign assets here
2! Including claims on Vanuatu Commaodities Marketing Board (VCMB])

3! Including claims on RBY staff
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TABLE 4: DOMESTIC MONEY SUPPLY AND COMPONENTS

{Millions of Vatu)

2004 2005
End Period 2002 2003 2004 2005 Otrd Qtr1 Gtr 2 Qtr3 Gtr 4
Notes 4] 14724 21338 25434 28283 24380 21842 22568 2456 60 292830
Coins 2) 401.0 4254 an 45010 39320 4235 4300 440 40 450,00
Total 3 (1+2) 22734 25532 29372 33783 29372 26177 26366 2897 5 33783
F
Cash in hand with Banks &3] 3573 4508 4471 B37 6 44710 Ele=] 3447 21980 587 60
F
Currency with Public in Vatu B (4 1981 21084 24901 28307 24901 22087 23421 2577 60 259070
Demand deposits of
resident in Watu (O dW)1/ ) 37486 37640 40672 47338 408720 45004 42983 4474 40 473390
M1 (Marrow Measure) 7 [G#46) SEEST 58724 B5573  T4248 G557 .3 B708 6 BE40.4 70570 74248
Demand deposits of residents
in FC (DdFy2¢ €3] 58588 B2039 81760 868154  B176.00 7002 4 83185 5934 50 661540
M2 @ 7+ 115245 121763 127333 140400 127333 137120 149589 140415 140400
Savings &time deposits of
residents inWatu (T dv) (10 72450 78100 42610 113125 428100 45723 101544 1110170 1121250
MW (W atu liguidity) (1) F+10) 129107 138824 153183 187371 15818.3 162819 167938 181587 187371
M3 (12) (B+10) 187695 189863 219943 253525 219843 232843 251183 251432 253525
Savings &time deposits of
residents in FG (TdF) 13 182296 147430 161533 172099 1815330 183626 160517 1696170 1720990
Mf (Foreign currency liquidity) | (14) B+13) 220884 21,0460 223293 238253 223293 233650 243702 239462 238253
M4 (Broad Measures) (15) [12+13) 350091 3247293 321476 4265624 331478 396462 411700 421042 42562 .4

1/ Excludes deposits of Sovernment but includes Watu deposits on non-reporting (i e. exernpt) banks and other institutions held with reporting banks
2! Excludes Government deposits and deposits of exernpt institutions
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TABLE 5: DISTRIBUTION OF VATU AND FOREIGN CURRENCY DEPOSITS OF RESIDENTS BY

CATEGORIES
{Millians of Vatu)
WATU DEPOSITS 1/ 'FOREIGN CURRENCY DEPOSITS 1/ PERCENTAGE DISTRIBUTION
EndPeriod | Demand  Sawings  Time Total Demand  Savings  Time Total Vatu  Foreign Govemment
Deposits ~ Currency Total | Deposits 2/
Deposits
(1) 2) 3 @ () i) 7 ) @
2002 37488 23158 49292 109939 58588 3138 158268 220984 332 9 1051 2441
2003 3resz 2288 BhA1 115732 63038 454 143276 210469 355 645 1000 2825
2004 40672 23783 63830 133285 61760 6108 155425 223283 | 374 626 1000 185.1
2005 47338 24971 88154 160464 66154 4572 67527 238253 402 598 1000 4573
2004
Ord| 40672 23783 63830 133285 61760 6108 155425 223203 374 626 1000 1851
2005
Ofr1| 450098 23440 72284 140733 To024 6188 157438 233650 376 624 1000 1824
Ofr2| 42083 28013 7EE81 144577 83185 B437 155080 243702 372 628 1000 2597
Ofr3| 44794 28207 85720 155814 69845 4755 164862 239462 304 806 1000 3798
Ofrd| 47339 24071 88154 160464 66104 4572 67527 238263 402 598 1000 4573

11 Excludes deposits of the Vanuatu Government.

2! Government deposits in Vatu and Foreign currencies.
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TABLE 6: TIME DEPOSITS IN VATU OF RESIDENTS WITH COMMERCIAL BANKS 2/

BY MATURITY PERIOD 1/

(Millions of Vatu)

¥ MATURITY Uptoand Over 7 days
Y PERIOD Inclusive and up to 1to2 2103 Itok bito12 Over one Total 2
END OFt of 7 days 1 Month Manths Months Months Manths Year
PERIODY
2002 1899 1,062.3 4537 6015 4589 472 5680 37875
2003 3505 13775 5375 6448 10912 9621 6913 56549
2004 5252 1,306.1 802 5542 9610 17558 10587 89390
2005 1911 24881 11088 7d4 1,2678 24081 7744 90114
2004
Otrd| 5262 1,306.1 7802 5542 9610 17558 10587 89390
2005
Otr 1 6232 11762 9203 6705 14377 18187 6440 72906
Or2| 8131 20847 6351 7058 9235 14978 10999 77298
O3] 6504 16308 1,497 117138 12017 20268 5747 87527
Otr4 1911 24381 11068 7744 12678 24081 7744 90114

14 s from (Qfr 1 1999), Data covers only 3 of the 4 commerci

Fram (Cir 3 2002) Diata cavers 2 out af the 2 hanks {2 hanks Merged ). From Q42003 data covers all commercial banks

2! Includes deposits ofthe Vanuaty Government
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TABLE 7: COMMERCIAL BANKS SECTORAL DISTRIBUTION OF LOANS & ADVANCES INVATU
AND FOREIGN CURRENCY

(Miliors of ats)
2004 2005

SECTOR 2002 2003 2004 2005 {trd 1 {tr? (il {trd
Anricutiire 2414 2407 445 3042 2446 215 2434 216 3042
Fisheries 4% 09 65 2639 66 a5 194 03 2639
Mgy & Quarrying > e 12 0 1.2 57 14 00 0o
Marutactiring ine 8524 476 1174 4476 324 942 % 0878 1174
Touristm 960.2 1487 13146 17064 13146 12861 12981 1628 17064
Entertaintment & Catering 1672 1622 2064 23 2064 2072 2012 1514 23
Transport 5396 5389 BET.0 G265 BET.0 B2 4 6771 B2 G265
Public Ui 3961 99 75 66 75 7% 70 64 66
tonstrucion 2,787 2r3E N0 29176 2,100 2812 2964 28821 29176
a) Government 20 54 04 33 04 05 23 14 33
b Public Corporaion b $h 437 464 437 k33 467 461 24
Financial Instiutiors ki 446 1387 1216 1387 1384 1366 1369 1216
Professional & Other Services 9594 9171 HeT 9164 HeT Nk EIEL 91141 9164
Housing & Land Purchases 2,095.1 226056 359RT 43865 5927 TR0 40732 41685 465
Distribution 16417 17806 16006 14629 16006 1,136 17250 18442 14624
Personal: Cthers 2591 24238 Wz Ik a7 134 34045 3677 Ik
Mistellaneous 1688 2018 932 B84 9332 3452 6912 7208 B84
TOTAL 131200 145800 16,0473 18614 160473 165642 173374 130843 106774

Ofwhich: \at) 108971 TE2161 145021 168362 145081 TR0 68632 162282 168362
Private shares & Bonds
Government Bonds 11952 7rE0 #30 8380 #30 el 3380 3380 8380
Claits on Nor-renoring banks 4
Grand Total M52 15,3530 168603 195004 16,8603  173N2 1854 138923 199154

1/ Non-reparting banks includes Trust campanies, Insurances efc.
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TABLE 8: SELECTED INTEREST RATES FOR LOCAL COMMERCIAL BANKS 1/

DEPOSIT RATES ADVANCES RATES 2/
LOGAL
Foreign INTER-BANK
Curmencies Vatu only RATES
VATU {Australian
Dollar)
End Above WWeighted
Period | Savings 1 month 26 Gmonths  average rate 1 month Commercial Personal Housing Viieighted call
Honths of interest for {Locally average rate or
total bank quoted) of interest for Dvernight
deposits bank loans
2002 0E0-200  T00-E00 100676 176626 2oy E13-409 10.00-16 00 ArE-2500 90712650 1168 580
2003 050-200  150-8.00 150600 ATFE4TE 21% 356-4.425 §.50-16.00 GTE2E00 BH0-1850 1r 550
2004 050-200  200-500 200600  2FE-TEE 240 3.66-4.55 $.560-16.00 12002500 5901475 11564 550
2005 050-200  200-850  Z00-TO0 225700 2z 150-4.55 $.25-16.00 12002500 £25-1475 117 5.50
2004
O 4] 050-200 200500  2.00-600 275755 240 2.55-4.55 3.50-16.00 12.00-2500  5.80-14.75 11.59 5.50
2005
G 1] 080-200 200500 200-600 276-700 2241 FEE-4 56 300-16.00 12002600 901475 11.74 580
Cir2| 080-200 200500 200678 226-T00 214 FEE-4 58 3261600 12002500  $281478 1166 580
O 3 0560-200 200500 200676 226700 21z 3.66-4.55 $.25-16.00 12002500 £26-1475 1156 550
O 4 050-200 200650 200700 275700 2z 350-4.55 $.25-16.00 12002500 $25-1475 1137 5.50

Source: Local Commercial banks returns:

1/ From {Qtr 3, 2002) Data covers 2 out of 2 banks (2 banks merged). From Qtr 4 2003 data covers all commercial banks

2{ Interest rates relating to vatu advances ranging from the minimum 6.00 percent also reflact rates offered to their staff,
[

Revised
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TABLE 9: DENOMINATIONS OF CURRENCY ON ISSUE

{ Millions of Vet )
Total Notes N 0 T E S Coins
End Period & Coins
YT100 VT200 YT500 VT1.,000 UT5,000 Total
2000 21102 239 379 979 8617 8353 1,739 3714
2001 22384 239 455 156 3948 7382 18804 3880
2002 22735 238 78 1M13 8020 7651 18724 4011
2003 25692 238 547 193 10058 8981 21338 4264
2001 Gtrd 22384 239 455 1586 8948 7382 18504 3880
2002014 22735 238 478 113 8920 7651 18724 4011
2004 29672 237 636 1316 1,1405 11845 25439 4233
2004
2004 21088 238 A7 B 1052 8317 8694 17104 3985
2004 22098 238 500 103 3848 7049 13060 4038
2004 23142 238 522 157 9302 7474 19018 4286
2004 25682 238 547 193 10058 8981 21338 4264
2005 33783 237 680 1415 1,3428 1,3525 29283 4500
2004
Qtrl 23076 237 505 1096 8961 731 18853 4223
Qtr2 24380 238 541 1841 9668 87T 20403 3977
Qtr3 25089 238 578 1262 10277 8548 21893 4096
Qtrd 29672 237 636 1216 11405 11845 25439 4233
2009
Qtr 28176 237 58.3 198 1,007 8 9545 21941 4235
Qtr2 26868 237 590 1215 10285 1,0230 22567 4301
Qtr3 28975 237 B56 1315 1,1348 1,1010 24566 4409
Qtr4 33783 237 680 1415 13428 13525 29283 4500
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TABLE 10: NET OFFICIAL RESERVES

(Millions of VYatu)

1. Net Official Reserves

2. NetForeign Assets of

Commercial Banks

End Foreign Special Reserve Total Foreign Net Foreign Foreign Net
of Period Exchange | Drawing Position | Holdings | Liabilities | Position Assets Liahilities | Paosition
I of RBY I Rights in IMF

(1) @ G) @) (+2s) 6) ) 45) ) @) (9) (-8)

2002 42591 1503 4450 45544 2439 45055 287268 85849 200419

2003 43648 1544 4345 49535 2159 47378 272000 72675 199415

2004 60182 1613 4345 65145 2017 64128 2806089 63986 21,1623

2005 69385 1726 4345 75956 2450 73508 292791 7415 21378
2004

Q4| 60132 1613 4345 65145 2017 64123 230808 639386 21,1623
2005

Qirl| 62254 1643 4345 65242 237 6,6005 288068 69836 21,9082

(2| 64828 1663 4345 70841 2152 £,3689 03557 7h27 22,7830

Q3| 67332 1698 4345 73423 2475 7043 297332 Far20 226612

(4| 69885 1728 4345 75956 2450 73508 292791 71415 21378
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TABLE 11: RESERVE BANK NOTES ISSUED IN PRIMARY MARKET

Amount Issued Weighted Notes
Date Period of Date of {Million Vatu) AverageYield Outstanding
of Issue Original Maturity Maturity fved A pt of A pted {Million Yatu) 17
Tenders
14,/09/05 14 days 28/09/05 45 Q o
28 days 12/10/05 <0 8] =
63 days 16,/11,/05 35 35 2.30
21 days 14,/12/05 =20 30 2.20
Total 150 55
27/09,/05 14 days 12/10/05 25 25 4.00
22 days 26/10/05 25 25 .00
G2 days 201105 25 25 2.85
21 days 28/12/05 25 25 .85
Total 100 100 S50.0
151205 14 days
28 days
632 days
91 days
Total 8] Q
12/10/2005 14 days 26/10/05 B = Q o
22 days 09/11/05 <10 Q o
G2 days 14,/12/05 70 25 .00
21 days 11/01/06 &0 30 4.00
Total 215 55

f
w

in
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TABLE 12: COMMERCIAL BANKS' LIQUIDITY

Liguid Assets Statutory Reserve RBY Total
Vault Deposits Total Deposits Notes
End of Cash with RBY {SRD)
Period (Excess Reserves)
(1+2) (3+4+5)
] @) @ @ ) ®)

2002 3573 8173 11748 1,388 1 3239 28866
2003 4502 Tr24 12232 1,497 .0 291 221932
2004 477 A TS 11209 16241 10888 BE7ES
2004
2004 1744 jeisic g 5381 1,042.0 1975 1. 7846
2004 1682 1,046 .1 12143 1,045 6 1486 24085
2004 2218 2989 11207 10533 2430 24220
2004 2761 14827 14688 10786 Z600 2,887 4
2004
2004
2004 2268 2998 11264 11172 3500 2,5042
2004 2148 a7e4 1,1920 11160 fergeyel 26219
2004 2775 2325 1,2100 11473 Ta3.1 3,150.4
2004 297 .4 1,094 .4 1,391.8 11,1048 44632 29427
2004
2004
2004 2313 11318 13832 1.100.1 3974 2.380.7
2004 211 & 1,182 4 1,284 2 1,256 F SXEN =1TE A
2004 PE08 A&z 12128 14079 65a3 a.2an
2004 IETE w173 11742 1,299 .1 e 2,888 5
2004
2001
2004 2634 11145 1are.r 1.408.2 sl k-] F.080.F
2004 PRT D 1,072 4 1,22003 14162 PAT7 & RORE R
2004 140 2207 1 234 7 | dE05 847 1 5,042 1
2004 4602 7rad 2222 1.487.0 85.1 28152
2005 RAT A A4 1,511 7 1,&56 0 FAR 4 5 AG%
2004

Qtrl 3237 22050 1,503.1 2232 42550

LItr2 2k 1,4495.1 ICEat N

ez =208 gz b 1.6886.2 &2 26012

Qitrd 477 1 fozs 1,624.1 1,088.6 28738
2005

atrl 4080 1.007.7 141687 1.6688 8205 38060

Gitr2 3447 GOST G544 1.788.8 37835

[eli] 3188 sa916 12114 18705 36278

Qilr4 BE7 B 6241 12117 1.836.0 38321
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TABLE 13: INTERNATIONAL BANKS - BALANCE SHEET

TOTAL ASSETS
Thousands of US Dollars
2003 2004 2008
Qtrl 0tr2 Otr3 Otrd ot Otr2 O3 Qtrd Otrl 0Otr2 Qtr3 Qtrd
1 CASHITEMS 108,086 124,242 115582 86,004 102,174 100,058 102680 103,551 81803 78018 66921 58516
1.1 Gash 5312 5,328 5967 614 ag39 4,708 6,339 6238 2818 1549 454 737
1.2 Balances with and CDs issued by banks 65058  TO47S  BOG02 52,103 49852 40438 51128 46201 40388 32788 29857 30312
1.3 Gold and silver bullion 2 238 273 324 - - . - - - - -
1.4 Cash iterns in process of collection 36888 39190 39740 43063 42883 45915 46223 B2024 48590 44831 3BEI0 27T
2 MARKETABLE SECURITIES {up to 1 yr. Original Maturity) 824 883 127 1508 26 813 (11} L 454 462 811 §i8
2.1 Zone A: Other public sector 1% o4 G a5 - - - - -
2.2 Zone A Bank Securities 323 264 242 274 - - - s 5 5 = £
2.3 Other securities 365 605 93 1139 76 61z 664 m 454 462 817 518
3 LOANS AND ADVANCES 1302201 643830 632375 285280 276609 210,534 164,742 169682 126262 174128 136174 139,085
3.1 Public sector - - 6378 3,750 - - - - - - - -
32 Banks 1098808 384621 372086 133883 136713 168480 127866 13023 92286 146431 79808 11787
3.3 Other loans and advances 203393 289309 253902 147657 140896 41045 36886 39388 32957 27638 56566 21,158
4 INVESTMENTS (over 1 year original maturity for debt instrumenty 9546 13149 11413 10175 9,162 9353 10,187 8,965 4,159 4,063 4,051 4,063
4.1 Zone APublic Seclor & Bank Securities 1,761 1,249 1,064 1071 - - - - - - - -
42 Affiliated Institutions 3379 TM7 4605 4404 4824 3918 3920 1,780 1698 1567 1581 4018
4.3 Other securilies 2,443 2,242 4239 4,856 4,204 5390 68223 7141 2417 2452 2426 0
4.4 Other equities 1,963 2241 1506 44 44 44 44 44 44 44 44 44
§ OTHER ASSETS 21422 24733 12924 1810 161 82 114 101 84 184 158 148
5.1 Equipment and other ficed assets (net of accumulated depreciation) 405 kial 308 69 64 56 57 56 48 1 (1] 62
52 Accrued inlerest recievable 16462 20634 7559 141 15 20 28 28 14 114 2 63
£3 Otherassets 4585 3728 5059 1,700 82 17 29 19 32 B9 76 19
& TOTAL ASSETS 1442079 807,017 773570 394977 388,832 320690 278397 283,010 221,762 257856 207821 2023
TOTAL LIABILITIES
THIgieE WU Lok
2005 004 Puy]
Ljri Cig i3 G iri e ant Tird Obd e i e
1 BEPREITS iARE MLETE AN RN TS5 IRLE ST TS
FEEIG - & 5 o
IERARS A
14 il i ian TGS 0eE  #TTsR VR
15 Nogolickla carlicates oidoposic - - - - - - - - -
1 Ot - - - - - - - -
2 TEFUS DPT &R CTHER WO FEROWINGE AR A WH WA AT MTD OTEFR O JEAET GRER
S0 Lnsaums e finied dsi (oo b yaans pdgnal ier mahady) 150 8 8 = = =
22 Dther niotes 2nd hamis A4 - - B - - - S 8
22 Ohar borwedngs froluding [xdns, Jerirats. sornmenial pagas) ey B 4 A0 204N 2l Zaw TR 2es B4
T AUCRUED LIABILITIES s T B Y pUs [ n # (11 15 b L]
2.1 Sozwiod inerst parably 1125 724 O &5 o) 18 7 % 2 i1d 2 B
32 Ohidend paebie 3 - - - 000 - - - - - - 5
53 Ulhar s swpamse i &7 2(¢ e d =3 L2l B 5 2 2 i
4 OTHER LIAEILITIES AT AR 3R 1408 %3 BEE ™ 18% Gd Ericd a8 o
§ LDSE RESERYES WG xEM ai i 102 a0 480 A0 Fad e Tk L1
5.1 Gengral lnan lees ressraes - 38 1880 1529 1880 am 40 4D 43 Ll gy i
£2 Oher ks resaves i) 22 = 251 4 - - - = 243 5 €a7
& TOEL LIABL TS TADAR  FSIR TTREE RS4IRN B KE  SMEER IR BN WRATT  26ATAH TBEE0L TS
7 SHARFHOLBERS ROOTY RGN0  ARATE WM RIRZE AR5 WS WA aau A4 IRTR RRT 1A
T smued o AL peld I Comn S0tk (T par o aormingl el TARR AWM 8RR EE R TUER Asy as SR AW BT BRM
72 bdlitiors] paidup sepllal in mecees of par o nomine| velug 1754 g 1408 1552 24 2 234 24 &4 24d FAES 165
7 3 ngpprnprleted retabed eamiys THe mEe EAe g AT arai arms BEXT 3757 =t BEET 2045
T Cuenrlyeads nalincom 5] Rl 258 EaT 1683 TEF e 187 i i 74 £i8
7 Panphuedl ookt tuce sod Ul pad up pratience ahues 28T 2R aie Exe . . . E - -
8 TOTEL SHAREHALIERS ERVITY B0 DOATE MTRE FONER I KM a1 19488 132w 12317 1ESE
& TOTEL LIACILITIES SN 3HAREHOLDERS EQLITY iMEOTY BDTIMT TISATT WANST MBI JWNG0 D SEND oMW H%E0 207EH @I
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TABLE 14: DOMESTIC BANKS

CONSOLIDATED CAPITAL - 1/

Thousands of Vahs

2003 2004 2005
2001 2002 003 Qtrl 2 a3 frd ot a2 i3 Qtrd il Qtr2 Qtr3 Qtrd
TIER 1
Paidup capital S05664 905661 SE2O00 Q01684 83000 86BRO00  E62000 BE3M00 BGR000  BGADCO 60000 61,000 862,000 862,000 863000

Disclosed reserves & refained eamings

A 1257081 2710702 1,846,972

183 1877577 2710702 2TImAN 74N 27E2418 BTR4SEI IOTTEEY  2ETTESE 1838277 2EESI4E
Other 12s 250000 79431 #2000 259,000 A0 TIE000 (4E000 303000 S90000 26000 1206000 35E000
Less goodwil efc
TOTAL TIER 1 CAPITAL 2481001 234578 383 322087 3347823 3586517 3832 4080411 4326489 4ETIA1E 4847961 4537863 4364863 3984217 4106145
TIER2

Aaset revaluation resenes
(1) Premises. e

General prodsiars for doubtul debts

:E;?:IE 8 ST;' ||0,45; |DZ,QG§ |ZE‘|467 |EI‘\,ZEI‘V ||D$5; |H_2~l§ 112297 |E.'HG% 15&185’ 1SF,EIE(=: |7§_3§’,; ‘FSfEé 184,5\4;
Temmsubordinated debt et
- Gross
- Eligible
TOTAL TIER2 CAPMTAL 138366 81912 110451 103988 108,145 104,201 10451 111249 112207 163437 168,185 168,069 175392 178633 184517
TOTALTIER 1 & TIER 2 2800457 2437688 3842153 3332085 3456868 3496778 3842153 4201660 4438706 4B3BE LU 4706952 4540260 4472810 429062
Less holdings of other banks capial instrumerts
CAPITAL BASE 2600457 2437488 3842183 3332065 3456968 3606778 3842133 4201660 4438706 483855 SN7Md6r 4705852 4540250 4472810 4200862
Total iskweighted asses 9304000 TANPER  990ITET  B206ETT  GETONE G106+  900NFET  0DOTERY 10F48422 M2E0SR0 M4ER0348  MB24N01 6308273 1GEM98E  1BOTII2E
¥ Bsasluaing Sicchas o fomigh tank
AFIETI DUALITY
Thucrants ol ¥eds
[ ] 0 B W
Sl ik L3 Lol T i aird W L L ] Rl i i T
1 Reci iy
Rt FANZE DARRN ULMREE  USEAM THESN 14N MUREE  MALTR GEEWE DOUS BEDET WeRs ik 4RME 1AM
g PSR UFWER ERUA GREE AT (RSN LRNA MMAC RIBR RO b BEIE mpE s winR
Timaith ] I HRAF MG IR AR TioER W lrEase 1IRETRE RRAPRAR ATXEM DMAE FIOFE RATEY RMTIER BETME
Liwgll) e WSS TR0 duE o WEER RN mEW it b s s e =R
Tl Fenctieny smsrl R G BRI WEIHE LS IS MM MEMH WOMMG BANMaM RN BRI EMIAR  RARER
Tl s vtz ety 41 AGEMREE IBRRIEGS WD MIMMAT IBRHES0R MTIENM4 CAWTET  JRITEER AR Wi IWMEE ML IEATAT AT RWEE
Reastusded feriz BE e [Lach: 2SN F: SR S E e B2 AT ST e Az A R ke Bz
Bansoar s L= 33 HHD0 BADD TERREE SEMR RAEN IEIRE 1SR AR RBALITE A RMRHED BAE RAMED MR AR
3 Pravisienimg
Pl e BiE0 AN ER Em0n S A sMpE B I s A ROEM
Proioms (g A TR0 EiE=] 29 YRk B B e B2 L2 -8 LA E] wue e A
Bapowi L7 EE BARRE  A0FENMT SFEAS BAREN  RSM4EEF  TOTELNT  INSER  WARHE WENTE M7EMn TR MMAOM  (138EN 123870

7+ Tiriuding Lranrfise ot rrain biarks
. lipeliad asel,
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TABLE 15: DOMESTIC BANKING INDUSTRY

The Core set of Financial soundness Indicators (%)

2003 2004 2005
2001 2002 2003 il Qir Qb3 oird atrt a2 Q3 ard Ot 0t o3 atd

Depaosit-taking instruments
1 Capital adequacy

Regulatory capital b risk - weighted assefs 1/ n2 28 HBE 40 39 403 8 20 M7 w7 3490 8 27 »7 %7

Requlaiory Tier 1 Capifal fo risk-weighted assels 1/ 03 36 387 BI 386 332 87 408 408 325 338r 308 285 256 256
2 Asset quality

Manpedarming loars net of prowisions fo capital 83 17 195 122 108 204 195 192 565 540 04 356 508 544 83

Nonpedarming loars 1 total gross loans 38 39 34 [ik:3 63 82 84 24 181 185 133 131 151 151 195
3 Earnings and profitability

Refum on assets 07 11 08 14 17 08 08 08 08 08 039 04 09 10 10

Refurn on equity 44 60 77 74 70 62 7 73 70 7 72 77 L1 95 1ol

inferest margin to gross moome 30 g 618 847 66.4 648 619 674 642 612 626 659 644 641 675

Noninerest experses b gross incame: 3 341 82 R2 ns 28 %2 3 B2 389 356 300 307 313 204
4 Liguidity

Liquid asseks to total assels 219 219 181 54 35 12 181 179 198 214 24 21 188 175 72

11 Excluding branches of foreign banks

- Rexised
PROFIT
TiuisEenis o
Fi an S
] 0 U] L7} B 5.3 W Tl Gt ] e wn Wil Lz i
1 lnoams
Wit b Lol e erE WRIE GNGE GmRE BN TEG TRE3 TERR O TEOR SN HTAR WiED
iz licane SR M HMFE TR WIER NS 44Sm ESIN B3R MBI DRSO Re A ATEm
Taidl Gyemcing lnoame GEAR  DWEST UMEAM UANLEET JBPETEE  (RGAE 10WSE MR JMEME  L8RATY O IMAMG TR LRI (RIS 1A85E
5 Byjriisini
iteiead Eoepeot W RS MR BEME WM WIE AR MINE Xead sieAn tliR BRI WEN BN BT
Opoiafing S et Sl e st  rovis] o chages) E BII OWTE FEEL  M3AM LIRS AE BOTH WE0E SMER 43I WO BETH D80E ATES
Tt Operrding xpewiny IR eI HAEY AN EREDE GRS AT DTRON SR GIPH RMERE 4NEN TRBY mEmy Biige
i e L B MR amY aps GTRNEE MBS BWIRT 4R BOEW R uRNT M JESW MMM WIS
# Brefiond Lovs Sskanosl
sl Rl lrefoon s vttt & poovisdors LEAR WER ABOR IWNT  GMIR MRER HUIE SRR M2 ABER 43I0 JRAPR ESSY BANG SR
Frowisines WER ORI OWIE M WS EER R SEFT PARC- . <t 2 ) B W £yl B
Exfiendrowy Bers - - - 2B - - - - - - - - -
B2 il off BB ai 4410 B BmEME 4w TR 5l 128 - A & aEm
Ea o furhand S c S S S S - - - - - - -
Ked Dyaifing Fiafr EEED HRMR A dgdy BEER SN BUAM SRR PMBR W B¢ BIER RM# HLAR BOHD
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TABLE 16: VANUATU GOVERNMENT FISCAL OPERATIONS

(Milions of Vati)
ITEMS 2004 2005
2000 2001 2002 2003 2004 2005 Qfrt Otz Qir3 Otrd Qtrt o2 Qir3 Ofr 4
REVENUE AND GRANTS 74231 7362 72683 70617 8129.7 87958 19770 19034 20396  2210.0 24207 22272 20082 2139.7
Domesfic Revenue 70229 66820 65304 66303 74449 82135 16687 17197 19503 10062 2696 19777 19547 20215
Tax Revenue 59014 57930 58455 60246 G616 73428 17395 15045 16481 17295 21108 17397 16681 18242
Mon Tax Revenue 125 899 6348 @557 3233 807 1292 2152 3022 176.7 1483 2380 2866 1973
Sales of fixed capital assets 216 123 0.0 00 0.0 00 0.0 00 00 00 00 00 0.0 00
Granis from abroad 377E E700 7278 3814 6343 5823 108.3 1834 893 303.8 161.1 2495 535 182
EXPENDITURE AND NET LENDING 9773.0 86126 79586 76824 7685.8 7964.2 1769.2 18722 20129 20315 18310 17401 20462 23469
Recurrent Expenditure 71878 71986 72365 72397 72725 75026 16778 17318 18909 19720 1668.6 16862 18052 22726
Lending minus repayments 00 00 0.0 00 00 00 0.0 00 00 0.0 0.0 00 0.0 00
MNon-recurent transfer to Gov. bodies 50D 2250 0.0 00 00 00 0.0 0o 0.0 00 00 00 0.0 0o
Development Expenditure 25052 11830 7221 4427 4133 4616 914 1404 1220 595 162.4 839 141.0 743
DEFICIT/SURPLUS -23499 12474 -100.3 $20.7 4439 8316 2018 309 26.7 178.6 689.7 48741 -38.0 2072
Source : Depariment of Finance
(Millions of Wall)
2004 2005
ITEMS 2000 2001 2002 2003 2004 2005 [iig} Otr2 Qtr3 Qtrd atrl Qtr2 Qtr3 Ofrd
TOTAL REVENUE AND GRANTS 74234 7366.0 7308.0 70617 8129.7 87968 1977.0 18031 203946  2210.0 24207 22272 20082 2139.7
Total Recurrent Revenue 70239 66B3.7 65656 66803 74449 82135 18687 17197 18503  1906.2 22596 19777 19547 20215
Tax Revenue 50014 67939 5/733 60246 66216 73428 17395 15045 16481 17295 21108 17397 16681 18242
Taxes on Use of Goods 34410 3434 34425 36663 39954 47764 1220 8667 10234 983.3 16144 10716 10879 11025
Walue Added Tax 24664 23682 22367 23668 24763 28134 5783 5785 6437 674.8 639.9 6857 123.2 7646
Business Licenses 1357 1M1 1414 1246 1500 2806 9.9 9.4 46.0 2.7 258.9 13.2 16.7 18
Turnover Tax 4.6 431 170 ara 1228 1483 98.3 59 99 87 103.0 8.4 267 102
Other 7963 9010 9474 10870 12473 15261 3636 2729 3238 2071 512.6 366.3 3213 3269
Tax on Intermational Trade 23845 22018 20799 22835 26196 24120 £91.4 6051 597.3 725.8 551.3 626.6 544.1 6900
Import duties 23842 22679 22793 20834 25196 24120 5914 6051 5973 725.8 551.3 626.6 5441 690
Export duties 03 39 06 0.1 00 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 00
Other laxes 759 887 509 748 1066 1544 261 327 274 204 45,1 41.5 36,1 37
Non Tax Revenue 1122.5 8896 7923 6857 8233 8707 129.2 216.2 302.2 176.7 148.8 238.0 286.6 1913
Property income: of which 6333 LIER 3817 2394 3234 3169 T4 67.5 1933 55.2 17.6 106.3 159.5 335
Dividents 4020 2462 1888 1013 1332 2080 50 201 0.0 131 180 89,5 40,1 244
Other 2313 1719 20341 1381 1802 87.9 24 474 1033 371 28 6.8 69,4 a1
Administrative fees & Charges 4737 4474 3868 3784 4677 B27 A4 1094 1401 1023 158 1264 1236 189 1676
Other 165 243 14.0 36.9 322 26.4 12.4 76 66 5.8 43 82 7.2 62
216 12.3 2241 0.0 00 0.0

Grants from abroad 37 670.0 7203 3314 6848 B8R3 1083 1834 393 303.8 181.1 2485 535 g2

Source : Department of Finance
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TABLE 18: GOVERNMENT EXPENDITURE CLASSIFIED BY MAJOR CATEGORY

{Millors of v
[TEMS 2004 2005

2000 2001 2002 2003 2004 2005 Qtrd (0174 [0)i4] (0frd 0| a2 a3 (trd

TOTAL EXPENDITURE (o730 BH126 7OEBS 7824 TGEAS 79B42 M9 18722 2029 M3E IS0 1AM N42 14N

Total Recument Expenditure 7978 71986 72365 7207 7225 THR6 16778 17318 18909 19720 16636 16562 19052 22726

Goods and services: ofwhich 56583 55924 58343 56833 55R09 5429 13008 13386 14558 14857 12654 13585 15169 18021

Salaries & Wages | 37472 37344 20201 40722 40538 4221 9403 9604 10829 11002 021 9845 11348 12007

Interest payments X0 /4T 387 M2 WT MU0 A3 474 894 1151 1219 482 770 018

Domestic 100 29" 277 1%4 W2 D2 WE 30 595 %0 %6 HE 636 714

Extamal $0 085 010 1128 W5 T8E X5 164 29 2041 %63 136 74 056

Subsidies and fansters: of which | 9710 11410 10040 11181 11631 8833 2472 3125 3143 2891 273 AR M7 272

Provinces 2104 1993 2027 2068 1971 2005 489 493 535 454 3 474 56.4 519

Acquisition of fixed capital assets| 3015 1838 795 859 1893 274 125 33 34 821 540 674 646 1414

Lending minus repayments 00 00 00 00 00 00 00 00 00 00 00 00 0

Nor-recurtent fransfers o Gov bodies 500 250 4583 00 00 00 00 00 00 00 00 00 00 0

Total Development Expenditurs 6202 11890 721 427 433 4616 914 1404 120 595 1624 839 1410 743

Source : Departrient of Finance
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TABLE 19: VANUATU GOVERNMENT BONDS OUTSTANDING
{Thousands of Watu)
BOND HOLDERS
Period
Ended Reserve Bank Commercial (1) Fublic Others Total
of Yanuaty Banks Corpaoration Outstanding

1997 347,500 473,300 1,242,000 27,200 2,156,500
1998 1,027,500 1,081,400 320,000 21,600 2,460,500
1999 1,027,500 =50,400 380,000 2,200 2,406,200
2000 345,500 1,087,400 490,000 2,200 2,431,200
2001 805,500 263,400 836,100 6,200 2,561,200
2002 902,200 816,000 1,386,100 3,100 3,107,400
2003 902,500 773,000 1,581,100 2,500 3,259,100
2004 862,500 813,000 1,581,100 2,500 3,259,100
2005 862,500 838,000 1,400,000 2,500 3,103,000
2001 Oir 805,500 1,163,400 455,000 7,300 2,431,200
Qe 805,500 913,400 455,000 7,300 2,181,200

L3 805,500 BR3,400 S08,100 B,200 2,181,200

Ctrd 805,500 BR3,400 B56,100 B,200 2,561,200

2002  Oir 802,500 776,800 1,088,100 3,800 2,865,200
L2 802,500 1,064,800 1,088,100 3,800 2,857,200

L3 a0z, 200 BR5, 800 1,120,000 3,100 2,891,100

Ctrd a0z, 200 816,000 1,386,100 3,100 3,107,400

2003 Oir a0z, 200 262,000 1,386,100 3,100 3,158,400
L2 FO2,200 1,003,000 1,451,100 3,100 3,158,400

Q3 902,500 773,000 1,481,100 2,500 3,159,100

Ctrd a0z, 500 £73,000 1,681,100 2,500 3,255,100

2004  Oir 862,500 813,000 1,581,100 2,500 3,259,100
L2 BE2,500 £13,000 1,681,100 2,500 3,258,100

Q3 862,500 813,000 1,581,100 2,500 3,259,100

Ctrd BE2,500 813,000 1,681,100 2,500 3,255,100

2005  Oir 862,500 813,000 1,544,100 2,500 3,219,100
L2 BE2,500 838,000 1,516,100 2,500 3,215,100

L3 862,500 238,000 1,516,100 2,500 3,215,100

Ctrd 862,500 538,000 1,400,000 2,500 3,103,000
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TABLE 20: EXCHANGE RATES: VATU PER UNIT OF FOREIGN CURRENCIES

Period End of Period Rates Averages
(riMith) Australian s ECL f Euro Paund Japanese Australian us
Diollar Diollar Sterling Yen Diofiar Diallar
2002 7580 139.00 13134 209.47 1.1158 7568 13912
January 7482 147.24 126.92 208.39 11082 75.07 145.18
February 7531 14576 12623 207 11 1 0848 7499 146.19
March 7585 143.58 12533 20457 1.0817 7558 144.07
April 7602 140.98 127.44 20672 11010 76.12 142,10
Mary 7708 136.73 12817 200.45 1.1080 76.60 138.99
June 761 134.90 133.31 206.31 14275 7703 134.40
July 7502 137.90 13557 216.93 1.1468 7560 135.95
August 7575 137.10 135.00 212.37 1.1694 75.07 138.52
September 7510 138.18 13557 21622 11265 75.40 137.72
October 7558 136.62 134.44 212.80 11114 7542 137.10
Novemnber 7556 135.79 134.46 210,09 1.1099 7578 134.99
December 7521 133.17 139,66 21368 1.1239 7552 13417
2003
January 7623 128.09 138.70 21385 1.0847 76.05 130,55
February 7710 127 41 137.00 201.33 1.0834 76.47 128.74
March 7687 128.18 138.40 201.86 106928 76.85 127.78
April 7828 125.80 139.34 20060 1.0500 7756 127.37
My 7915 121.33 144,42 200,74 1.0285 79.25 122.46
June 3035 120.45 137.78 193.60 1.0067 80.04 120.56
July 7943 121.63 138.25 196.66 1.0118 79.97 120,68
August 7894 123.20 134.11 194.46 1.0498 79.46 121.94
September 3082 119.18 13819 198.58 1.0756 80.04 121.09
October 8153 116.51 13555 197 60 1.0730 8153 117.50
Novemnber 8239 114.04 13579 195 40 1.0444 82.43 11523
December 8373 111.81 140.31 196.76 1.0442 83.04 112.52
2004
January 8336 108.57 13595 196.97 1.0343 8435 108.65
February 8371 108.55 134.95 202.09 0.9804 24.14 108.30
March 8379 111.19 135.30 203.08 1.0820 83.29 110,98
April 8226 114.01 136.43 202.23 1.0364 8358 112.24
May 3174 114.36 140.08 200.84 1.0361 81.36 115.30
June 3036 116.34 140,58 210.23 1.0743 80.64 115.98
July 3096 1575 130,48 21115 1.0360 8157 13.81
August 8083 115.28 13898 207 02 10488 8115 114.31
September 8115 13.21 138,62 20377 1.0211 80.50 114.60
October 8240 110.41 140.74 202.05 1.0387 81.78 111.58
MNovemnber 3385 108.79 141.74 202.13 1.0380 83.33 108.37
December 3308 108.53 145.34 205.30 1.0328 8258 107.62
2005
January 8339 107.72 140.40 203.32 1.0408 8233 108.19
February 3380 106.50 141.07 204.36 1.0122 8377 107.28
March 3331 108.09 139,69 203.14 1.0057 8367 106.42
April 33582 107.30 138.38 204.59 1.0111 8327 107.68
Tz 8304 104.18 13618 196.09 10111 83.05 108.50
June 33868 109.74 13252 198.34 0.9340 83.72 109.25
July 3368 110.48 132.71 191.45 09813 83.34 110.89
August 3283 110.61 13519 197 58 0.9045 83.46 109.67
September 3367 110.14 13258 194.03 0.9740 8366 108.36

Mate: ‘hith effect from September 1581 e vatu was linked to the special drawing rights (3DR) at a rate of SORA =106 20, This rate was revised fo SDR1 =
WHOOE0 with effiect from barch 12, 1984, 1o SDR 1 = V0.0 from April 1, 1985 0 SDR1 =22 0 from February
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Table 21: SUMMARY OF BALANCE OF PAYMENTS
estimate

# 2004 2005 Q105 Q204r Q3035 Q4035

CURRENT ACCOUNT (2,702) 3,193) (325) (1,317 {683) (1,868)

A Trade Balance 8291 (10,166) (1,928) (2,876) (2,329) (3.037)

Export (foh) 4,264 4,154 1,013 927 1,118 1,096

Imports (fob) 12,554 14,320 2,841 3,203 3,443 4133

B. Services 8,746 6,357 1684 1316 1811 1546

Senices Credit 12,709 14,178 3,429 3371 3,863 3515

L Serices Dehbit 6,963 7821 1,745 2055 2052 1,969

C. Income (1,764) 2.475) 467 526 £32 -740

Income Credit 3,038 3,132 672 78z 825 853

Incorne dehit 4,802 8,607 1,239 1,308 1,457 1603

D. Currenttransfers 1,607 2,09 486 769 463 373

Currenttransfer cr. 2,726 2,864 774 910 602 578

Current transfer dr. 1,119 173 288 141 139 205

Capital & Financial Account 2175 4,440 452 1,140 1,113 1,685

E. Capital Azcount (351) " -33 85 80 -139

Capital account cr. 1,409 1478 374 328 436 275

C  Capital account dr. 1,760 1,669 412 413 416 414

F. Financial Account 2,526 4617 485 1,275 1,033 1,824

Direct Investrnent Abroad 85 B84 21 21 21 21

Direct investrment in Yanuatu 1,989 1,463 240 389 44 790

Porfolio Investrment Assets 23 119 16 E8 46 =)

Porfolio Investment Liabilities Fii] (359) 29 0 0 B

Other Investment Assets (150) 5,193 2,084 169 1,960 920

Other Investment Liahilities 2,340 821) (1,595) 1,056 (646) 364

Resere Assets {1,662) 882) (210} {260) (258) (254)

et errars and omissions 527 247) (127) 127 [430) 183
Memorandum items:

Gross Official reseries 6,615 1,596 e 7084 7342 7hE0

MNetResenves (Valu) 6,018 6,988 6225 6483 6738 688

NetResenves (USD) 53.7 §3.8 58.0 59.0 61.3 62.8

Exchange rale (WTAUSD) end period average 112.00 109 107 40 1098 10 1113

Profected monihiy import cover 5.5 58 57 54 56 58

t Means Revised
1 Means Provisional
* statistics of a few companies
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Table22: DOMESTIC EXPORTSBY COUNTRY OF DESTINATION

(Millions of vatu)

Period EEC Japan  Australia South New New  Bangladesh Singapore Other  Others Total
(Yriotr) |Countries Korea  Zealand Caledonia MSG
2001 197 or 525 38 &8 124 185 bl 2767
2002 2248 27 g1 4 72 &2 104 877 2128
2003 254 168 356 3 20 168 500 692 1,709
2004 1,214 184 ker 3 45 124 ] 74 225 207 2,705
2001 187 272 525 38 a3 124 185 ] ol ettt 2,267
Qi 37 0 102 12 22 24 28 145 420
otz &0 124 104 1 15 k1l ] 188 532
Oz 34 60 70 14 e 28 44 245 528
Citrd 51 47 238 o &2 38 112 231 TaT
2002 229 207 621 4 i 152 104 0 ] 677 2128
2ir ] H T 4 7 24 2 Ta 228
2 52 a0 259 0 23 28 0 173 BG5S
Ohz|  BaTE 44 47 10667 0.0 31.47 3864 ] 2383 520
Citrd 104 1 143 0 1 10 102 186 13
2003
Citrd 136 3 114 z 7 32 45 74 443
otz 44 62 135 4 7 38 5 27 614
[Wlis 2 [543 a8 0 & ] 0 2 471
Citrd 2 [ 14 o 1 1 ] 141 170
2004 1214 154 37 3 4G 124 ] Ta 225 BT 2705
itrt 171 49 120 3 9 14 0 3049 675
otz 487 4 a2 o 7 ] ] 17 88 118 73
3 34 44 59 0 ] 26 0 ] ol 167 £10
Otrd 242 50 st o a0 45 ] 62 137 213 647
2005
Otr 239 13 121 o El 34 ] ] £5 191 672
Otr2 284 49 2 0 14 55 0 ] 125 72 o7
Q3 282 42 a7 o 7 S0 ] ] 210 140 220
Percentage share of export by Country
2001 &2 12.0 232 17 34 55 a2 ] 10010
2002 10.8 10.7 242 0z 34 Rl 44 Ha 100100
2003 15.2 a3 208 0.4 12 9.2 24 405 10010
2004 448 [k 121 0.1 17 46 0.0 24 2.3 288 10010

Souree: Vanuaty Statistics Office
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Table23: IMPORTS CLEARED FOR HOME CONSUMPTION BY
COUNTRY OF CONSIGNMENT

(Millions of Watu)

Period Hew New
(YrQt) Australia Zealand Japan France Fiji Caledonia Hong Kong  Singapore Others Total
2001 6,570 2,469 617 0 1,047 300 209 701 2221 14,306
2002 4,907 2,153 477 654 959 307 171 802 1352 12235
2003 5,142 2,054 574 608 1,081 24 235 861 1274 12571
2004 6,022 1,845 615 557 1,214 186 259 884 1882 140067
2001 8570 2,469 617 1,047 300 209 701 2,221 14806
Ot 1,318 358 54 107 43 30 "7 2T 2435
Ot2| 1,485 587 135 197 3w 51 124 533 3312
Oh3| 2283 az4 270 230 127 =2 274 835 5,282
Cird| 1534 510 148 463 38 63 186 576 3077
2002 4,907 2,153 477 654 959 307 171 802 1352 12235
Ctrd R 423 2% A A 1 49 2r 12 15 2,382
2| 1,381 559 137 114 283 125 37 202 332 3.254
3| 1,314 601 135 133 272 58 19 24 522 3,209
Otred| 1,342 565 13 e 223 i 33 263 483 3,389
2003 5142 2,054 574 606 1,081 241 235 861 1274 12571
Gt 1,10 443 124 232 233 s 23 220 154 2,344
Oir2 995 430 165 123 223 55 58 164 322 2,658
O3] 1578 740 169 133 290 44 £3 267 278 3693
Oted| 1,462 44 e g 315 B a5 210 522 3,376
2004 6,022 1,845 615 557 1214 186 259 484 1882 14067
Otrl| 1,238 434 153 184 134 59 4 180 397 2992
2| 1,539 473 160 108 317 36 43 241 432 3510
O3] 1,445 414 183 131 3681 46 59 251 424 3,450
Oted| 1,802 514 114 166 382 45 110 212 629 4,115
2005
Q| 1,198 534 50 143 259 33 37 381 428 3,310
Q2| 1,750 545 2 130 330 71 95 287 1038 4,334
Oh3| 1,247 &0 &1 134 268 42 1 147 1279 3813
Percentage share of imporf
2001 44.4 16.7 42 00 74 20 14 47 150 1000
2002 401 176 39 50 T8 25 14 49 110 1000
2003 409 16.3 46 48 34 19 19 63 101 1000
2004 423 131 44 40 88 13 18 63 134 1000
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TABLE 24: FINANCE CENTRE INSTITUTIONS: LOCAL EXPENDITURE, VALUE-ADDED,
EMPLOYMENT AND TOTAL ASSETS

{In Theusands of Vah)
RECURRENT EXPENDITURE TAXES AND LEVIES TOTAL LOCAL EMPLOYMENT (No.)
INSTITUTIONS ol Local Tokal Ni.Varahy Rent Interest  Tokal Ofher Carlral Imporl Lozl CAPITAL VALUE OF Expal  NiVan. TOTAL
Expendiue  Wages&  Wages & Recunent TOTAL Government Dufies Govemmant TOTAL EXPENDITURE TOTAL ASSETS
B+2+13)  Salanes  Salaies 45 Expendiwe  (5+7) Foos Reverue  [EHDH) 1N VARUATU (15416)
U] @ £ Gia L] &) 2] 1] ] £ [0 (1) (12) IE] 4 {15) (1) (n
Banks
201 O 32008 13,244 W e AT 0 13081 145498 276,439 5290 160 3558 10,426 36,028 30,374 663 20 23 33
2002 O 462.242 126,807 M0 e 2TEEr 0 16027 WEEAT 3BTH 207 ¢ B r 88z 28130 e L0258 %Br 3041 B
003 O 445,565 101,344 TOE & T2 0 11850 TEXE  3WBIE 17588 578 955 18,117 2832 39,638,289 0 pail e
24 o 432,739 147,983 15411 e 2232 0 i pivi: e 244 o 194 31,58 797 48,740,643 % 308 k<)
am BB TR 91,79 ¢ 20100 [ 8628 34013 09 g - .3 11641 £7,775,242 2 ol 32
ot MY 1455 8932 e 277 0 135286 127615 22901 3% 1146 1409 240 90,187 £2464,419 3% 275 Mm%
Qi 432,50 13573 3587 & 20882 0 134588 25312 349867 30665 81 g 31624 51,019 42,265,337 T i bv)
2005 Ol 431,035 4727 80487 ¢ WATE 0 14p500 197510 33410 e 1,88 s 38,775 6,850 £2.40,002 A =8 3
Q2 9,159 122,208 B e A2 0 145855 130814 277469 3878 8 28 3,508 81,007 45,902,343 b1 20 2
Qir3 396,257 REL R e A 0 1470 46 286414 »ne 1,48 125 34,9 104,858 45,789,969 ] 29 2
i AT 15 9T & 2 0 47 144346 291517 BB 875 7 676 84784 5,434,935 % 28 @
Tust & Insurance Companies
01 O 120,775 28,971 1E e 212 3 31086 2408 354 2537 0 =® 2625 84646 707 670 9 5 62
002 Ot 172,872 413 %40 e 4R 3 45 967 LR36r 9158 3088 ¢ 0 1881 3244 Echiey Ti348 1 e B0r n
2003 O 7588 250 18483 & 2408 i) 3,108 3404 65,203 2754 12 a8 2851 3534 775,468 12 o6 %
204 O 76243 31725 19088 ¢ 176 k) BEM 34508 88309 3517 @ 138 33 410 208,487 18 L] 8
Q2 160,584 £2.9% M e 420 3 67,250 81,903 139,163 258 % 158 28% 850 1,199,352 13 % 8
Qir3 167,573 80,801 £ e AITE 4 /07 7,162 156,179 42 1 2 a2 (AL 1,194,450 12 I %€
Qi 127,282 .28 BIN e A0 il 52137 B4,180 16317 5,106 0 2 519 6721 1,218,974 12 s 8
2005 Gt 191,32 2,88 B8 e 506 M e 00053 173706 3527 0 k3 3605 8,014 1,792,108 1 112 12
[} 26,268 66,350 w6 e 5564 3 0% 1 7 2,100 0 i 2187 789 1,277,166 2 13 125
i) 22,18 66,414 HMMe e B2 3 7195 azar HAnz 214 £ i 2,28 5,750 1,168,038 12 ik} 125
Qi z.521 .2 274 e 5580 3 6857 21334 20021 153 4 ] 1572 EXE: 1,220,240 13 13 126
Accounting Firms
a0 123,966 85,675 7% e &3 1,861 Lchars 2 116,028 5342 7 o8 5675 2,362 B o T %
a4 118,088 88,842 1580 ¢ G20 1,928 7,080 13788 110,828 5455 7 28 5663 2,550 HETH b ] 100
a4 124,534 86,759 e 618 2474 &4 21,08 116,459 5554 7 26 5787 2,28 427,346 0 ] N
& ] LE S e ke 4 u i s i & L] B
Tad has EE - T L - ] L] T ] L] -] il e
e ol LR - R - T L] L] ] LAl F- ] L] =
- AR BECe THE  2Em ATE R L] 11} i i3 5 1] L
= B L) EATs T TR k] &N T L] L) 15 Al il - | # i
e R L B . i e THT T L] e im Eiie & i i
o i L] B . LECI L] 1 T L] chirl ) 0 a ] T
o A T -1 A IS 3% T (] el 1} LT ] ] ] L
Ligal Mo’ st incbm
e o man MR T TR T RT - - wE GdE LE o [ nEe 15 ] ] o
o (-1 TR HEs 1 Az AT R A u ] 1} ™ o =1 ] M1 u
m o (1] nE EIms EIE 1B 36 nm 65 o a iro =P = " : ] '3
W i 1.0 Ebe e 13 0E B i R E b iH Tiies L] k] =
ol i LT U] ] e HEHE o a1 (1] LT iR TN i ] 8
] TIRE LT R LR W 0 L] o) L ] ] &
] i LT ] o | L1 o L TS ) b b : ] H
= e L Lo L - il 1R 5 ] : | u
e ] LR T EET R a ] - ] L] ] &®
] 5 LI ¥ ] B e i} & 2 ) w L
] ) ¥ oaN =L ) ] g ] ] B
ARAND TATAL
e R ELED MOl mE o {5 = T A 150 5 AT ] ] Ly
;e mEn M XHl 1 Inm Iz menm mam e 140 C Lk ] L] 4 1
PR T =8 - T, BT R ¥ ] L TE I Y] L] i 13 1] 05588 » ] ™
oo | Lok b 3] Lotc] k] 3 Free b kL ) LR & =k fle Lurd E an =
. | TR fox TR =i LT ] G R b T el B k2 L B
w | PR AT M el L M A Lok 15 Lok o) BN ) L B
@ | owse R R WM 1M T W T AT L= -1 s ™ 5 =2
m o [ mEEE T AT AN XS MM M =an M LG AT 1 CECE) -] = ]
oa | oanmr mims WE SN EELE HES AR 1154 = 14K HE im 0 1 o = w
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TABLE 25:TRENDS IN BUSINESS TURNOVER/FOREIGN EXCHANGE EARNINGS OF FINANCE CENTRE

INSTITUTIONS
(Millions of Vatu)
End Commercial Banks Trusinsur, Compz AccountingLeqal Gov. foreign Total — Tatal
of Eamings an Paymentson  Metforeign Gross  Met Gross  Met  exchange Gross  Netforeign
Perind Resident Mon  Tofel Resident MNon  Total exchange income foreign  income foreign  Receipls  Eamings exchange
ssels  Resident Liahilities Resident Eamings exchange exchangeram Excernpt Eamings
fesels  (142) Liahilties (@4+5)  (2-5) Eamings Eamings Instifufions  (3+8-+10) (7+9+11+412)

M & B @ 6 & » & @ g oy ) {3 {4

1897 6175 15346 21521 8310 464913655 10407 3470 1628 TE73 2278 1264 32564 1
1893 9073 16467 24845 &4t EE2AM383E 10043 M3M 0 2200 7E33 4T85 739 36309 1
1899 13848 15327 20175 6422 M4310865 11134 ToBA 1688 8487 M6 1602 45613 1
2000 W91 14475724466 9567 G966 1533 THOO 6704 2732 0636 1150 366 40806 14957
2001 13322 13522 26843 7160 563312843 78398 02 2128 8974 1033 3088 43518 1
2002 14030 10233 24263 5050 2853 7903 7380 12331 B3B0 7EEI M9 479 44483 1
2003 24902 10308 3211 816 65 Mes T4 &3 6006 P39 1274 2634 B3 1
2004 3363 1438 47701 14740 M11158BA 13027 4325 3290 7BEA 323 2477 59687 A07
2005 ME80  ATIBS B1825 12032 3B8E 16520 13577 10305 321 8203 3054 218 70334 2471

2003 Oil| 3080 2046 8006 1025 883 1908 2063 4540 3083 28B7  3MA 186 15104 7548
Q2| 5115 267 7382 1025 883 1908 1384 2185 533 2285 314 924 11862 3157
O3] 5506 3442 8848 3233 73 3964 2711 6881 1109 1481 33 245 11120 4378
Ord) %221 1654 10875 3233 668 3304 986 1366 371 1336 339 179 13637 1675

2004 Or1| 9228 1304 1082 3233 666 3000 136 1005 B37 2407 638 1M30 14444 3652
Q2 7437 3306 1203 B041 100 4941 3906 %80 930 2133 A 742 14408 6449
Q3| 8278 4049 12327 3233 04 3128 HMEZ 118 822 1683 785 268 151238 6029
Q4] 8570 4479 13043 3233 647 3380 3832 1222 951 1438 928 36 15709 5147

2005 01| 3048  HMOM 1247 3233 1224 MET O 277 298 E72 Mes T1& 1087 16813 5264
Q2] 9634 4500 13134 3233 213 346 4287 2781 992 2485 880 707 18400 6366
Q3] 8605 3932 12541 3233 2214 B47  (71& 2527 704 1668 936 146 16734 3404
Q4] 9371 4632 14003 3233 B3 370 4895 2799 853 1584 620 78 18387 G247

sources: Cammercial Banks, Trust Companies, Insurance Campanies, Accounting Firms and Legal Firms
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TABLE 26: SHIPPING REGISTRATION

Fresh Ship Ships Deregistered Number of Amount of Net
Periad Registration during the Ships on the Shipping Fees
During the Year Quarter Registry at end Collected by
Year! Quarter of the period WMSL
{atu in Millions)
2001 112 B4 528 2148
2002 119 132 515 2182
2003 107 59 E63 177 6
2004 120 93 540 142.0
2005 155 144 596 134.8
2002 Otrl 33 1 550 1816
Q2 29 B4 510 4.9
Q3 32 48 £33 16.2
Qtrd 25 43 515 15.5
2003  Otrl 23 12 526 113.0
Q2 35 14 E47 347
Q3 26 13 E60 1.4
Qtrd 23 20 E63 13.0
2004  (Oir 35 14 5ad 109.7
Otz 3 14 01 19.5
Qi3 27 41 5ar 14.3
Ctrd 27 24 530 -5
2005 (Qfrl 75 B3 Ba7 104.7
Q2 19 18 B01 20.8
Q3 30 30 B01 5.4
Ctrd 31 36 596 38

Source: Wanusty Mariime Services Limited
Mite: Shipping fees are calculted using the average WS$ exchange rates for the 3 morths in each quaner,
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Table 27: COMPANY REGISTRATION IN VANUATU

Part A: Number of Companies at the Registry at end of each Year/Quarter
Type of 2004 2005
Company End of 2001 2002 2003 2004 2005 irt Q2 oS Qtrd (Ctrl 2 [0l Otrd
Logal 1302 1,351 1303 1389 1,371 1320 1351 1342 1369 1402 1354 1364 1371
Exempt 174 186 192 129 118 148 141 132 129 130 123 122 116
Ovetseas % 26 24 25 o7 24 24 %5 25 % 2% o7 o7
International Companies 4156 4504 4310 4484 4625 4280 4327 4451 4484 4527 4561 4866 4625
Total: 5658 B0BF 5789  BO&Y 6139 5772 5843 5950 5487 5085 6064 6179 6,139
Of Which Hald Licenses as:
1) Exemnpt Banks 51 34 14 7 7 9 9 9 7 7 7 7 T
b} Exernpt Financial Institutions 2 0 2 2 1 2 2 2 2 2 2 2 1
¢ Insurance Companies 45 45 45 47 58 43 43 43 47 4 39 39 58
d) Trust Companies 13 10 11 10 10 11 11 10 10 10 11 11 10
PART B: Company Registration during individual Year/ Quarter
Type of 2004 2009
Company End of 2001 2002 2003 2004 2005 irt o2 Wi Otrd Qtrl 2 8l Otrd
1. Humber of Fresh Registrations

(Total ) 674 16 562 573 536 13 140 189 131 144 17 141 134
1) Local Companies i1 74 i 141 177 29 35 ] 3 46 32 4 58
b} Overseas Companies 1 1 0 1 2 0 0 0 1 1 0 1 0
c) Exempt Companies 5 9 & 7 3 2 0 1 4 1 2 0 0

of which: () Banks 0 2 0 0 0 0 0 0 0 0 0 0 0
d) International Companies 557 532 477 424 354 82 105 150 a7 98 33 9 6
2. Number of Struck off 195 876 847 665 254 123 7 78 385 14 94 7 119
{or othenwise deregistersd)
(Al categories )
3. Exempt Companies
converted to intemational 0 0 i} i} i} i} 1 1 i} i i} i} 0
companies

Source: Wanual Financial Services Commission
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TABLE 28: COCONUT PRODUCTS AND PRICES

2004 2005
Period 2001 2002 2003 2004 2005 Qtr 1 Qtr2 Qtr3 Qtr 4 Qtr 1 Qtr2 Qr 3 Otr 4
Santo
Smoked - - - - - - - - - - - -
Hot Air/ Sun Dry 19,7048 252642 254173 344463 215360 9507.0 107320 77171 64902 51726 68006 63100 34640
Total 19,7046 252642 25417.3 344463 21536.0 9507.0 107320 77171 64902 51726 6,800.6 6,310.0 3,464.0
TOTAL COPRA
PRODUCTION 19,7252 252656 25417.2 344463 215360 9,507.0 10,7320 77171 64902 51726 6,809.6 6,310.0 3,464.0
Smoked - - - - - - - - - -
Hot Air/ Sun Dry 19,7252 252656 25417.3 344463 215360 9507.0 107320 77171 64902 51726 6,800.6 6,310.0 3,464.0
Percentage of Hot-air to Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
TOTAL VALUE (Millions of Vatu) 494.4 596.0 690.3 896.6 467.3 254.2 289.9 196.7 155706 122.382 146.9 132.9 65.2
Average domestic
Price( Vt/ tonne ) 24725 22,830 27,160 26,028 21,700 26743 27,014 25491 23991 23,660 21,566 21,060 20,000
World Bank's Copra Market Prices.
Average  US$/Tonne 202.0 266.2 300.0 450.0 4138 M7.7 489.7 4443 448.3 478 446.4 380.7 380.1
End Period US$/Tonne 196.3 273.0 400.0 449.0 4138 450.0 471.0 448.0 449.0 4740 431.3 425.0 4138
COCONUT OIL EXPORT (Tonnes] 8,516.0  10,346.7 77219 17411.0  13.723.0 5,256.0 46410 40380 3176.0 2457 3700.0 4016.0 3,550.0
World Bank's Coconut oil Prices.
Average  US$/Tonne 3182 421.4 467.3 672.4 627.5 685.0 703.3 651.0 650.3 667.3 654.9 571.7 615.9
End Period US$/Tonne 3138 426.0 582.0 650.0 569.7 736.0 658.0 657.0 650.0 7100 638.8 631.3 569.7

Sources: VCMB, COPV and Trading & Shipping (Vanuatu) Ltd

TABLE 29: COCOA PRODUCTION FOR EXPORTS AND PRICES

Period 2001 2002 2003 2004 2005 2004 2005
otr oz Q3 Qtr4 Qtr 1 Qb2 Qtr3 Qtrd

COGOA PRODUCTION (Tonnes)

Export Quality

1st Grade 4616 403.7 - E - - - - - - - - -

2nd Grade 1941 5136 . . . - - - - . . . -
Sub Total 655.8 8173 . - . - - - - . - - 5
TOTAL 796.4 867.0 14180 8039 926.4 330 30 1630 2979 491 1253 535.0 2170
Value of Qutput (Millions of Vatu) 76.1 84.0 49.0 835 5.7 40 28.0 17.0 345 39 a1 450 177
VT/Tonne 95508.5 06885.8 ©96,837.0 s 817368 121212 90,323 104,204 115,928 79430 73008 83618 83,191
Source: VCMB
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TABLE 30: COMMERCIAL MEAT PRODUCTION
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Sowroe: Vamuaty Stansaos Office
Table 31: Energy Consumption
Imperts Cleared for Home Censumption (000 litres)
‘000 Kueh { x 1000 Kwh
Petrol Fuel Kerosene
Period Port-¥ila Luganville Malekula Tanna TOTAL
2001 3|73 8550 - - 2231 5539 28131 o7
2002 35,268 6587 2 11 42207 4836 24940 786
2003 34385 6303 445 208 41341 5808 23798 an
2004 na na na na na 3518 17080 512
2002 Ofr1 9507 1669 1,176 1275 6253 353
atr2 8,648 1,629 - S 10277 1372 7389 220
Qi3 8954 1673 106 63 107% 1,139 5747 13
Qird 8179 1616 15 48 9958 1,050 5551 g0
2003 Qtr1 9330 1,666 9% 48 11,139 1383 5314 440
Ofr2 8778 1734 12 51 10653 1084 4802 88
atr3 76T 1,483 106 56 9282 1.707 7853 22
Qfrd 8612 1451 121 53 10237 1675 6030 161
2004 Ofr1 10,121 1,750 141 56 12068 420 3526 129
Qfr2 8682 1626 122 54 10,484 1509 8397 26
Ofr3 8232 1572 12 53 9,969 7100 27
Qartd 8,580 1,554 134 &l 10319 1077 3,768 151
2005 art1 10835 1,626 146 57 12664 88 65640 9
Qrt2 9,255 1475 135 56 10,921 7 4510 106
Qrt3 8384 1487 123 56 10,060 491 21 161
Qrtd na na na na na 1,142 3819 182

(1) Includes White Spirit ¥ cornpres le White Spirit
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Table 32 CONSUMER PRICE INDICESBY EXPENDITURE GROUP
(Quarter to previous quarter)
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Sanro: Yarembs Sebrbcon M

Table 33: CONSUMER PRICE INDICES BY EXPENDITURE GROUP
(Quarter to same quarter of previousyear)

Expenditure End vear 2003 2004 2005

Group Region 200 2001 2002 2003 2004 2005 Qfr 1 Oir2 Q3 Qird Qir1 Or2  Ob3  Op4 Gir Or2  OF3  Obd

Food 14 24 06 40 18 Bl Al 08 22 40 45 34 38 19 41 05 22 EA
Portvilz 23 18 05 41 19 20 08 23 41 42 32 38 19 41 01 33
Luganville 14 48 07 30 19 24 21 16 30 57 38 41 19 46 54 03

Drinks & 87 12 T3 9 04 30 103 83 a A 04 04 02 04 17 19 29 30

Tobacco Portilz a7 12 I8l 97 04 14 90 a8 a7 00 00 00 04 97 43 27
Luganville 23 20 T8 26 0F 59 50 59 56 25 23 i4 0r 34 46 44

Clothing et 43 16 04 i0 40 05 18 09 17 10 04 4 45 -0 01 07 05 05
Port Vil 109 16 00 12 00 24 18 15 12 06 03 03 00 12 00 02
Luganville 41 17 19 02 47 08 Rk 27 02 02 35 57 47 <2 24 i6

Rent, Water, 73 6.1 4948 O -4 55 18 A5 04 {1 02 44 43 14 18 28 35 55

Electicity ~ Portvilz 66 54 46 02 18 42 4.2 05 02 00 4 403 19 01 01 28
Lugemille 107 97 <1 Rk 06 34 3.2 {16 Rk 1i 14 0 D& 28 60 13

Heusehold 42 -5 {3 02 04 -0 08 -1 {8 0z {4 14 A8 RIS 0& -0 03 10

Supplies Fort vils 39 & {7 04 4% 0 .4 {4 4 {4 6 2 EIE {14 21 45
Lugenwille: 85 01 410 26 45 20 .4 {17 bl {5 23 0 EIE3 D4 22 48

Transport & 52 22 ih 04 11 04 &0 5B 57 ik} 09 08 13 11 0% 0e 04 0

Semm Forl vilz 52 2% £2 07 12 &9 6.3 B o7 09 08 13 1z 07 0o 03
Lugemile 55 1z ki i5 a7 38 3B 3 15 or 0r 04 07 0z 0z 435

Recraelion, Edue, 3 00 8 34 34 29 60 5B 49 34 26 25 34 3¢ 34 13 24 24

deafreie Fotvile 02 05 A | 26 i6 55 5.2 a8 8 28 26 37 36 2E 1o 23
Lugemille 6.1 30 il 97 16 ab 102 0% ar 10 14 12 16 33 34 34

AL GROUPS 41 2% 23 29 0 16 35 24 b ba:l 19 14 18 Ik3 10 13 0§ 18
Fort vils 43 20 24 30 1% 38 2.5 2 20 1% 14 18 g 30 21 0l

Lugamille 43 3% 13 27 0 22 20 25 b 27 i 13 27 RES 30

Souec: Vanuan Satidhics (ffice
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