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TECHNICAL NOTES

Statistical data in the Quarterly Economic Review are based on the latest available
information, and several statistical tables are substantially up-dated and amended
from time to time to reflect figures revised by respective sources.

Abbreviations used are:

e = Estimated

n.a. = Not yet available

E = Estimated by Source
ne.i. = Not elsewhere included
P = Provisional

- = Nil

r = Revised

. = Negligible /Almost

R = Revised by Source
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1. EXECUTIVE SUMMARY

The global economy continued to show signs of
renewed strength in the December quarter, with almost
all major economies returning to growth while economic
activity in the US and Japan expanded particularly
quickly. However, the developed nations in general
remain dependent on fiscal and monetary stimulus
measures, and the pace of the recovery is likely to
remain modest for the time being. The relative strength
in developing nations such as China and India continues
to underpin demand for commodites from Australiq,
with the Reserve Bank of Australia raising interest rates
throughout the quarter. Growth in New Zealand has
remained more subdued.

The forecast for annual growth in Vanuatu’s Gross
Domestic Product (GDP) during 2009 remained at 3.8
percent, and is expected to be largely driven by the
services sector. Growth in industry should be
particularly strong, however, due in part to major
development projects on Efate and Santo. The
improving global economic conditions should support
Vanuatu’s growth over 2010 and 2011.

While tourist arrivals softened slightly in the quarter,
overall tourism growth over the year was solid, with the
bulk of growth coming from Australia. Several major
agricultural exports, including cocoaq, coconut oil, and
copra, recorded declines in volumes in the quarter, but
increased in value terms over the year due to strong
price rises.

The Consumer Price Index (CPl) fell for the second
consecutive quarter, continuing the trend decline over
2009. Year-ended inflation remained in the Reserve
Bank’s target range of 0-4 percent. Increases in
commodity prices (which tend to have a lagged impact
on Vanuatu inflation) and the impact of new excise tax
and duty arrangements will likely see the CPI return to
positive territory in 2010.

A sharp rise in expenditure resulted in a deterioration
in the government’s fiscal position, recording the largest
quarterly deficit in around ten years. This was largely a
result of development spending, and follows a string of
quarterly surpluses over the past two years (the
quarterly deficit in recurrent spending was noticeably
smaller than the deficit in overall spending). Over
2009, the government recorded a surplus of
approximately VT36.1million, or around 0.1 percent of
estimated 2009 GDP. The level of outstanding
government bonds was constant in the quarter, with the
majority held by public corporations.

The growth rate in total money supply (M2) moderated
somewhat from the September quarter, continuing the
trend deceleration in credit growth that has occurred
over approximately the past year. The increase in the
December quarter was driven by an expansion of
domestic credit, offsetting the decline in net foreign
assets. Growth in domestic credit in the December
quarter was consistent with the increases in private
sector lending and the government’s net lending from
the banking system. Growth in loans to business
continued to remain relatively solid, compared to loans
to individuals.

The proportion of commercial banks’ loans made up of
high quality loans remained high in the quarter,
representing by far the majority of all lending.
Commercial bank liquidity was adequate in the
December quarter, with excess reserves remaining
above the RBV’s target. The interest rate spread further
narrowed during the quarter, mainly due to a decline in
average lending rates.

The current account reverted to deficit in the December
quarter following a rare surplus in September, with high
import bills outweighing tourism earnings. Nevertheless,
merchandise export earnings increased strongly in the
quarter, while the capital and financial accounts
recorded large surpluses, reflecting an expansion in
foreign direct investment and investment grants.
Overall, the balance of payments position came to a
deficit of V1724 million.
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1. SOMMAIRE

Au quatriéme trimestre , 'economie mondiale a indiqué
des signes de reprise, avec toutes les économies
importantes retrouvant la croissance alors que les Etats
Unis et le Japon ont progressé rapidement. Cependant,
les nations developpées dépendent toujours des
mesures incitatives fiscales et monétaires, et le retour &
la normale est modeste pour le moment. Les croissances
relatives dans les PED comme la Chine et I'Inde
continuent de soutenir la demande des biens de
I’Australie, ainsi la Banque de Réserve d’Australie a
haussé les taux d’intéréts durant le trimestre. La
croissance en Nouvelle Zélande est resté contenu.

Le Produit Intérieur Brut (PIB) annuel du Vanuatu estimé
durant 2009 est maintenu & 3.8 pourcent, et est songé
& étre influencé par le secteur teriaire. La croissance
dans les industies doit étre particulierement forte,
cependant, due en partie aux projets de
développement sur Efaté et Santo. L'amélioration des
conditions économiques mondiales devrait encourager
la croissance du pays durant I'année 2010 et 2011.

Alors que l'arrivée des touristes s’est amoindrie
Iégérement durant le trimestre, en général la croissance
du secteur du tourisme est forte, avec un volume
important provenant de I'Australie. Ceratins exports
majeurs de I'’Agriculture, comme le cacao,l'huile de
coco, le coprah, ont enregistré des baisses en volume
durant le  trimestre, mais représentant des
augmentations de valeur durant 'année due aux fortes
augmentations des prix.

L'Indice des Prix & la consommation (IPC) a baissé pour
le deuxiéme trimestre consécutif, poursuivant ainsi la
tendance d la baisse sur 2009. L'inflation & la fin de
'année est maintenue dans la fourchette de 0 & 4
pourcent fixée par la Banque de Réserve.
L’augmentation des prix des biens et I'impact de la
nouvelle taxe sur les contributions indirectes va
probablement emmené I'lPC au niveau positif en 2010.

Une forte augmentation des dépenses a été le résultat
d’une dégradation de la situation fiscale de I'Etat, étant
ainsi le plus grand déficit trimestriel jomais enregistré
durant une décennie. Celleci est le résultat des
dépenses d’infrastructures, et est consécutive des surplus
trimestriel durant les deux années précédentes. En
2009, I'Etat a enrégistré un surplus équivalent & 36.1
millions de Vatu , ou environ 0.1 pourcent du PIB estimé
de 2009.Les bons de I'Etat en suspens a été constant
durant le ftrimestre, la majorité détenue par les
entreprises publiques.

Le taux de croissance de la masse monétaire est
modéré quelque peu au ftroisiéme trimestre, suivant
ainsi la tendance & la baisse de la croissance des
crédits qui s’est produite dans les années passées. La
croissance durant le quatriéme trimestre est influencée
par I'augmentation des crédits intérieurs, compensant
ainsi la baisse des Avoirs Extérieurs Nets. La croissance
des crédits intérieurs a été consistant avec les
augmenations des préts au secteur privé et I'emprunt
net de I'Etat envers le systéme bancaire. La croissance
des préts aux entreprises a continué d’étre relativement
solide, en comparaison des préts aux particuliers.

La proportion des préts des banques commerciales
constituées des préts de haute qualité est haute durant
le trimestre, représentant de loin I'intégralité de tous les
préts. La liquidité des banques commerciales a été
suffisant au quatriéme trimestre, avec les excés de
réserve toujours dans l'objectif fixé de la banque de
Réserve. L'étendue des taux d’intéréts s’est restreint
davantage durant le trimestre due en particulier a la
baisse des taux d’intéréts moyens.

Le compte courant a été de nouveau déficitaire au
quatriéme frimestre consécutif & un surplus en
Septembre, en effet les effets d'importation ont
contrebalancé les revenus du tourisme. Néanmoins, les
revenues des exports des produits a augmenté
fortement durant le trimestre, alors que les comptes des
capitaux et financiers ont enregistré un trés grand
surplus,  reflétant  ainsi  une  expansion  des
investissements  directs &  I'étranger et  des
investissements des aides. En général, la balance des
paiements a été déficitaire de 724 millions de Vatu.
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2. THE INTERNATIONAL ECONOMY
Summary

Whilst 2009 overall was characterized by the greatest
contraction in global economic activity since the 1930s,
the December quarter saw a return to growth in almost
all major economies. The recovery was led by
developing nations, particularly China, with demand in
the OECD countries continuing to be partially supported
by stimulus measures. This raises the risk that the
historically high public debt levels induced by stimulus
spending in the majority of developed economies will
weigh down growth in coming years.

In its latest World Economic Outlook, the IMF revised
upwards its projection for 2010 global growth to 3.9
percent, from 3.1 percent previously. It also revised
down estimates of the contraction in 2009 to 0.8
percent from 1 percent. The IMF stressed the downside
risk, especially in advanced economies, of prematurely
removing supportive policies, saying that the recovery
was unlikely to firmly take root in 2010 and that all
planned stimulus measures should go ahead.

Figure 1: World GDP Growth
(Percentage change, annual)
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The US

Economic activity in the US accelerated sharply in the
final quarter of 2009 to an annualized rate of 5.7
percent. The increase was primarily attributed to fiscal
and monetary stimulus measures, as well as inventory
adjustment by firms, with growth expected to slow into
2010. Consumer inflation in the fourth quarter eased to
a seasonally-adjusted rate of 0.1 percent, although in
year-ended terms it increased to 2.7 percent.

Inflationary pressures are expected to become more
prominent as the recovery continues and the Federal
Reserve maintains an accommodative stance to counter
high unemployment.

Figure 2: US GDP and CPI
(Year-ended percentage change, Quarterly Data)
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The Chinese economy continued to grow extremely
strongly, and is expected to expand by a further 10
percent in 2010. Accommodative fiscal and monetary
policies were maintained throughout the final quarter of
2009. With unemployment continuing to climb in the US,
China’s ongoing reluctance to allow an appreciation of
its currency became an increasingly prominent dispute
between the two countries. In response, the US imposed
an increase in tariffs on Chinese-manufactured steel
pipes, demonstrating a rising desire to protect domestic
jobs under poor economic circumstances.

Japan

During the fourth quarter of 2009, Japanese GDP
grew at an annualized rate of 4.6 percent.
Government and Bank of Japan stimulus efforts coupled
with strong demand from Asian trading partners were
credited with the increasing growth rate in the world’s
second largest economy. However, over the year to
December 2009, Japan continued to experience
deflation, with the CPI declining 1.7 percent.
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Europe

GDP growth in the euro area during in the fourth
quarter slowed to 0.1 percent, from 0.4 percent during
the third quarter. Germany, the EU’s largest economy,
recorded zero percent growth during the December
quarter after growing 0.7 percent in the previous
quarter. Over the course of 2009, euro area GDP
decreased 2.1 percent, although this was an
improvement on the 4.0 percent reduction for the year
to September 2009. Growth in Europe is expected to
remain modest and vulnerable for an extended period,
with concerns increasing over the solvency of sovereign
debt in Greece, ltaly, Ireland, Spain and Portugal. The
OECD reported that it expected unemployment in the
EU to continue to increase well into 2010, and
potentially up to the beginning of 2011.

The euro area CPI quickened in the December quarter
to a seasonally-adjusted rate of 0.2 percent, from 0.3
percent deflation in the third quarter. Over the year to
December, the euro area CPl increased 0.9 percent.

Figure 3: Euro-area GDP and CPI
(Year-ended percentage change, Quarterly data)
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Australia

During the third quarter, GDP growth in Australia
slightly moderated, with a quarterly increase of 0.2
percent, as opposed to 0.7 percent in the June quarter.
In year-ended terms, the growth rate remained stable
at 0.6 percent. The strong performance of Australia
continued to be underpinned by robust demand for
commodities exports from China, complimented by a
domestic recovery in investor confidence. The Australian
financial sector was much less damaged by exposure to
high-risk securities than in other OECD members, and is

therefore playing a relatively more significant role in
supporting the domestic recovery.

In the final quarter of 2009, the quarterly rate of
increase in the Australian CPl halved to 0.5 percent,
while the year-on-year increase accelerated to 2.1
percent from 1.3 percent in the preceding September
quarter. In response, the Reserve Bank of Australia
substantially tightened monetary policy (see Figure 6),
stressing that the most significant risk facing the
economy was from runaway inflation, rather than the
fragility of the recovery.

Figure 4: Australia CPl and GDP
(Year-ended percentage change, Quarterly data)
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New Zealand

New Zealand’s GDP grew 0.2 percent during the third
quarter of 2009, although for the year to September it
fell 1.3 percent. The economy benefited from an
improving regional outlook (especially with strong
growth in Australia) with an associated increase in
demand for New Zealand exports. Indeed, declining
New Zealand trade flows may have reached a trough
in December, as both domestic and international
demand showed signs of recovery.

During the final quarter, the New Zealand CPI declined
0.2 percent after increasing 1.3 percent during the
September quarter. For the year to December 2009,
the index increased 2.0 percent, up from 1.7 percent
for the year to September 2009.

10
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Figure 5: New Zealand CPl and GDP
(Year-ended percentage change, Quarterly data)
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Market Developments.

Figure 6 shows short term interest rates for some of the
world economies of most interest to Vanuatu. The rate
shown in each case is a 3-month or 91-day money
market rate.

Figure 6: Nominal Short-Term Interest Rates

(Monthly)
O/O O/O
— Australia =— NZ Euro Area — US

10 10
8 8
6 6
4 4
2 2
(0] (0]

1997 1999 2001 2003 2005 2007 2009

Source: Reserve Bank of Australia, Bank of Japan, Bank of England,
European Central Bank.

Rates in New Zealand, the US and Euro Area remained
essentially unchanged at 2.8, 0.1, and 0.6 percent
respectively. However, in Australia, rates showed an
increasing trend during the quarter, up from 3.4
percent in September to 4.2 percent in December. The
increasing cost of credit in Australia mirrors a tightening
of monetary policy by the Reserve Bank of Australia.

Long term interest rates

Figure 7 shows the changes in long term interest rates in
some of the world’s major economies.

Figure 7: Long-Term Interest Rates
(Percentage Growth, Monthly Data)
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Long-term bond yields remained roughly constant or
showed slight increases during the fourth quarter. In
Australia, rates ended the year at 5.47 percent, up
from 5.32 percent in September. In the US, rates were
3.59 percent at the end of the year, from 3.40 percent
in September. In the Euro areaq, the rate remained
essentially unchanged at 3.87 percent from 3.86
percent at the end of the third quarter. Rates in Japan
showed similar stability, moving from 1.29 percent to
1.28 percent over the quarter.

11
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Stock Markets

Figure 8 shows the movements in share indices from
some of the world’s largest markets.

Figure 8: Stock Markets

(Indices)
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Source: Financial Times, European Central Bank, Reserve Bank of Australia.

The FTSE 100, S&P 500 and ASX 200 all continued to
make gains the final quarter of 2009, with the NZ 50
steady. The FTSE 100 recovered the most, regaining its
losses since September 2008. The ASX 200 also
increased strongly, almost reaching the levels recorded
in August 2008, whilst the S&P 500 made more modest
gains. The NZ 50 fluctuated within a narrow band
throughout the quarter, with a less distinct trend.

Oil Markets

Qil prices averaged $75.51 per barrel throughout the
December quarter, compared to an average of $68.22
in the previous quarter. The highest monthly price was
recorded in November as the 2010 economic outlook
improved and the US dollar depreciated, before
easing off in December as the dollar regained in
strength. Nonetheless, significant potential upside
pressures for oil prices remain as global demand
recovers.

Figure 9: Average Spot Price for Crude Oil
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Key Interest Rates

With the exception of Australia, all key interest rates
shown in Table 1 remained constant throughout the
fourth quarter. Monetary authorities cited concerns
about the fragility of the nascent recovery, similar to
those expressed by the IMF. Improvements in global
demand and employment were attributed by most
central banks to supportive fiscal and monetary
policies, giving rise to warnings that a premature
removal of these policies could risk inducing ‘double-
dip’ recessions.

After becoming the first advanced economy to increase
interest rates in October, the Reserve Bank of Australia
approved two further successive 25 basis point rate
increases, with the cash rate reaching 3.75 percent. The
Australian economy continued to outperform other
members of the OECD in the quarter (supported by
strong demand for commodities from China), and thus
the rate rises reflect increasing concerns over inflation.
Into 2010, further monetary tightening is expected as
inflation remains a risk.

The Reserve Bank of New Zealand indicated that it was
likely to consider monetary tightening from the middle
of 2010, after previously implying that rate increases
were only likely in the second half of the year. As at
December 2009, inflation was recorded at 2.0 percent,
which is the centre of the Bank’s 1 to 3 percent target
range.

The Federal Reserve reiterated its commitment to
keeping the federal funds rate between zero and 0.25

12
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percent for an extended period. Poor data on
employment could mean that the supportive stance is
maintained at least through the first two quarters of
2010.

The European Central Bank is increasingly likely to
increase rates as the dominant economies in the euro
region continue a strong recovery. Nonetheless, the
actions of the central bank are likely to be constrained
by weaknesses in some member states, with Greece,

Portugal, Spain and Ireland showing signs of sovereign
debt stress.

Table 1: Key Interest Rates (percent, end of period)

US Fed Funds Euro Refi Rate | Australian Cash New Zealand Vanuatu
Rate Rate Cash Rate Rediscount Rate
2007 Q4 4,25 4.00 6.75 8.25 6.00
2008 Q1 2.25 4.00 6.75 8.25 6.00
Q2 2.00 4.00 6.75 8.25 6.00
Q3 2.00 4.25 7.00 7.50 6.25
Q4 0.25 2.50 4.25 5.00 6.00
2009 Q1 0.25 1.50 3.25 3.00 6.00
Q2 0.25 1.00 3.00 2.50 6.00
Q3 0.25 1.00 3.00 2.50 6.00
Q4 0.25 1.00 3.75 2.50 6.00

Sources: US Federal Reserve, European Central Bank, Reserve Bank of Australia, Reserve Bank of New Zealand and Reserve Bank of Vanuatu

1. DOMESTIC ECONOMIC DEVELOPMENTS

1.1 REAL ECONOMY

In the December quarter of 2009 Vanuatu’s domestic
economy continued to show signs of recovery from the
weaker performance seen in various major sectors over
the last 6 quarters, as a gradual pick-up in commodity
prices contributed to domestic spending and increased
export earnings over the previous year. However,
despite the indications of improvement, the overall
pace of growth remained relatively slow in the quarter.

Total visitor arrivals dropped slightly in the quarter,
with an increase in cruise ship visitors more than offset
by a fall in air visitor arrivals, with the latter reflecting
the typical seasonal trend. The appreciation of the
Australian and New Zealand dollars against the Vatu is
likely to have had a positive impact on tourism
expenditure in the quarter.

Figure 10: Real Gross Domestic Product
(Contribution to Growth; Annual Data)
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Source: National Statistics Office; Ministry of Finance (EREAU) projections;
(Real GDP from 1999 have been re-based to 2006 prices)

Vanuatu’s real GDP has been projected to grow at 3.8
percent in 2009, down from 6.3 percent in 2008, with
the reduction in growth rate mainly due fo the slowing
in domestic spending and tourism expenditure in the
first half of the year. The services sector will remain the
largest contributor to GDP growth, with tourism-related
sectors accounting for over 45 percent of overall GDP

13
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(See Box. A.). Australia and New Zealand accounted reflecting the slow recovery in demand from major
for over 75 percent of visitors arrivals into the countr markets over the first half of the year.
P y y
over 2009. Visitor numbers remained strong, mainly as
a result of ongoing tourism promotion, increased Table 2: Domestic Economic Indicators
capacity through the introduction of additional flights, 2005 2006 2007 2008 2009est.
as well as Th? impact 'of nq'rur'ql dlsgsters affecting RGeul iDF:/ 6.8 72 6.8 6.3 38
other markets in the region. The industrial sector of the rowth (%)
ially th tructi t tributed Annual
economy, especially the construction sector, contribute inflation 18 18 41 58 23
significantly to growth in the year, in large part as a rate (%)
result of the MCA-funded infrastructure projects on Production
Efate and Santo. Copralt) 21,482 19,462 30,816 37,587 15,258
Cocoalt) 926 1,314 972 750 956
Growth was projected for all sectors of the economy in Beef(l) 3185 2708 2936 3278 2837
the year though at a slower pace than during the Coconut o
. . N ut oi
previous year, mainly as a result of the aforementioned exports (1) 12967 3,696 7,336 11,899 5316
xpect fall in mesti nding. Th ricultur
expected fa i domestic spending e agriculture Kava 686 575 36 758 477
sector was projected to grow at 1.7 percent, down exports (1)
from 3.8 percent in 2008; the industrial sector to grow '(':'; )"rrivqls 62,082 68,179 81,345 90,657 100,675
at 7 percent, down from 16 percent; and the services Cru'ise <hip
sector to grow at 4.0 percent, down from 6.0 percent. arrivals 63,554 85922 85737 106,138 124,818
In line with the projected recovery for the global (no.)
economy, as market conditions begin to improve, ';Z:Z' Oce. 52.3% 51.5%  89.0%  48.4% NA
Vanuatu’s domestic economy is projected to sustain E
X i nergy
growth through 2010 to 2011, reflecting the potential Consumptio 44,669 45906 48,944 54,868 NA
for a pick-up in tourism and various planned projects n (kWh)
yet to take place. Quarterly Q403 Q109 Q209 Q309 Q409
Inflation
R . rate (year- 5.8 6.1 6.4 3.4r 2.3
Figure 11: Real Gross Domestic Product ended %)
(Sector Growth Rates; Annual Data) Inflation
rare 0.2 1.9 1.8 -0.5r -0.9
% T % (quarterly
B industry : %)
Agriculture Forestry& Fisheries 1 e
Services : 15 Production
Copra(t)* 6,882 2,202 4,120 4,436 -
10 Cocoaft) - 140 75 541.6 259 .
est.
E:ef“’ - 821 580 663 812 871
° C. t oil
oconut ol 3,164 0 119 2,910 2,286
exports(t)
0 Kava 92 97 119 136 125
RO )
Air. 24780 20,733 22,345 29,773 26,567
-5 arrivals(no.)
' Cruise
Forecast | arivals(no) 38859 44898 30587 22,635 26,419
-10 : -10
Hotel Occ.
2002 2003 2004 2005 2006 2007 2008 2009 2010 0 0
Source: National Statistics Office; Ministry of Finance (EREAU) projections; Rate 45.8% 63.8% NA NA NA
2009 - Estimate (new GDP figures after re-basing of GDP to 2006 prices)
Energy
Consumptio 1,3942 15,435 NA NA NA
In the December quarter, export earnings from n (kWh)
commodities such as copra, coconut oil and cocoa * Estimate — VCMB & CL Agencies, NA — Not Available, p — projected, r -
revised

picked up in value compared to December 2008
despite a slow pick-up in volume, reflecting the gradual
recovery in world market prices. Both kava and beef
exports declined in value and volume in the quarter,
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Tourism activity continued to remain robust in the
quarter as cruise ship calls in the main tourist ports in
Port Vila and outer islands remained at around the
same frequency as the previous year, suggesting that
tourism spending in these areas has continued to be
buoyant. Although visitor arrivals by air dropped
slightly in the quarter, this was mainly a base effect
reflecting exceptionally strong tourism numbers in the
previous quarter, particularly July and September.

Other partial indicators of domestic growth, including
private sector lending from commercial banks and
Value Added Tax (VAT), continued to show gradual
growth over the year, ,with the latter picking-up in the
December quarter.

Low inflationary pressures from low food prices, and
low rates of price increases in the housing & utilities and
drinks & tobacco categories contributed to inflation
falling back into the Reserve Bank’s target range
during the quarter.

1.2a. Copra and Coconut Oil

Copra exports decreased in volume by 21 percent in
the December quarter to 3,975 tons, and also dropped
in value to VT126 million from VT157 million in the
September quarter, with export values rising by 8.6
percent over December 2008. By the year-end 2009,
the average copra price in the domestic market rose to
V129,000 per ton, up from VT20,671 per ton at the
end of the September quarter. The average world
price for copra rose to US$490 per ton from US$469
per ton in the previous quarter.

The volume of coconut oil exports dropped 21 percent
in the quarter to 2,286 tons, although the value
increased to VT135 million, up from VT130 million. The
increase in value reflects the increase in export price in
the quarter. In line with copra price, the coconut oil
price rose slightly in the quarter to US$734 per ton, up
from US$711 per ton at the end of the September
quarter.

Figure 12: Quarterly Copra Exports
(Volume and Level of Export, Quarterly Data)
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Source: YVNSO; Note: Trade data have been revised from 2007

1.2b. Cocoa

The volume of cocoa exports fell to 258 tons in the
December quarter, from 553 tons in the September
quarter, valued at VT61 million. Increased prices
pushed up the export value from VT57 million in
December quarter 2008. The low level of volumes in
the quarter reflected the seasonal trend in production.
The average domestic price for cocoa rose to
VT117,000 per ton by the end of the December
quarter 2009, making three consecutive quarters of
demand-driven price increases. The cocoa price rose fo
342.1 US Cent per Kg (US$3,421 per Ton) in the
quarter, up from 259.3 US Cent per Kg in the
September quarter.

1.2¢. Kava

The volume of kava exports fell by 8 percent in the
December quarter to 125 tons, valued at VT143
million. This was, however, an increase in volumes terms
on the same period of 2008, with exports supported
by strong demand from the major markets of New
Caledonia and Fiji. The value of kava exports rose 3
percent compared to a year ago.
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Figure 13: Quarterly Kava Exports Mystery Is (4), Luganville (1) and Champagne beach
(Volume and Level of Export, Quarterly Data) (3). Within these calls, Dawn Princess and Sun Princess
both made calls to Port Vila in addition to the newest
addition to the P&O Cruise fleet, Pacific Jewel, which
made its maiden voyage to Port Vila in December
2009. Capacity in the cruising industry is expected to
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250 250 be further enhanced as P&QO’s Pacific Sun returns to
cruise from Australia. The number of cruise ship calls

200 i 200 was evenly spread over the last three quarters, an
indication that tourism earnings from cruise visitor

150 150 spending would be likely to be similarly evenly spread.
During the quarter, cruise ships brought in 26,419
visitors, representing an increase of 15 percent in the

100 BN 100 quarter, though arrivals were 32 percent lower in year-
ended terms (the December quarter of 2008 recorded

50 50 18 cruise calls bringing in 38,859 cruise visitors).
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1.2d. Beef

In the December quarter 2009, beef production rose 7
percent over the previous quarter and 3 percent over
the same period of 2008 to an estimated 871 tons,
with an estimated 4,167 cattle heads slaughtered. This
reflected a pick-up in the last two quarters after a
drop in the first half of the year. Increased beef
production reflected a seasonally high quarter to
accommodate Christmas and New Year festivities. Beef
exports to major markets dropped 12 percent in the
quarter to 249 tons valued at VT104 million,
representing a fall of 3 percent over December 2008.
The appreciation of the AUD and NZD is likely to
support a pickup in beef export earnings to these
markets. The average price for beef in the world
market rose slightly in the quarter to 275.3 US Cent
per Kg (or US$ 2,735 per ton), up from 273.2 US Cent
per Kg in the September quarter

1.2e. Tourism

Total non-resident visitor arrivals (cruise ship plus air
visitors) fell by 2 percent in the December quarter,
mainly as a consequence of a drop in air visitor arrivals
(following the strong visitor numbers recorded during
the peak September quarter), although the number of
cruise visitors (classified as day visitors) rose in the
quarter.

There were 14 cruise ship calls to Port Vila in the
quarter, with various en-route port visits to Wala Is (4),
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