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ADB
Å Multilateral Development Bank :

ïowned by 67 members, 48 from the region and 19 from
other parts of the world.

ïADBôsmain instruments: policy dialogue, loans, equity
investments, guarantees, grants, and technical assistance
(TA).

ïPrivate sector lending has tripled, and will rise.

Å ADB and Fiji :

ïUS$249.9 million in loans since joining ADBin 1970.

ïThe most recent Country Program approved in March
2006.

ïPost-Dec 2006: support for continued implementation of
on-going projects.

ïOn-going quarterly economic surveillance and monitoring,
plus support through regional activities.
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Global economic recoversé

Source: ADB, Asian Development Outlook 2009 and IMF, World Economic 
Outlook 2009

ésome stabilization in the short-term 
but not to pre -crisis levels.
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Unemployment is rising OSé

Source: Statistical bureau of Australia, NZ and US

Forecast for 
2010

Australia 7.0

New Zealand 7.9

United States 10.1

é.and expected 
to persist in 2010
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Source: Australian Bureau of Statistics, Statistics New 
Zealand, and US Bureau of Labor Statistics

Source: IMF, World Economic Outlook 2009



Challenges remainé

Ç Recovery in global consumption could be

slower than expected as households repair

their balance sheets.

Ç Some returning risk appetite, and returning

capital flows (but differentiation amongst

borrowers).

Ç Increasing oil prices may become an

external constraint, and dampen economic

prospects.
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What this means for Fiji

Ç ®export pr ices, and volumes

Ç ®tourism income

Ç ®remittances

Ç Cancelled/delayed investment projects

Ç ®household incomes, ®domestic 

demand, ®imports

Ç ®government revenue, and cuts in 

services

Ç extra stress for the vulnerable



Other Challenges

Ç High food and fuel prices in 2008

Ç January 2009 floods

Ç Political instability

Ç Underlying structural constraints:

- size of the public service;

- SOE Performance;

- declining sugar and garment industry; 

and

- land tenure.



Growth Forecast for 2009
(%, annual)
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Merchandise exports
(year -on -year % change, quarterly)

Source:  Reserve Bank of Fiji.
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Closer look at import demandé
Non -fuel merchandise exports from Australia 

(A$ million, fob; 3 -month moving averages)

Source: ABS
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Tourism
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Monetary indicators

Source: Reserve Bank of Fiji.
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Commercial bank lending
(year - on - year % change, quarterly)

Source:  Reserve Bank of Fiji.
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Investment
(% of GDP)

Source:  Reserve Bank of Fiji.
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Growth Forecast for 2010
(%, annual)
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Medium -Term Growth 
Prospects

Ç Significant downside risks:

- Rising oil prices, and inflation

- Pressure on foreign reserves

Ç Government debt

Ç Slow CAPEX implementation

Ç Financial sector stability: FNPF

Ç Progress with structural reforms

Ç Political uncertainty
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A Policy Response

10 steps to an effective response

Step 1: Track and understand impacts

Step 2: Encourage open policy dialogue

Step 3: Get the monetary policy stance 
right

Step 4: A competitive exchange rate 

Step 5: óCut and trimô low priority 
government expenditure

RESPONSE TO THE GLOBAL ECONOMIC CRISIS:



A Policy Response
10 steps to an effective response (cont.)

Step 6: Raise the revenue effort

Step 7: Protect expenditure on services

for the vulnerable

Step 8: Secure external financial support,

where needed and affordable

Step 9: Pursue quick-win structural initiatives

Step 10: Provide targeted support

to the vulnerable

RESPONSE TO THE GLOBAL ECONOMIC CRISIS:



Actions best avoided

Ç Too large a fiscal expansion

Ç Excessive government pay increases

Ç Subsidies for business

Ç Cuts to essential public services

Ç Labor-intensive approaches to public 
works that are too costly

Ç Borrowing when it is unaffordable

Ç Structural initiatives that cost jobs

Ç Reform programs that lack broad 
support



Analysis of the 2010 Budget

Ç Effective Response:
Ç Track and understand impacts 

Ç A competitive exchange rate

Ç Protect expenditure of services for the 
vulnerable

Ç óCut and trimô low priority expenditure

Ç Actions Best Avoided:
Ç Too large a fiscal expansion

Ç Borrowing when it is not affordable
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ADBôs Pacific Crisis Support

Ç Four components:

(i) Analytical work and policy 
work

(ii) Technical assistance to improve 
economic management ïPEM 
TA

(iii) Budget support: a counter-
cyclical response that helps 
protect the vulnerable

(iv) Donor collaboration


