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OVERVIEW

According to the International Monetary
Fund (IMF), the global economy is
recovering and financial conditions have
improved markedly. The IMF has raised
its forecast for global growth and
consequently the world economy is now
anticipated to contract by 1.1 percent,
compared to the 1.4 percent contraction
envisaged earlier. Global growth
prospects were also revised up by 0.6
percentage points to 3.1 percent for 2010.

These positive signs of recovery in the
world economy have been supported by
wide ranging public intervention,
supporting demand and the subsequent
lowering of the uncertainty and systemic
risk in financial markets. As prospects
have improved, commodity prices have
staged a comeback from lows reached
earlier this  year. Nonetheless,
employment conditions remain weak and
it will still take some time until the
outlook for the labour market improves
significantly.

Most of Fiji’s major trading partner
economies expanded in the second
quarter, with the exception of the United
States (US) and Euro-zone, which
contracted by a lower magnitude
compared with the first quarter. However,
a modest recovery is expected for all of
Fiji’s major trading partners in 2010.

The Fiji Islands Bureau of Statistics
(FIBOS) recently released real Gross
Domestic Product (GDP) data in 2005
prices. Previous GDP data had a base year
of 1995. According to these new
estimates, the Fiji economy expanded by
1.9 percent in 2006, followed by a 0.5
percent contraction in 2007 and a marginal

contraction of 0.1 percent last year. This
year, GDP is projected to decline by 0.3
percent but this forecast was based on
the 1995 base. This projection is
currently being reviewed given this
latest release.

Sectoral performances during the review
quarter were mixed.

Although visitor arrivals cumulative to
August fell by 13.0 percent over the year,
visitor numbers have improved in more
recent months. The industry is optimistic
of a continued rebound for the remainder
of 2009, led by the global economic
recovery, the weaker Fiji dollar,
aggressive marketing campaigns, massive
discounts on offer and the start of new
airline services.

Sugar production was substantially
lower than a year ago owing to mill
problems which affected the efficiency in
producing sugar. On other developments,
effective from 1 October, the European
Union (EU) preferential sugar price was
reduced by 22 percent, bringing the total
price reduction since 2006 to 36 percent.
This reduction will be effective through to
2015.

The performance in the mining industry
has gained some momentum from last
year. The upgrading of plant, machinery
and equipment at the Vatukoula gold mine
contributed to the positive performance in
recent months. The extremely favourable
international gold price is a further
impetus for the gold industry. Gold export
earnings rose substantially as a result of
improved output and higher gold prices
during the review period.
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In other mining developments, there have
been delays to bauxite mining in
Nawailevu, Bua and gold mining in
Wainivesi, Tailevu. However, good
progress is noted for gold exploration in
Tuvatu, copper prospecting in Namosi and
crude oil exploration in Fiji waters.

Electricity production by the Fiji
Electricity Authority (FEA) expanded by
2.3 percent in the first 9 months of the
year. The construction of the Nadarivatu
hydro dam is progressing well, with the
project expected to be completed by
August 2011. The project will contribute
41.7 mega watts of electricity and save
around $22 million dollars in annual fuel
Ccosts.

The fisheries sector has been doing
relatively well despite the global
slowdown. Exports of fisheries products
grew by 19.8 percent in the first 8 months
of the year, despite still not receiving
clearance to export to EU countries. In
contrast though, export earnings from
garments and mineral water declined by
21.6 and 65.7 percent, respectively, over
the same period in 2008.

On the fiscal side, Government recorded a
fiscal surplus of $30.7 million at the end
of September, equivalent to 0.5 percent of
GDP. This was well above a forecast net
deficit of $177.5 million.

Employment conditions were soft in the
first 9 months of the year. While the
decline in partial indicators, such as
taxpayer  registrations, have  been
influenced by the increase in the income
tax threshold, weaker demand from both
the domestic and external front have kept
employment conditions subdued.

After the major monetary policy changes
in April, the Bank continued to review its

policies to assist in the economic recovery
process. In light of improvements in
foreign reserves during the quarter, the
Bank, on 1 September, removed the credit
ceiling first imposed on commercial banks
in December 2006. The removal of the
credit ceiling and priority sector lending
guidelines provided to banks are expected
to support investment lending and
economic activity in the country.

Mirroring the improvement in foreign
reserves, liquidity in the financial
system improved further in the review
period. Commercial banks’ lending rates
have trended downwards in response to
the Reserve Bank’s policy on interest
rates. This is expected to support
investment lending. On the other hand,
deposit rates have risen during the same
period.

Inflation rose to 6.3 percent in September,
up from 2.3 percent in June. The increase
in domestic fuel prices and the impact of
the April devaluation largely underpinned
movements in prices of most categories.
The year-end inflation forecast remains at
9.5 percent. Inflation is expected to
subside to 2 percent towards the end of
next year.

On the external front, the trade deficit
narrowed in the first 7 months of the year
as the decline in import payments
outweighed the fall in export receipts.
Cumulative  to  August, personal
remittances showed a healthy annual
growth of 36.9 percent.

Fiji’s foreign reserves rose to a record
$1,020 million by the end of September,
from around $650 million at the end of
June 2009. The additional allocation of
IMF’s Special Drawing Rights of $188
million provided a major boost to foreign
reserves in late August.
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THE INTERNATIONAL ECONOMY

International Economic Conditions

According to the International Monetary
Fund (IMF), the global economy is
expanding, and financial conditions have
improved markedly. However, the pace of
recovery is still slow, and activity remains
far below pre-crisis levels. Consequently,
it will still take some time until the
outlook for employment improves
significantly.

The IMF has raised its forecast for global
growth and consequently the world
economy is now anticipated to contract by
1.1 percent (Graph 1), compared to the 1.4
percent contraction envisaged -earlier.
Global growth prospects were also revised
up by 0.6 percentage points to 3.1 percent
for 2010.

Graph 1
World GDP
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Source: IMF World Economic (

The Australian economy expanded by 0.6
percent in the June quarter, increasing
from the first quarter expansion of 0.4
percent. The positive growth registered in
the last two quarters was mainly boosted
by consumer and government spending.

A boost in manufacturing output was
registered in both August and September.

Retail sales, home-building approvals, and
mortgage lending also rose in August.
Consumer confidence grew in September
and business sentiment rose to its highest
level in almost 6 years in August.
However, the trade deficit widened in July
as exports fell and imports of oil and
consumer goods rose.

The Australian economy is now projected
to grow by 0.7 percent in 2009, compared
to a 2.4 percent growth in 2008. A
recovery of 2.0 percent is envisaged for
2010. Inflation is expected at 1.6 and 1.5
percent in 2009 and 2010, respectively.

The New Zealand economy grew by 0.1
percent in the second quarter after
contracting by 0.8 percent in the March
quarter. Rising business and consumer
confidence, along with increasing housing
demand and immigration is helping the
economy recover from the recession.

In August, consumer confidence rose,
followed by a rise in house prices, which
signalled that the property market was
recovering. Also in August, the country
posted its smallest annual trade deficit in
more than 6 years, after the recession led
to a fall in imports. = However, the
unemployment rate remained high at 6.0
percent.

The economy is projected to contract by
2.2 percent this year, compared to a 0.2
percent growth in 2008. A recovery of 2.2
percent is nonetheless envisaged for 2010.
Inflation is expected to be around 1.5
percent in 2009 and 1.0 percent in 2010.

The US economy contracted by 0.7
percent in the June quarter following on
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from the 6.4 percent contraction in the
previous quarter. Latest economic
indicators suggest that the recession has
now bottomed out and a modest recovery
is underway. Housing and manufacturing,
the two areas that deepened the recession,
stabilised in August mainly due to fiscal
stimulus programs. Industrial production
and the cost of living also improved in
August.

However, the unemployment rate rose to a
26-year high of 9.8 percent in October,
negatively impacting consumer
confidence and manufacturing.
Furthermore, sluggish income growth and
tight credit is curbing household spending
and is thus slowing the pace of the
€Conomic recovery.

This year, the US economy is expected to
contract by 2.7 percent, compared to an
estimated 0.4 percent growth last year. A
modest recovery of 1.5 percent is
envisaged for 2010. Inflation is projected
to fall to 0.4 percent in 2009 and then rise
to 1.7 percent in 2010.

The Euro-zone economy contracted by
0.1 percent in the second quarter, after
declining by 2.5 percent in the March
quarter.  Recent economic indicators
however, show a positive outlook for the
region, with two of its major economies
(Germany and France) returning to growth
in the June quarter.

In September, economic confidence in the
region increased for the second
consecutive month, as the economy
showed signs of rebounding. The
manufacturing and service industries
returned to growth and retail sales
improved. However, consumer prices fell
in September, as rising unemployment
curbed demand and oil prices dropped.
The unemployment rate is expected to rise

further, as companies continued to cut
jobs even as the recession eased.

The Euro-zone economy is projected to
contract by 4.2 percent in 2009 after a 0.7
percent growth last year. A growth of 0.3
percent is envisaged for 2010. Inflation is
expected at 0.3 percent in 2009 and 0.8
percent in 2010.

In the June quarter, the Japanese
economy grew by 0.6 percent, after
contacting by 3.3 percent in the previous
quarter.  Latest data show that the
economy is recovering.

The unemployment rate retreated in
August from 5.7 percent to 5.5 percent.
At the same time, manufacturing output
increased for the sixth consecutive month,
as production rebounded from a record
collapse in the first quarter of this year.
Household spending also increased.
However, the gains in industrial
production decelerated in July, as exports
fell and machinery orders declined.

The Japanese economy is expected to
contract by 5.4 percent this year,
compared to the 0.7 percent contraction
last year. The economy is anticipated to
recover in 2010, with growth forecast at
1.7 percent. Inflation is projected to be -
1.1 percent in 2009, and -0.8 percent next
year.

The Chinese economy grew by 7.9
percent in the June quarter after growing
by an annualised 6.1 percent in the first
quarter of this year. Recent data showed
that manufacturing grew in September,
along with a growth in industrial
production and retail sales in August.
House prices also rose in August after
sales and investment surged. However,
consumer prices fell by 1.2 percent in
August, and exports declined due to weak




RBF Quarterly Review

September 2009

global demand.

The Chinese economy is projected to grow
by 8.5 percent in 2009, compared to the
9.0 percent growth last year. A further 9.0
percent growth is envisaged for 2010.
Inflation is projected at -0.1 percent in
2009 and 0.6 percent in 2010.

India’s economy grew by 6.1 percent in
the second quarter followed by an
annualised 5.8 percent expansion in the
first quarter. Latest data showed that
wholesale prices rose in September, as a
growing global economy pushed up the
cost of commodities and manufactured
goods. Furthermore, industrial production
rose in August and exports improved.

The Indian economy is expected to grow
by 5.4 percent this year, compared to a
growth of 7.3 percent in 2008. For 2010,
the economy is expected to grow by 6.4
percent. Inflation is projected at 8.7
percent in 2009 and 8.4 percent in 2010.

World commodity prices rose by 8.0
percent in the third quarter led by price
increases of sugar, fish and gold (Graph
2).
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Over  the September quarter, world

market sugar prices (New York No.11
price) rose by 35.4 percent (Graph 3).
Sugar prices rose to an all-time high of
US25 cents per pound at the end of
August, after output declined in
India, the world’s second-largest
producer, due to below average
rainfall. Furthermore, sugar supply from
Brazil is also constrained due to excessive
rain, which reduced the current cane
yields.

Graph 3
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In the coming months, sugar prices are
expected to fall as investors shift money
into metals and other raw materials to
obtain higher returns.

At the end of September, the European
Union (EU) preferential sugar price was
around US34 cents per pound, an increase
of 3.5 percent over the quarter.

Gold prices rose by around 6.6
percent  over the September quarter
(Graph 4). More recently in October, gold
prices reached a historical high of
US$1,062 per ounce. Prices rose after a
weakening US dollar and signs of a
recovering global economy spurred
demand for the metal as an alternative
investment and in order to hedge against
inflation.
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Graph 4
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In the months ahead, gold prices are
expected to rise, as the dollar is
anticipated to weaken, which will increase
demand for the metal as an alternative
investment.

Brent crude oil prices (Graph 5) fell by
around 1.0 percent over the third quarter,
after US durable goods orders declined,
signalling that the economic recovery may
be weaker than anticipated. At the end of
September, the crude oil price was around

US$68 per barrel. However, towards the
end of October, oil prices surged to a one-
year high of US$78 per barrel, as the US
dollar weakened and on concerns over a
greater-than-forecast decline in US
gasoline supplies.

Graph 5
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In the months ahead, crude oil prices are
expected to rise, due to the weakening US
dollar which is bolstering the appeal of
commodities as an inflation hedge.
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For the Record

MONETARY POLICY STANCE REMAINS UNCHANGED

Statement by the Governor of the Reserve Bank of Fiji, 31 July 2009

Following the meeting of the Reserve
Bank of Fiji Board held on 30 July 2009,
the Governor and Chairman of the Board,
Mr. Sada Reddy announced that the
current monetary policy stance remains
unchanged.

Mr. Reddy stated that the Board
considered the recent outlook for
improved global recovery although the
revival may be slow and uneven. He
added that expectations for world growth
this year had slightly worsened to a 1.4
percent contraction while growth for next
year at 2.5 percent, indicates a more
positive outlook. All of our major trading
partner economies are expected to contract
this year.

Domestically, the current weak global
demand is being felt in our major export
and services sectors. However, modest
growth in most trading partner economies
next year, assisted by the devaluation,
should help boost export demand, tourism
earnings and personal remittance receipts.
He added that there is optimism in the
tourism industry that visitor arrivals may
pick up in the coming months.

The Governor stated that the trade balance
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in the first five months of the year
improved by 10 percent when compared
with the same period last year. Personal
remittances grew by 15.0 percent,
cumulative to May this year. Nonetheless,
Mr. Reddy reiterated that this is not
sufficient to cover the trade gap, with Fiji
still being a significant net-importer.

The Governor noted that foreign reserves
are now at over $700 million and
commercial bank liquidity has also
improved strongly to over $200 million.
The commercial banks’ outstanding
lending rate has fallen to 7.96 percent in
June from 8.24 percent in March this year.

“As expected, consumer prices have risen,
in line with devaluation. Inflation in June
was 2.3 percent. The year-end inflation
projection is 9.5 percent for 2009 but will
fall to around 2.0 percent next year,” the
Governor stated.

In light of the assessment on the above-
mentioned factors, the Board decided to
maintain a tight monetary policy stance.
The Reserve Bank will continue to
monitor developments closely and align its
policies accordingly in the coming
months.
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For the Record

RESERVE BANK OF FILJI 2008 INSURANCE ANNUAL REPORT

Statement by the Governor of the Reserve Bank of Fiji, 17 August 2009

The Prime Minister and Minister for
Finance, Commodore Josaia Voreqe
Bainimarama tabled the 2008 Insurance
Annual Report in Cabinet on 11 August
2009.

The Report reviews the performance of
the Fiji Insurance Industry for the year
ended 31 December 2008 and includes
highlights on developments in the
international insurance market.

In releasing the 2008 Insurance Annual
Report the Governor of the Reserve Bank,
Mr Sada Reddy, said that 2008 was one of
the most difficult years in the international
insurance market. The international
insurance market was hit by a number of
major natural disasters making it the
second costliest year in insurance history
after 2005, with catastrophe losses alone
exceeding US$50 billion.

Despite a very challenging year on the
international scene, Governor Reddy,
however, noted that the Fiji insurance
industry continued to be sound, well
capitalised and well managed. The
industry recorded a solvency surplus of
$78.4 million, though this is a reduction
from 2007 due mainly to the fall in values
of long-term investment holdings of life
insurers. The general insurance sector, on
the other hand, continued to record an
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increased solvency surplus. Combined
gross premiums for the insurance industry
grew by 4.6 percent in 2008, and this is
attributed to local insurers providing
affordable insurance coverage.

Mr Reddy went on to say that the Reserve
Bank continued to hold prudential
consultations in 2008 with the licensed
insurers and brokers. The Insurance
Taskforce with representatives of the
insurance industry and the Reserve Bank
was re-activated in 2008, in which
relevant issues to the industry were
discussed and necessary actions taken.

According to Mr Reddy the insurance
industry envisages yet another challenging
year in 2009. He hopes that the insurance
industry will carefully manage the various
insurance risks, remain solvent and
maintain and increase  operational
efficiency so that there is little or no
upward pressure on domestic premiums.
This will assist in the economic recovery
of Fiji in these challenging economic
times.

The Reserve Bank will continue to closely
liaise with the industry on issues of mutual
interest with regard to developing
regulations and policies for the effective
supervision of the insurance industry in
Fiji.
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For the Record

ADMINISTRATION OF THE CMDA ACT

Statement by the Governor of the Reserve Bank of Fiji, 18 August 2009

The Prime Minister and Minister for
Finance, Commodore Voreqe
Bainimarama has announced that with
effect from 13th August, 2009 the
administration of the Capital Markets
Development Authority (CMDA) Act will
transfer to the Reserve Bank of Fiji (RBF).

The Governor of the Reserve Bank, Mr
Sada Reddy, welcomed the move saying
that this will consolidate the supervision
and regulation of the financial system of
Fiji and bring about greater efficiency and
effectiveness in the operations of the
CMDA. He said it made sense to bring the
CMDA under the RBF. Apart from
reducing the cost of operations, this will
enhance the professional support and the
institutional strength to the fledgling
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operations of CMDA.

Mr Reddy said it will take some time to
consolidate the operations of the
CMDA into the RBF but in the interim the
CMDA will continue to function normally
but report to the Reserve Bank Governor.
It is expected that a final move of staff to
the Reserve Bank will take place in
October.

Mr Reddy paid tribute to the current
Chairman, board members and
management of the CMDA for their
dedication and contribution to the CMDA
and for their capable stewardship of this
very important institution in developing,
supervising and regulating the capital
markets of Fiji.
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For the Record

NEW GUIDELINES TO FACILITATE CUSTOMERS’ ACCESS TO
FINANCIAL SERVICES

Statement by the Governor of the Reserve Bank of Fiji, 21 August 2009

The Financial Intelligence Unit (FIU) has
issued a new Guideline on how to identify
customers who  conduct  financial
transactions in Fiji. The guideline will be
used by financial institutions that are
covered under the Financial Transactions
Reporting (FTR) Act.

The Guideline puts in place
comprehensive requirements on
financial institutions to adequately identify
and verify their customers when they
establish a business relationship, open
bank account or conduct financial
transactions.

Mr. Razim Buksh, Director of the FIU
said that these requirements are put in
place to safeguard our financial system
from misuse by money launderers and
other criminals.

Financial institutions may now use the
new Guideline and apply the customer
identification measures on a risk based
approach. This is to ensure that the
customer identification procedures are not
stringently applied “across the board” for
all types of customers. Thus certain low
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risk customers may be subjected to less
stringent procedures for identification by a
financial institution whereas those
customers that pose greater risk to money
laundering and fraudulent activities will be
subject to enhanced level of scrutiny.

Mr. Buksh said that low risk customers
such as rural dwellers, farmers, micro-
finance industry, students, senior citizens
will now be able to seek financial services
with less difficulty with only certain
minimum ID documents.

The Guideline will enable financial
institutions to meet the requirements of the
FTR Act without hindering access to
financial services by the ordinary citizens.
Mr. Buksh said that this will also facilitate
personal savings and will encourage
participation in micro-finance activities in
Fiji.

The Guideline can be accessed using the

following link:

http://www fijifiu.gov.fj/docs/Guideline %
204_Customer%20Due%?20Diligence %20
Aug%?202009.pdf
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For the Record

TRANSFER OF THE ADMINISTRATION OF THE CMDA ACT TO THE
RESERVE BANK OF FI1JI

Statement by the Governor of the Reserve Bank of Fiji, 25 August 2009

The Prime Minister and Minister for
Finance, Commodore Voreqe
Bainimarama announced that with effect
from 13 August, 2009 the administration
of the Capital Markets Development
Authority (CMDA) Act has been
transferred to the Reserve Bank of Fiji
(RBF). This is part of the Government’s
ongoing review of the Financial Services
Sector in Fiji and the overall and
continuing reform of the public sector to
bring about greater efficiency and cost
savings.

The CMDA was established under the
CMDA Act 1996 and commenced
operations in 1998. It was hoped that the
capital markets would grow sufficiently so
that the industry would be able to support
bulk of the operating costs of the CMDA.
However, this has not happened and the
cost of operations kept on escalating and
was expected to reach almost $1.6 million
by 2010. The total operating and capital
expenditure was expected to increase by
95 percent this year to $1.3 million and the
operating expenditure was budgeted to
increase by 32 percent to $800,000. This
type of cost escalation was difficult to
sustain.

With the tight financial position of the
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Government and the need to maintain low
transaction costs for the financial
intermediaries in the capital markets it
became necessary to make a major change
in the operations of the CMDA. This led
to the decision by the Government to
merge the CMDA operations into the
RBF. It is expected that with the merger
the operating costs of the CMDA will be
reduced by 50 percent or more
immediately.

The operations of the CMDA will be
consolidated into the RBF. In the interim,
the CMDA will continue to function
normally but report to the Reserve Bank
Governor. Ms Wati Seeto has been
appointed Officer-in-Charge in the interim
until a final move of staff to the Reserve
Bank takes place by end October.

Governor of the Reserve Bank of Fiji, Mr.
Reddy said, “The experience and expertise
of the RBF in the financial sector
supervision, regulation and development
will enhance the work done to date by the
CMDA. Over the coming months, some
supervision and regulation processes will
be reviewed. Most of the staff of the
CMDA will be absorbed in other parts of
the Bank on their existing terms and
conditions.”
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For the Record

FINANCIAL INTELLIGENCE UNIT ANNUAL REPORT 2008

Statement by the Governor of the Reserve Bank of Fiji, 26 August 2009

The Financial Intelligence Unit (FIU)
released its 2008 Annual Report today.
The report notes key achievements and
performance of the FIU for 2008.

The FIU is responsible for administering
and enforcing the Financial Transactions
Reporting (FTR) Act, which is the primary
legislation for preventing and detecting
money laundering and other criminal
activities in Fiji.

The Director of the FIU, Mr. Razim Buksh
said that the FIU’s main focus in 2008 was
to work with the private sector and
relevant ~ government  agencies  to
implement the various requirements of the
FTR Act.

The FIU received 479 suspicious
transaction reports from banks as well as
from non-bank financial institution from
all across Fiji. The FIU disseminated over
200 intelligence reports to relevant law
enforcement authorities, the most number
being to FIRCA for suspected tax evasion
cases and to the Fiji Police Force for
suspected money laundering and proceeds
of crime cases.

The FIU continued to provide assistance
to Government agencies to conduct
background checks and during 2008 the
FIU conducted checks on 61 entities and
120 individuals.

The FIU received over 133,000 cash
transaction and electronic funds transfer
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transaction reports for the year 2008. Mr.
Buksh said that the introduction of these
two transaction reporting provisions in
2008 further strengthened Fiji’s efforts to
combat money laundering and terrorist
financing.

Mr. Buksh said that local financial
institutions devoted substantial resources
in 2008 into implementing the FTR Act’s
many requirements, adding that these key
initiatives were made possible by the
strong effort put in by local financial
institutions and businesses that are
covered under the FTR Act and other
relevant stakeholders.

Other key achievements for the FIU in
2008 were:

1. The establishment of the National
Anti-Money  Laundering  Council
which is responsible for coordinating
national efforts to combat money
laundering and to advise Government
on policies and strategies to prevent or
detect money laundering;

2. The introduction of the FIU’s on-
line secure electronic reporting and
data management system which assists
the FIU in collecting and analyzing
huge amounts of financial transaction
data.

3. Signing of Memorandum  of
Agreements with three partner
agencies namely the Fiji Police Force,
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the Fiji Islands Trade and Investment
Bureau and the Ministry of Justice.
These MOAs have further
strengthened the networking and
exchange of information between
these agencies.

Border currency reporting requirement
was also introduced in early 2008 that
requires travelers into and out of Fiji, to
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declare to if they are carrying currency of
$10,000 or above or its equivalent in
foreign currency. The Fiji Islands Revenue
& Customs Authority partnered with the
FIU in introducing this requirement and a
total of 198 reports were made by travelers
in 2008.

The FIU is administered and fully funded
by the Reserve Bank of Fiji.
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For the Record

RBF BOARD ANNOUNCES REMOVAL OF CREDIT CEILING

Statement by the Governor of the Reserve Bank of Fiji, 31 August 2009

Mr. Sada Reddy, the Governor and the
Chairman of the Board announced today
that, “The Reserve Bank Board met on 27
August and decided to remove the credit
ceiling put in place on banks in December
2006. This will be effective from 1
September 2009.”

According to the Governor, “The credit
ceiling was implemented in December
2006 to prevent any capital flight in light
of the political developments. As foreign
reserves have now improved to
comfortable levels, the Board decided to
remove the credit ceiling and assist with
the recovery of the economy. However,
the guidelines given to commercial banks
with respect to priority sectors will remain
in place and we ask the banks to strictly
comply with these. The Reserve Bank will
be monitoring commercial banks’ lending
to these sectors closely. As much as
possible the financing of luxury imports is
to be discouraged.”

On the domestic economy, Governor
Reddy noted that “sectoral performances
were mixed. While consumer spending
was subdued there is cautious optimism of
a pickup in the remaining months of the
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year, particularly for tourism and
investment-related  activity.  This is
consistent with the gradual global
recovery supported by a favourable
exchange rate and other fiscal and
monetary policies. Mr Reddy remarked
that, “The pickup in domestic activity
should strengthen next year. Investment
sentiments also appear to be improving.”

“Foreign reserves are currently around
$920 million. Liquidity in the banking
system is buoyant at around $260 million.
The commercial banks’ average lending
rate which has been gradually falling in
recent months declined further in July to
7.777 percent from 7.96 percent a month
ago. These easings in monetary
conditions, as well as the removal of the
credit ceiling, should support economic
recovery as we move forward.”

Consumer prices rose over the year by 2.2
percent in July, compared to 2.3 percent in
June. Governor Reddy highlighted that the
lower inflation in July was a result of
much lower prices of energy-related items
relative to 2008, which have offset to a
large degree the recent price increases in
other items.
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GOVERNOR REDDY’S ADDRESS TO PACIFIC CREDIT UNION
TECHNICAL CONGRESS

Statement by the Governor of the Reserve Bank of Fiji, 16 September 2009

The Governor of the Reserve Bank of Fiji,
Mr. Sada Reddy addressed the 2nd Pacific
Credit Union Technical Congress and
officially opened the event on 15
September 2009 at Nadi. The Congress
which is being held from 14-17 September
is hosted by the Credit Union Foundation
of Australia, the World Council of Credit
Unions and the Fiji Credit Union League.

Mr. Reddy highlighted that the global
financial crisis had brought to the
forefront the issue of failure in the
governance oversight functions and risk
management. The governance oversight
functions practically failed in not
proactively detecting what was happening.
Financial institutions continued to accept
risks well above their required risk margin
given their resources. Credit unions, like
banks and other financial intermediaries
are not immune to risks. Governor Reddy
added that, “If the credit movement is
sizeable, it can have destabilising effects
on the financial system. It is for these
reasons that some countries have allowed
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for legislation of licensing and supervision
of credit unions with the central bank of
the country”. The Governor informed the
Congress that, “the Reserve Bank of Fiji
will shortly be carrying out a study to find
out what needs to be done to improve
governance standards of credit unions in
Fiji. This will also involve a thorough
review of the Fiji Credit Union Act. This
review is also expected to make
recommendations to the Fiji Government
on the appropriate licensing and
supervision arrangements for credit unions
in Fiji”.

Governor Reddy acknowledged the vital
role played by credit unions movements in
meeting the needs of our people. He also
indicated that credit unions need to be
innovative in diversifying products and
use of technology. Mr. Reddy said that the
Reserve Bank will partner with the credit
unions to  outreach  microfinance
development to this sector of our
populations so as to make a positive
impact on the lives of our people.
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FLJI’S FOREIGN RESERVES HIT A RECORD F$1 BILLION PLUS

Statement by the Governor of the Reserve Bank of Fiji, 23 September 2009

The Governor of the Reserve Bank, Mr
Sada Reddy, announced today that Fiji’s
foreign  reserves reached a new
milestone of F$1.0 billion as at 22
September 2009.

Governor Reddy said that the current level
of foreign reserves now equates to around
3 to 4 months of imports (goods and non-
factor  services). “This was an
extraordinary achievement as 6 months
ago foreign reserves fell to a critical level
of around 1 month of import cover”,
added Mr. Reddy.

He attributed the strong recovery in the
foreign reserves to the measures put in
place by the Bank in mid-April 2009
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which had an immediate impact.

Mr Reddy expressed satisfaction that the
level of reserves had reached a
comfortable position which  would
engender more confidence in the economy
and financial system.

However, Governor Reddy reiterated that
given the risks to small open economies
such as Fiji, it is important that we
continue to put in measures to buffer the
foreign reserve. In this regard, he said the
RBF will in future benchmark foreign
reserves import cover to 5 months rather
than 3 months as in the past. He said given
the experiences of the past, the 3 months
import cover is inadequate for Fiji.
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APPOINTMENT OF DEPUTY GOVERNOR

Statement by the Governor of the Reserve Bank of Fiji, 25 September 2009

The Reserve Bank Board in its meeting on
24 September, 2009, approved the
appointment of Mr Barry Whiteside as the
Deputy Governor from 1 October 2009.

In  considering the appointment, the
Board, among other things, took into
account Mr  Whiteside’s extensive
experience and knowledge across all areas
of the Bank.

Mr Whiteside is a career central banker
and has served the Bank for 33 years,
holding various senior positions since
1989.

He first joined the Bank in 1976 as an
Assistant  Research  Officer in the
Economics Group (previously known as
the Research Department) and worked his
way through the grades before becoming
head of the Group in 1991. Just prior to
being named as Research Director in
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1991, Mr Whiteside spent two years at
senior level in the Operations and
International areas of the Bank. He then
assumed the role of Chief Manager
(Financial Markets) in April 1998, where
one of his primary responsibilities was the
management of Fiji’s foreign reserves. In
2002, he took on the role of the Chief
Manager (Currency and Corporate
Services) before moving across to the
supervision of banks and other licensed
financial institutions as Chief Manager
(Financial Institutions) in 2004.

Mr Whiteside has acted as Deputy
Governor for nearly 6 months last year
and for much of this year.

Mr Whiteside holds a Bachelor of Arts
(Economics/Administration) degree from
the University of the South Pacific and a
Master of Arts degree (Economics) from
Simon Frazer University, Canada.
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SENIOR ADVISOR AT THE RESERVE BANK OF FIJI

Statement by the Governor of the Reserve Bank of Fiji, 2 October 2009

The Reserve Bank of Fiji has
announced the executive appointment
of Mr. Inia Naiyaga as Senior Advisor to
the Governors’ Office on 1 September
2009. Apart from his advisory role, Mr.
Naiyaga will also have oversight of the
Financial Institutions Group; Financial
System Development and Compliance
Group.

He was educated at Ratu Sir Lala Sukuna
Memorial where he was the dux of the
school. He obtained his Bachelor of Arts
degree in Accounting from the University
of the South Pacific. He is chartered
accountant by profession. Mr. Naiyaga has
worked on Government Committees
regarding national issues like Anti Money
Laundering and Y2K. He was a past
President and served on the Executive
Council of the Fiji Institute of
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Accountants.

Mr. Naiyaga joined the Reserve Bank of
Fiji in 1974. He has held managerial
positions in the Bank as Internal Auditor
and Manager Exchange Control. In 1989,
he was promoted to Chief Manager
(Exchange Control) and has held a number
of senior executive roles since then as
Chief Manager (Financial Institutions),
General Manager (International) and
Senior General Manager (Supervision,
Banking and Corporate Services).

Mr. Naiyaga recently returned to the
Reserve Bank of Fiji after a five year
secondment to the National Reserve Bank
of Tonga as its Deputy Governor. Mr
Naiyaga is a career central banker with
nearly 35 years experience of which 20
years is at senior management level.
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THE FINANCIAL INTELLIGENCE UNIT SIGNS MEMORANDUM OF
AGREEMENT WITH THE LAND TRANSPORT AUTHORITY

Statement by the Governor of the Reserve Bank of Fiji, 5 October 2009

The Financial Intelligence Unit (FIU) has
signed a Memorandum of Agreement
(MOA) today with the Land Transport
Authority (LTA).

This is the 6th MOA that the FIU has
signed since it was established in 2006.
The MOA will strengthen the FIU’s
growing network with law enforcement,
regulatory and licensing agencies in Fiji.

LTA joins the network that includes the
Immigration Department, the Fiji Islands
Revenue and Customs Authority, Fiji
Police Force, the Fiji Islands Trade and
Investment Bureau and the Ministry of
Justice.

The MOA will ensure timely exchanges
and sharing of intelligence and
information between the FIU and the
LTA.

Mr. Razim Buksh, Director of the FIU
said that the addition of the LTA into the
FIU intelligence network would greatly
improve the intelligence that the FIU
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develops, and allow the FIU to conduct
more  comprehensive  profiling  of
individuals or parties under investigation
for serious crimes. Mr Buksh stresses that
the strong inter-agency coordination are
the key to combating today’s ever-
changing criminal environment.

Mr. Etuate Koroi, the Chief Executive
Officer of the LTA, was happy with the
signing of the MOA saying that MOA
would help the LTA to “crack-down”
traffic offenders. He adds that with the
help of the FIU and other government
agencies, the LTA would ensure that
traffic offenders would never get away
from the law. Mr Koroi said that the LTA
is looking forward to working more
closely with government agencies such as
the FIU.

The Financial Transactions Report Act
enables the FIU to enter into such
arrangements and agreements  with
government agencies to detect, investigate
and prosecute serious crimes such as
money laundering activities in Fiji.
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RESERVE BANK INCREASES STATUTORY RESERVE DEPOSIT
REQUIREMENT FOR COMMERCIAL BANKS IN F1JI

Statement by the Governor of the Reserve Bank of Fiji, 6 November 2009

The Reserve Bank of Fiji Board approved
at its meeting of 29 October 2009 to
increase the Statutory Reserve Deposit
requirement to 7 percent.

All licensed commercial banks in Fiji are
required under Section 40 of the Reserve
Bank Act to hold a proportion of their
deposits and similar liabilities with the
Reserve Bank. This requirement is known
as the Statutory Reserve Deposit (SRD).

The SRD currently stands at 5 percent.
Effective from 07 December 2009, the
SRD requirement will be increased to 7
percent.

The Governor of the Reserve Bank of Fiji,
Mr. Sada Reddy, noted that there has been
a significant build-up in system liquidity
since April 2009. “The amount of liquidity
in the banking system has been on an
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upward trend, rising significantly in the
September quarter by around $170 million
to around $350 million from levels of
below $30 million in early April.”

Raising the SRD is expected to
supplement recent measures taken by the
Bank to ensure that liquidity in the
banking system 1is maintained at an
acceptable level while safeguarding Fiji’s
foreign reserves. With bank liquidity
expected to remain above $200 million,
the Governor said this should not put any
upward pressure on interest rates. Mr.
Reddy urged banks to utilise the ample
funds available, to lend to priority sectors
which will support growth, exports and
investment.

The Reserve Bank will continue to
monitor the situation closely and introduce
further measures when necessary.






