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Our Vision

Leading Fiji to Economic Success

: Our Mission

Conduct monetary policy to foster sustainable and inclusive
economic growth

Promote an internationally reputable financial system

Play an influential role in the development of the economy

‘Provide proactive and sound advice to Government

Disseminate timely and quality information to stakeholders
Enhance operational efficiency through innovation and risk
management and

Develop, empower and retain a professional team
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Our Values

¢ Professionalism in the execution of our

duties
¢ Respect for each other
¢ Integrity in our dealings

e Dynamism in our operations and

e Excellence in everything
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LETTER TO THE MINISTER

RESERVE BANK OF FI1JI

Governor

Our Reference: D20/4727

Your Reference:
25 September 2020

Honourable Aiyaz Sayed-Khaiyum
Minister for Economy

Ministry of Economy

Ro Lalabalavu House

Victoria Parade

SUVA

Dear Sir

Re: Reserve Bank of Fiji Annual Report and Accounts for the financial vear ended 31
July 2020

In terms of section 56(1) of the Reserve Bank of Fiji Act 1983 and on behalf of the Reserve Bank
of Fiji, I submit the following:

@) A copy of the RBF Annual Accounts for the year ended 31 July 2020 certified by the
Auditors and

(i) A report on the RBF’s Operations for the 2019-2020 financial year.

Yours faithfully
@Anﬂl VA
Ariff Ali
Governor
Private Mail Bag, Suva, Fiji Tel: (679) 331 3611 Fax: (679) 330 4363 Email: info@rbf.gov.fj Website: www.rbf.gov.fj

2 Reserve Bank of Fiji Annual Report



OUR FUNCTIONS

The Reserve Bank of Fiji (RBF)' is the central bank of the Republic of Fiji established in 1984
through an Act of Parliament - the RBF Act of 1983.

Article 153(2) of the 2013 Constitution states that “in pursuing
its primary objects, the Reserve Bank of Fiji must perform its
functions independently and without fear, favour or prejudice
but there must be regular consultation between the Reserve
Bank of Fiji and the Minister responsible for finance?.”

Monetary Stability

Under section 4(b) of the RBF Act (1983), the Bank is required
to promote monetary stability through low and stable inflation
and to maintain an adequate level of foreign reserves. The
Bank undertakes this responsibility through the formulation and
implementation of monetary policy. Policy tools include the
Overnight Policy Rate (OPR), Open Market Operations (OMO),
Statutory Reserve Deposits (SRD), including other direct and
indirect tools which have been used at various times.

In managing the country’s foreign reserves, the Reserve Bank
also administers exchange control policies under the Exchange
Control Act (1952).

Financial Stability

Under section 4(c) of the RBF Act (1983), the Bank is
mandated to promote a sound financial structure. In
undertaking this function, the Bank licenses and supervises
banking, insurance, superannuation and capital markets
institutions, as well as foreign exchange dealers.

The supervised institutions must comply with relevant
legislative requirements, as well as prudential policies and
guidelines issued by the Reserve Bank.

As part of its mandate to ensure financial stability, the Bank
identifies and takes steps to mitigate and counter growing
risks in individual institutions and the financial system. In this
regard, macroprudential supervision has been established to
ensure systemic stability. The Bank’s supervisory role also
includes activities to combat money laundering and terrorist
financing as mandated under the Financial Transactions
Reporting (FTR) Act (2004) and the FTR Regulations (2007).

The Reserve Bank acts as banker for Government as well
as commercial banks and provides payment and settlement
services through FIJICLEAR. This is administered under the

Payment and Settlement Systems Oversight Regulations
(2004). The authority for the Bank to supervise the capital
markets industry is provided under the Companies Act (2015),
which also covers the administration of takeovers; regulation
of securities exchanges & central depository; regulation of
securities and industry licences; transactions involving listed
securities; capital raising; debentures; managed investment
schemes, insider trading; offences and investigations and
information gathering.

The Fair Reporting of Credit Act (2016) places specific
responsibilities with the Reserve Bank to register, license
and regulate credit reporting agencies, credit information
providers and credit report recipients as well as to maintain
proper standards of conduct and acceptable credit reporting
practices.

Currency Management
Under section 22(1) of the RBF Act, the Bank has the sole
right to issue currency in Fiji.

The Reserve Bank is the sole entity responsible for the printing
of notes, minting of coins and the destruction and disposal of
used and unserviceable notes and coins. The Reserve Bank
also determines the denominational structure, design, content,
material and composition of Fiji's currency, subject to the
approval of the Minister for Economy.

Financial System Development

The Bank also undertakes development work for the financial
industry which includes driving financial inclusion activities,
capital market developments, improving micro, small and
medium enterprise (MSME) access to finance and overseeing
the complaints management process in all supervised entities.

Under the Personal Property Securities Regulations 2019,
the Reserve Bank is designated as the Registrar of the Fiji
Personal Property Securities Registry (FPPSR).

Other

The Bank provides banking, registry and foreign exchange
services to Government and is a lender of last resort to the
commercial banks. Policy advice is offered to the Government
through participation in various committees and on request.

" Hereinafter, the Reserve Bank of Fiji, RBF or the Bank may be used interchangeably when making reference to the institution.

2 This position is now referred to as the Minister for Economy.
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GOVERNOR'S FOREWORD

The 2019-20 financial year (FY) was a profound one for the Reserve Bank of Fiji that not
only brought with it new experiences and challenges to monetary policy formulation,
but was also unparalleled in terms of the domestic impact of the COVID-19 pandemic.
The first half of the FY was marked by the synchronised global slowdown, triggered by
the US-China trade tensions, whilst the second half was even more challenging with the
breakout of the Coronavirus across the globe.

Many countries implemented containment measures While Fiji managed to avoid a large-scale outbreak of the
through various restrictions such as lockdowns, social coronavirus, our heavy reliance on tourism exacerbated
distancing and closure of borders, causing disruptions to its negative economic ramifications. As the pandemic
travel, production, trade and the global economy on an took hold, tourism activity dwindled and eventually
unprecedented scale. Consequently, the global economy collapsed, triggering a negative knock-on effect on other
is expected to shrink by 4.4 percent® in 2020 - the major sectors of the economy. Following a 0.4 percent
sharpest contraction since the Great Depression of the decline in 2019, the Fijian economy is forecast to further
1930s. contract by a record 21.7 percent this year given the halt

3 October 2020 IMF World Economic Outlook (WEO).
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in international visitor arrivals, suppressed foreign demand
and associated fall in incomes for households, businesses
and the Government.

In its efforts to maintain macroeconomic and financial
stability, the Bank introduced several response measures
during the FY. As an initial response, the RBF on 18
March 2020, reduced its OPR by 25 basis points (op)

to stimulate demand by lowering the cost of borrowing
and supporting consumption and investment. The RBF
also injected additional liquidity into the financial system
through its quantitative easing measures. Funding for the
Import Substitution and Export Finance Facility (ISEFF)
was increased by $100 million to $300 million. Similarly,
the allocation for the recalibrated and renamed Disaster
Rehabilitation and Containment Facility (DRCF) was
raised to $100 million from $40 million. These facilities are
targeted at assisting businesses to access concessional
finance through their respective bankers during the crisis
period.

External stability was a key consideration as it became
clear that the crisis would be prolonged. The RBF moved
swiftly on this front by tightening exchange control

measures to prevent capital flight and speculative activities.

Furthermore, the RBF invested $300 million in Government
bonds between March and July 2020 to support
Government revenue and ensure the continued functioning
of Government operations. Mindful that the persistence of
the crisis will drastically reduce fiscal revenue, the statutory
limit of the RBF’s exposure to Government and statutory
corporations was raised from 30 percent to 50 percent of
the average total revenue of the Government for the past
three years.

Through these measures and other policy initiatives, the
Bank’s twin monetary policy objectives of low inflation
and an adequate level of foreign reserves remained intact
during the FY. In July 2020, inflation was -1.6 percent
while foreign reserves stood at $2.1 billion, sufficient to
cover 7.7 months of retained imports.

Supervision of licensed financial institutions (LFl) intensified
due to the pandemic. The Bank impressed upon
supervised entities the importance of business continuity

planning and issued supervisory guidance, reinforcing the
need to ensure adequate risk management during the
pandemic. This included the review of Business Continuity
Planning tests, controls for remote work in consideration of
cybersecurity risk and infection control. Commercial banks
and credit institutions were also issued with supervisory
guidance regarding the prudential treatment and reporting
of relief measures provided to customers.

Following the launch of the RBF's new Strategic Plan in
August 2019, the Bank's focus was on the progressive
implementation of the strategic priorities for the next five
years, which were aligned to annual work plans. The
inclusion of an additional mission — enhance operational
efficiency through innovation and risk management —
proved to be timely. Innovation is now more relevant than
ever to drive the Bank’s work processes. The benefits of
the Bank’s ongoing digitisation of work processes, and
resilience against risk and cybersecurity threats, were
quite evident during the lockdown, whereby 60 percent of
the Bank’s employees worked from home and continued
to deliver on essential services via remote access to the
corporate network.

In its continued efforts to develop Fiji’'s financial system,
the Bank launched the FinTech Regulatory Sandbox
Guideline in December 2019, a framework which aims to
foster the responsible development of innovative solutions
in Fiji’s financial sector. This initiative provides a creative
and safe space that facilitates controlled live tests of

new financial products and services before commercial
deployment. Such financial technology continues to play
a transformative role in broadening access to essential
financial services. Further collaborative efforts with the
Pacific Islands Regional Initiative (PIRI) and the Alliance for
Financial Inclusion (AFl) led to a consultative forum hosted
by the RBF during the FY for key stakeholders towards
the development of the world’s first Regional Regulatory
Sandbox.

Despite the challenging global economic, financial and
substantially low interest rate environment, the Reserve
Bank reported a net profit of $30.1 million, slightly higher
than the $28.9 million recorded in the preceding financial
year. A transfer of $31.8 million was made to Government,
which accounts for $1.0 million transfer to the General

Reserve Bank of Fiji Annual Report
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GOVERNOR'S FOREWORD (confinued)

Reserve Account and inclusive of $2.7 million being
one-fifth of the Revaluation Reserve Account, as required
under section 34(3) of the RBF Act. The profit outturn was
underpinned by a reduction in total operating cost which
more-than offset the lower interest income.

The RBF remains committed to delivering its statutory
responsibilities to all stakeholders, including the wider
community and the environment, as part of its corporate
social responsibility. The RBF continues to actively engage
the community, both at the local and national level. A
meaningful involvement of the Bank in this regard included
creating awareness through its financial literacy programme
in the iTaukei language by hosting the Noda i Lavo
television programme which recorded its fourth season in
2019.

Looking ahead, global risks and policy uncertainties
remain elevated. The pandemic is a unique crisis that will
undoubtedly have implications on the domestic economy
in the next financial year and beyond. While we have noted
some improvements in the economy over the last couple
of months, we are still a long way from pre-COVID levels.
Against this backdrop, the Reserve Bank will continue to
vigilantly monitor economic and financial developments and
align monetary policy accordingly. The focus over the next
few months is on supporting the domestic economy and
preserving financial sector stability.

Reserve Bank of Fiji Annual Report

On a positive note, the Bank looks forward to celebrating
Fiji's 50" year of independence in October 2020 and will be
unveiling some unique and specially designed currency.

The Reserve Bank maintained its collaborative efforts
during the FY despite the challenging economic conditions.
This included meeting with key industry stakeholders,
implementing policy initiatives, particularly in the area of
providing relief during the pandemic through our response
measures, disaster risk financing, inclusive insurance,
payment systems reform, review of the Insurance Act and
continued strengthening of research.

Finally, | extend my sincere appreciation to the Board of
Directors, Management and external stakeholders for their
continuous support and guidance throughout the FY and
Team RBEF for their dedication and commitment.

| assure all our stakeholders, especially all Fijians that the
Board, Management and staff of the Reserve Bank will
continue to uphold our values and strive diligently towards
meeting our mandate in the coming financial year.

Ariff Ali
Governor and Chairman of the Board
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Currency and
Corporate

Services

Economics

Financial
Institutions

Governor’s
Office
and Board

Financial Markets

Financial System
Development

Risk Management
and
Communications

Currency, accounting, human
resources, information technology,
general services, records management,
corporate projects, property
management and security.

Economic analysis and research,
monetary and macroeconomic policy,
publications, forecasting, financial and
economic statistics.

Financial system supervision, prudential
supervision policies, licensing and
examination of supervised institutions,
including credit reporting agencies and
capital markets supervision.

Provide advice to the Governors

on economic, financial and other
Bank policies including staff
contractual related matters, corporate
communications, domestic and
international liaison and board and
Bank secretariat services.

Exchange rates, foreign reserves
management, foreign exchange
dealing, market monitoring, exchange
control, export proceeds monitoring,
open market operations, securities
registry and liquidity forecasting.

Financial Inclusion, payment and
settlements, financial system
development, complaints and
consumer protection, financial literacy
and development policy.

Risk management, business continuity,
corporate communications and liaison,
assurance, legal, middle office, library
and strategic/corporate planning.
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RESERVE BANK OF FIJI'S
RESPONSE MEASURES TO COVID-19

The Reserve Bank implemented the following response measures to boost the economy
by supporting businesses and individuals and assist in the recovery from the effects of
COVID-19.

Reduced the OPR by 25 basis points to 0.25 percent on March 18, 2020 to help stimulate
demand by reducing the cost of borrowing and support consumption and investment.

The interest rate corridor was also lowered on both sides of the OPR. Effectively, the interest
rate at which commercial banks may borrow from the RBF under the Repurchase facility has
fallen to 0.50 percent from 1.00 percent while the deposit rate at which banks would earn
interest on deposits held at RBF, remains at zero percent.

Engaged in a number of quantitative easing measures, thereby pumping additional liquidity
into the financial system. The Natural Disaster Rehabilitation Facility was recalibrated to
cover pandemics and renamed to DRCF with an increased allocation to $100 million. This
means that financial institutions could borrow from the RBF at interest rate of 1.0 percent and
then on-lend to businesses which were affected by the COVID-19 pandemic at a maximum
interest rate of 5.0 percent.

Approved an additional $100 million into the financial system through the ISEFF. Under this
facility, businesses involved in exports and import substitution could access finance from
financial institutions at a maximum rate of 5.0 percent.

In line with its accomodative monetary policy stance and to support lower interest rates for
businesses and consumers, the RBF invested $300 million in Government bonds between
March and July 2020. Given the projected fall in Government revenue, the RBF Act was
amended to allow the exposure limit of the RBF to Government and statutory corporations
to be increased from 30 percent to 50 percent of the average total revenue for the past three
years.

Provided guidance on the prudential classification of loans on repayment moratoriums and
the provisioning treatment of COVID-19 loans. The RBF continuously monitors the FNPF in
light of the COVID-19 assistance provided, in order to ensure the sustainability of the Fund
and the adequacy of members’ funds for future needs.

Tightened exchange control policies as a way of curtailing sudden or large outflows in foreign
reserves and protecting the balance of payments position. Foreign reserves have remained
adequate so far into the year, an objective that the Bank closely monitors.

By providing liquidity, the RBF aims to reinforce the bank lending channel to encourage
commercial banks to maintain their lending to the real economy. As a result of these actions,
liquidity in the system remains at ample levels, totalling $765.2 million at the end of the
financial year.

Reserve Bank of Fiji Annual Report 9
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Makereta Konrote Ariff Ali

Permanent Secretary,
Ministry of Economy
(Ex-officio)

Appointed to the Board on 11
January 2016. Board Director of
the Fiji National Provident Fund
(FNPF) and Fiji Revenue and
Customs Service (FRCS). Member
of RBF’s Board Audit and Risk
Committee (BARC) and Member
of the Macroeconomic Committee
(MC). Alternate Governor for Fiji
at the World Bank and the Asian
Infrastructure Investment Bank.
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Governor and
Chairman of the Board

Appointed as Governor with effect
from 11 September 2017 for five
years. Alternate Governor for Fiji at
the International Monetary Fund (IMF)
and the Asian Development Bank
(ADB). Chairman of the Monetary
Policy Committee. Chairman of

the MC. Chairman of the Capital
Markets Advisory and Development
Taskforce (CMADT). Chairman of
the National Financial Inclusion
Taskforce. Chairman of the

Secured Transactions Taskforce.
Chairman of the Government Tender
Board. Chairman of the Accident
Compensation Commission Fiji.
Chairman of the Fiji Roads Authority.
Board Director of the FRCS. Member
of the Council of the Fiji Institute of
Bankers and the National Anti-Money
Laundering (AML) Council.

Pradeep Patel

Director

Appointed to the Board on 9 June
2014. Reappointed on 8 June
2020 for one year. Chairman of

the RBF's BARC and Member of the
RBF’s Board Governance Committee
(BGC). Senior Partner of BDO,
Chartered Accountants. Member of
the Fiji Institute of Accountants (FIA),
Certified Practising Accountants
Australia and Australian Institute of
Company Directors (AICD). Member
of the CMADT. Former President

of the FIA and have served on
committees of the FIA, including the
Standards Committee and Business
& Government Committee.

Tevita Kuruvakadua

Director

Appointed to the Board on 9 June
2014. Reappointed on 8 June 2020
for one year. Chairman of the RBF's
BGC. Member of the RBF’s BARC.
Chief Executive Officer of the /Taukei
Land Trust Board. Board Member

of the Fiji Sugar Corporation Limited
(FSC), Energy Fiji Limited (EFL) and
Fiji Ports Terminal Limited.
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Tony Whitton (o

Director

Appointed to the Board on 3 March
2015 for three years. Reappointed
on 2 March 2018 for three

years. Member of the RBF’'s BGC.
Managing Director of the Rosie Travel
Group of Companies and Ahura
Resorts. Board Member of Fijian
Holdings Limited and Chairman of
Pacific Cement Limited. Served as
a Board Member of Tourism Fiji and
Former President of the Society of
Fiji Travel Associates. Member of
the AICD. Chairman and Trustee of
Cure Kids Fiji and the International
School Nadi. Trustee of the Koroipita
Model Towns Charitable Trust. In July
2019, Mr Whitton was awarded the
Officer of the Order of Fiji (OF) by his
Excellency the President of Fiji for
his distinguished service of a high
degree to Fiji and humanity.
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Lorraine Seeto  Praneel Prasad Peni Kunatuba

' Reverted to Chief Manager Currency and Corporate Services with effect from 1 April 2020. Prior to this, she was rotated as Chief Manager Risk Management and
Communications.

Confirmed as Chief Manager Financial System Development with effect from 9 January 2020.

Appointed as Acting Chief Manager Risk Management and Communications with effect from 1 April 2020. Prior to this, she was Manager Financial Conditions.
Served as Chief Manager Governor's Office up to 31 December 2019.

Acting as Chief Manager Currency and Corporate Service with effect from 1 April to 30 September 2019.

Acting as Chief Manager Currency and Corporate Service with effect from 1 October to 31 March 2020.
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CORPORATE GOVERNANCE

The RBF is established as an independent institution under the RBF Act (1983) and is
fully owned by the Government of Fiji. The functions and duties of the Reserve Bank are
specified in the RBF Act (1983), RBF Amendment Decree (2009), the Banking Act (1995),
the Insurance Act (1998), the Exchange Control Act (1952), the FTR Act (2004), Payment
and Settlement Systems Oversight Regulations (2004), the Fiji National Provident Fund Act

(2011), the Companies Act (2015) and the Fair Reporting of Credit Act (2016).

Article 153 of the 2013 Constitution of
the Republic of Fiji states as follows:

(1) The RBF is the central bank
of the State, whose primary
objects are: -

a) To protect the value of the
currency in the interest of
balanced and sustainable
economic growth;

b) To formulate monetary
policy;

c) To promote price stability;

d) To issue currency; and

e) To perform other functions
conferred to it by written
law.

(2) In pursuing its primary objects,
the RBF must perform its
functions independently
and without fear, favour, or
prejudice, but there must be
regular consultation between
the RBF and the Minister
responsible for Economy.

(8) The powers and functions of
the RBF are those customarily
exercised and performed by
central banks.

(4) The Governor of the Reserve
Bank shall be appointed by
the President on the advice
of the Constitutional Offices
Commission, following
consultation with the Minister
responsible for Economy.

(5) A written law must provide
for the composition, powers,
functions and operations of
the RBF.

4 Currently, there are 2 vacant positions at the Board level.
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(6) The RBF must deliver
quarterly and annual reports
to Parliament and any other
reports when required by law,
or requested by resolution.

The RBF’s performance is
documented in an Annual Report
and tabled in Parliament every year.
Under section 56(1) of the RBF Act,
the Annual Accounts and a Report
of Operations of the Bank must

be submitted to the Minister for
Economy within three months after
the end of the financial year.

Under the Insurance Act, the
Insurance Annual Report is published
annually on a calendar-year-basis and
must be submitted to the Minister for
Economy by 30 June of the following
year.

The Vision of the Bank is “Leading
Fiji to Economic Success” and is
supported by the Mission statements
and a set of Values.

The Governor

The Governor serves as the Bank’s
Chief Executive Officer and is
responsible to the Board for the
management of the Bank and the
execution of its policies. Mr Ariff Ali
was appointed as the Governor of the
Reserve Bank of Fiji with effect from
11 September 2017 for a term of

five years. He served as the Deputy

Governor with effect from 27 May
2014 and was later appointed as
acting Governor on 28 May 2017.

Board of Directors

The Reserve Bank Board comprises
the Governor, who serves as the
Chairman, the Permanent Secretary
for Economy, as an ex-officio
member and five* other non-
executive members, a total of seven.
Appointments to the Board are made
by the Minister for Economy, as
stipulated in the RBF Act. A Director
may be appointed for a period not
exceeding three years and is eligible
for re-appointment. Ms Makereta
Konrote, Permanent Secretary for
Economy, is an ex-officio member
appointed on 11 January 2016.
Other Board Directors holding office
as at 31 July 2020 were Mr Pradeep
Patel, Mr Tevita Kuruvakadua and Mr
Tony Whitton.

Board Meetings

Under the RBF Act, the Board is
required to meet at least ten times in
a year. Four Directors form a quorum
for a meeting of the Board. In the
absence of the Governor, the Deputy
Governor may participate in the Board
meetings and is entitled to exercise
avote. In addition, in the absence of
Governor, another Director present
shall be appointed by consensus to
chair the Board meeting.



Board meetings are usually held on
the last Thursday of each month.

On appointment to the Board, each
Director is required under the RBF
Act to sign a declaration to maintain
confidentiality in relation to the affairs
of the Board and the Reserve Bank.

The Board met 11 times during
the review period. Attendance by
members at meetings of the Board
and Board Committees is shown in
the table below.

Apart from the Deputy Governor,
other members of Executive
Management attend the Board
meetings, as required.

Board Committees

The RBF Board has two Committees
- the Audit and Risk Committee

and the Governance Committee,
which comprise non-executive
members. Decisions of the
Committees are submitted to the
Board for ratification. The Deputy
Governor attends meetings of both
the Committees on a regular basis as
the chief representative of the Bank’s
management. Other senior Bank

executives are also invited to these
meetings, as required.

The Board Audit and Risk Committee
monitors the adequacy of the audit
function in the Bank and assists the
Board in fulfilling the requirements of
the RBF Act in relation to the Bank’s
accounting and reporting practices.
In carrying its responsibilities, the
Committee reviews and monitors the
following functions:

e external and internal audit;

¢ risk management and business
continuity;

e statutory compliance; and

e internal accounting control.

The Board Audit and Risk Committee
is chaired by Mr Pradeep Patel with
Mr Tevita Kuruvakadua and Ms
Makereta Konrote as members. The
Committee met on four occasions
during the year.

The role of the Board Governance
Committee is to strengthen the
governance of the Bank and to
ensure the accountability of the Office
of the Governor to the Board. The
main functions of the Committee is to

Board and Board Committee Meetings August 2019-July 2020 Attendance by Members

Director Board Board Audit and Risk Board Governance Committee
Committee

Attended

Attended Eligible to
Attend
Ariff Al 1 1
Makereta Konrote 6 il
Pradeep Patel 1 1
Tevita Kuruvakadua 1 1

Tony Whitton 10 11
NM - Not a Member

Source: Reserve Bank of Fiji

Eligible to Attended Eligible to
Attend Attend
NM NM
0 4 1 1
4 4 5 5
4 4 5 5
NM 3 5

oversee compliance with the Bank’s
Corporate Governance Charter and
undertake the bi-annual performance
appraisal of the Governor and Deputy
Governor based on agreed key
performance indicators (KPI). Board
members who are not members of
the Board Governance Committee
are invited to assess the performance
of the Governors. In addition, all staff
related matters such as review of the
terms and conditions of employment
for staff and members of Executive
Management are reviewed and
approved by this Committee.

The Board Governance Committee

is chaired by Mr Tevita Kuruvakadua
and the members include Mr Pradeep
Patel and Mr Tony Whitton. The
Committee met five times during

the review period. Out of this, four
were normal meetings while a special
meeting was also convened.

For continuous improvement,

the Board undertakes an annual
assessment of its own performance
as well as that of its two Committees,
a process which has been in

place since 2013. The Executive
Management also provides a

11 RBF Board Meetings
during the financial year

Reserve Bank of Fiji Annual Report 1 3



performance assessment of the
Board Directors on an annual basis,
commencing in 2017.

Annual evaluations are also
conducted for the Bank'’s internal
and external auditors. Results of
the assessments are shared with
the internal and external auditors,
respectively.

Bank Management

The Executive Management of
the Reserve Bank comprises the
Governor, Deputy Governor and
all Head of Groups. The Governor
is advised by a number of internal
committees within the Bank: -

e the Executive Management
Committee meets fortnightly
to consider the management
and day-to-day operations of
the Bank;

e the Monetary Policy
Committee meets monthly,
or more often as necessary,
to discuss economic and
monetary developments;

e the Market Operations Policy
Committee meets monthly to
discuss the Bank’s domestic
markets operations;

e the Financial System Policy
Committee meets monthly
to review financial system
soundness and stability;

¢ the Investment Committee
meets monthly to provide
strategic direction and
oversight of the Bank’s foreign
investments;

e the Financial System
Development Policy
Committee meets monthly to
discuss the financial system
and developments in capital
markets, payment systems,
financial inclusion and
consumer issues including

1 4 Reserve Bank of Fiji Annual Report

complaints management;

e the Corporate Services Policy
Committee meets quarterly
to discuss matters relating to
internal services;

e the Currency Technical
Committee meets monthly
to discuss issues relating to
currency management and
numismatics;

¢ the Information Technology
Steering Committee meets
quarterly to discuss IT
development and operations;
and

* the Risk and Business
Continuity Management
Committee meets quarterly to
identify and assess risks and
their impact on the business of
the Bank, formulate effective
strategies to address these
risks as well as respond,
manage and recover from any
incident or crisis event faced
by the Bank.

The Governor (or in his absence, the
Deputy Governor) chairs all these
Committees.

Delegation of Authority

All activities and expenditure in

the Bank must be authorised in
accordance with the respective
delegations, policies and procedures.
The Board receives monthly financial
reports comparing the actual
outcomes against budget.

The Code of Conduct policy provides
guidance on compliance with ethical
standards.

The Declaration of Compliance,
signed annually by all staff, provides
assurance of understanding and
compliance with the Code of
Conduct, Delegation of Authority and
all internal policies of the Bank.

The Delegation of Authority is
updated regularly to ensure that it

is current and relevant. During the
review period, changes were made to
the Delegation of Authority amidst the
COVID-19 pandemic, for operations
with external counterparties to
continue during the lockdown period.

Conflict of Interest

As part of ensuring good governance
practices and providing transparency,
the Bank has in place policies and
procedures to guide and protect

staff and board members with
respect to incidents and concerns
around actual or perceived conflicts
of interest. These policies require
disclosure of any known and potential
conflicts of interest and requires

all representatives of the Bank to
conduct themselves with honesty and
integrity in all dealings in the course
of their work for the RBF, both within
and outside of the Bank.

The Bank maintains a Conflict

of Interest Policy and a Conflict

of Interest Register for its Board
Directors. Depending on the nature
of matters discussed and the conflict
declared, Directors may be excused
from the meeting.

On a quarterly basis, a report on

all conflicts of interest declared is
provided to the Board Governance
Committee. Directors are also
required to complete a Declaration
of Compliance at the end of the year.
The Declaration of Conflict of Interest
database is updated during the
course of the year by the Directors.

Strategic Plan

The Bank’s 2019-24 Strategic

Plan guides the achievement of
deliverables and initiatives of the Bank
in the next five years and from which
annual work plans are distilled. A
continued focus on excellence and
innovation in policy formulation and



analysis and operational efficiency,
underpins the Strategic Plan.

Monitoring tools have been developed
to ensure that there are regular
reviews of the plan and reporting to
the Board. A review of the progress

in implementation of the 2019-24
Strategic Plan is undertaken on a
quarterly basis.

During the first year of the 2019-24
Strategic Plan, the Bank met 93
percent of its planned outcomes
and targets. A few outputs were
reprioritised and shelved as a result
of COVID-19 cost and resource
rationalisation efforts.

Corporate Planning and
Monitoring

Corporate planning is undertaken
annually in the Bank. The Work

Plan is developed and presented in
line with the strategic priorities and
missions of the Bank. Every strategy,
output and process must identify with
a mission statement or focus area

of the strategic priority, which in turn

will contribute to the achievement of
the Vision of the Bank. Each mission
statement has a list of Key Result
Areas that aligns to individual KPls.

The initial formulation of the

Bank’s Work Plan for the new FY
commences in April. Extensive
discussions are held in preparing

the Annual Work Plan. Groups held
interactive planning workshops in
May and feedback was obtained from
mostly internal stakeholders, due

to the restrictions based on social
distancing, on suggested areas to be
considered by the Bank in preparing
its Annual Work Plan.

In resourcing the Annual Work Plan,
the Bank uses zero based budgeting
in determining the necessary financial
resources for the coming year, in line
with on the work plans submitted by
the Groups. Given the projections
for next year’s income, the Bank
carried out an extensive cost-cutting
exercise, especially in revisiting
operating expenditure as well as
reviewing any large capital expenses

that would be either brought forward
or re-scheduled for a later date. In
doing so, the Bank brought down its
operating expenditure by $1.8 million
when compared to the previous FY.

The final Annual Work Plan and
Budget for the 2020-21 financial year
were presented and approved by the
Board, in its June meeting.

In terms of monitoring, heads of
Groups are responsible for ensuring
that scheduled outcomes within both
the Strategic and Work Plans are
achieved. For the 2019-20 FY, some
reprioritisation of output were made
during the year as the Bank realigned
resources in the prevailing COVID-19
environment.
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Foreign Reserves

$2.1b

Sufficient to cover 7.7
months of retained imports,
July 2020

Reserve Bank’s
Financial Performance

$30.1m

Currency in Circulation

$870.7m

31 July 2020

Gross Assets of Fiji's
Financial System

$22.8b

June 2020
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banks, 4 credit institutions, 12
non-bank financial institutions, 4 car
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and 42 law firms
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ECONOMIC OVERVIEW

The COVID-19 pandemic and its containment measures combined with the on-going
geopolitical tensions, have significantly dented global growth prospects. Consequently,
the spillovers from the global meltdown will have significant negative implications on the
domestic economy, which is forecast to contract by 21.7 percent in 2020, the sharpest
contraction since independence.

International Economic
Developments

The IMF® expects the global economy
to contract by 4.4 percent in 2020,
following a growth of 2.8 percent in
2019. The global contraction is on
account of weak output anticipated in
advanced and emerging market and
developing economies as extended
containment measures relating to the
pandemic has severely restrained
private consumption and investment,
as well as disrupted international
trade and travel. Additionally, the
ongoing trade dispute between the
United States (US) and China has led
to more uncertainty over the global
outlook this year.

In 2021, the global economy is
forecast to rebound by 5.2 percent.

World Gross Domestic
Product (GDP) Growth Rates

5.2

Percent

-5 -4.4

© 2017 2018 2019 2020f  2021f

Source: IMF World Economic Outlook October 2020

5 October 2020 IMF World Economic Outlook (WEO).

The recovery is highly contingent
on the availability of a vaccine,
the opening of borders and the
resumption of international travel.

All of Fiji's major trading partners are
expecting to contract in 2020, except
for China, which is envisaged to grow
by 1.9 percent.

The US economy is forecast to
contract by 4.3 percent in 2020, in
contrast to the 2.2 percent growth
noted in 2019. The projected
contraction is on account of the
significant fall in consumer spending,
business investment and exports
amidst the pandemic. Furthermore,
labour market conditions have
deteriorated significantly as the
unemployment rate rose to 10.2

-4.3%O

US 2020 growth rate

-5.3%O

Japan's 2020 growth
rate

-6.1%O

New Zealand's 2020
growth rate

percent in July 2020 from 3.7 percent
in July last year.

To bolster household and business
spending, as well as assist state

and local governments during the
CQOVID-19 crisis, the US Government
launched a string of fiscal stimulus
programmes. On its end, the Federal
Reserve reduced the target range

for its federal funds rate by 100bp

to 0-0.25 percent on 15 March and
started with its quantitative easing
programme.

The Eurozone economy is forecast
to decline by 8.3 percent in 2020,
following a 1.3 percent expansion in
2019. The outturn is due to weak
business and household spending
and sluggish external demand.

-8.3%O

Eurozone 2020 growth
rate

-4.2%O

Australia's 2020 growth
rate

1.9%@

China's 2020 growth
rate
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Labour market conditions have
worsened compared to last year,
while annual inflation remained low
largely underpinned by depressed
demand and weak commodity
prices. To alleviate the economic and
financial fallout from the pandemic,
the European Central Bank kept

its benchmark interest rate at

zero percent (unchanged since
March 2016) and also provided an
unprecedented level of stimulus to
cushion the impact in the region.
Also, many governments in the
region pledged loan guarantees to
reduce banks’ credit risks to maintain
financial stability in their economies.

The Japanese economy is envisaged
to contract by 5.3 percent this year,
much lower than the 0.7 percent
growth registered in 2019. The
expected decline is mainly due to
the disruptions to consumption and
investment activities and reduced
demand for Japanese exports.

In light of the anticipated severe
contraction, the Government rolled
out stimulus measures of around
40.0 percent of GDP in May. Labour
market conditions remained weak
with muted inflationary pressures.
The Bank of Japan kept its policy
interest rate at -0.1 percent
(unchanged since January 2016)
and provided stimulus funding for
business and households to mitigate
the negative impact of the pandemic.

The Australian economy is forecast
to contract by 4.2 percent in 2020,
the first contraction in 29 years.® The
expected negative outcome is driven
mainly by declines in household
consumption, gross fixed capital
formation and inventories. Labour
market conditions remained weak
as the unemployment rate climbed
to the highest level since November
1998, while inflation remained low on
the back of weak commodity prices.
As part of its monetary stimulus,

the Reserve Bank of Australia (RBA)
lowered the cash rate further from

5 The economy grew by 1.8 percent in 2019.

0.5 percent in February to an all-
time low of 0.25 percent in March
complementing it with its market
operations to ensure adequate levels
of liquidity in the Australian financial
system. Moreover, the combined
fiscal and monetary stimulus injected
by the authorities is one of the largest
amongst the Group of 20 nations.

The New Zealand (NZ) economy

is projected to contract by 6.1
percent in 2020, compared to the
2.2 percent growth last year. The
contraction is expected to be driven
by declines in services, construction,
transport & postal and warehousing
activities. Annual inflation remained
low amid depressed demand and
low commodity prices. To support
economic activity, employment and
inflation, the Reserve Bank of NZ
(RBNZ) reduced its official cash

rate from 1.0 percent in February

to a record low of 0.25 percent in
March. The RBNZ continued with its
alternative monetary policy tools such
as the Large Scale Asset Purchase
programme to keep interest rates
low in the short to medium term to
supplement the NZ Government’s
COVID-19 response package

aimed at assisting businesses and
individuals affected by the pandemic.

Economic Developments in Fiji
The Fijian economy is anticipated

to contract by 21.7 percent in 2020
following a 0.4 percent” decline

in 2019. The outturn is mostly
attributed to the significant fall in
tourism activity and rippling effects to
the rest of the economy in light of the
pandemic.

The major drivers for the decline in
2020 include the accommodation

& food services; wholesale & retail
trade; transport & storage; financial &
insurance; and construction sectors.
The severe economic downturn

is in line with the projected global
contraction, weak domestic demand
and sluggish sectoral performances.

Risks to the outlook remain on

the downside as the anticipated
opening of international borders in
the final quarter of this year may not
materialise given the second round of
COVID-19 cases in Australia and NZ.

Sectoral performances have

been broadly weak in the 2019-

20 FY with notable declines in

visitor arrivals, electricity, gold and
timber output. Similarly, aggregate
demand indicators point to dismal
consumption and investment activities
in the review period.

In the 2019-20 FY, visitor arrivals
declined sharply by 40.5 percent

to 532,730 visitors, compared to

a growth of 4.2 percent recorded

in the previous FY. Lower arrivals
from all source markets underpinned
the negative outcome as travel
restrictions and border closures since
March 2020 due to the pandemic
halted tourism activity.

The ramifications of the downturn

in tourism on other industries were
swift. COVID-19 restrictions caused
disruptions in the transport & storage
sector, especially air transport as
planes were grounded due to the
closure of international borders. In
addition, businesses in the services
sector such as wholesale & retail and
entertainment were affected with the
imposition of strict health guidelines
and nationwide curfew, which limited
the movement of people and severely
impacted domestic economic activity.

Electricity consumption declined by
4.7 percent in the reviewed FY, driven
by lower demand from commercial
(-5.1%), industrial (-11.0%) and
other® (-7.0%) users. Consistent
with the low demand, electricity
production declined by 6.7 percent
in the same period compared to a
growth of 3.7 percent in the previous
FY. Nonetheless, the generation

mix improved as 56.5 percent of
total electricity was produced using

& This includes streetlights and institutions such as schools.

7 Mainly driven by the transport & storage, public administration &
defense, manufacturing and information & communication sectors.
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renewable sources in the 2019-20
FY, compared to the 55.2 percent
achieved in the last FY.

Gold production declined by 8.9
percent to 34,254 ounces in the
2019-20 FY owing to technical
issues, power supply constraints

and coronavirus-related supply

chain disruptions. However during
the same period, gold exports rose
by 16.4 percent as the price for this
safe-haven asset rose amid the global
health pandemic. The timber industry
recorded weak results in the 2019-
20 FY, owing to persistently lower
production and depressed foreign
demand. Pine wood supply declined
by 5.7 percent to 377,762 tonnes.
Consequently, woodchip and sawn
timber production fell by 16.3 percent
and 18.2 percent to 250,465 tonnes
and 22,837.2 cubic metres (m?),
respectively. Mahogany production
also declined by 25.2 percent to
15,150.4m3,

In the sugar industry, the 2019
crushing season ended with
1,806,379 tonnes of harvested
cane, yielding 168,702 tonnes of
sugar. Cane and sugar production
rose by 6.5 percent and 5.3 percent
respectively. In the 2020 season®,

a total of 102,037 tonnes of sugar

Fiji’'s GDP Growth Rates

5.4
5 24 3.8

-0.4

Percent

-20
-21.7

257 20160 2017() 2018 2019(p) 2020()

Source: Fiji Bureau of Statistics and Macroeconomic Committee

has been produced from 1,141,964
tonnes of cane, an annual increase
of 0.8 percent and 10.2 percent in
sugar and cane output, respectively.
The positive outcome is primarily
due to increased mill efficiency at the
Rarawai and Labasa mills as well as
reduced inside/outside stoppages.

Labour market conditions
deteriorated during the 2019-20 FY
as a result of job losses in tourism
and related industries in the second
half of the FY. Evidently, the number
of vacant positions advertised in

the RBF’s Job Advertisements
Survey'® decreased by 36.8 percent
in the review FY. Lower recruitment
intentions were noted in all sectors,
particularly the transport, storage &
communication; construction; mining
& quarrying; and wholesale & retail
trade & restaurants & hotels sectors.

Given the weak labour market
conditions, consumer spending
softened further. Net Value Added
Tax (VAT) collections declined by 24.5
percent in the 2019-20 FY driven

by lower collections from import

VAT (-24.6%), domestic VAT (-9.6%)
and other Government departments
(-1.5%). Also, second-hand and
new vehicle registrations fell by 56.7
percent and 36.7 percent respectively

Government Balance

Net Deficit

0.0
-2.1

5.0 a4 36

-10.0 -8.2

-15.0

Percent of GDP

-20.0
-20.2

-25.0

2016-17 2018-19r 2020-21b

Source: Ministry of Economy

in the same period. Moreover,
commercial banks’ new lending for
consumption purposes declined over
the fiscal year by 17.1 percent to
$959.3 million, led by lower lending
to both private individuals and the
wholesale, retail, hotels & restaurants
categories.

Investment indicators remained
broadly negative in the review period.
Construction activity noted sluggish
results as domestic cement sales

fell by 9.6 percent in the 2019-20

FY as major private sector projects
stalled. Additionally, new lending to
the building & construction sector fell
by 36.6 percent in the same period.
Despite the marginal increase in
Government’s capital expenditure as
announced in the 2020-21 National
Budget, domestic investment is
forecast to fall to 13.0 percent of GDP
in 2020 from 20.1 percent of GDP

in 2019 due to weak private sector
investment.

In the 2019-20 financial year, the
fiscal deficit is estimated to be $837.0
million, equivalent to -8.2 percent of
GDP. This is higher than the $419.3
million deficit (-3.6 percent of GDP)
recorded in the 2018-19 FY. The
higher deficit is on account of lower
Government revenue collections

-40.5%

Visitor arrivals in 2019-20 FY

-30.8%

Number of vacant
positions advertised in
2019-20 FY

9 As at 28 September since respective commencement of crushing at the various mills in 2020 (10 June for Labasa, 23 June for Rarawai and 10 July for Lautoka).
' This is based on advertised vacant positions in both the Fiji Times and Fiji Sun.
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stemming from subdued tourism
industry and declining business and
consumer activity.

For the 2020-21 FY, Government has
budgeted for a net deficit of $2,001.0
million, equivalent to -20.2 percent of
GDP. Given the halt in tourism activity
and the overall weak economy, total
revenue is expected to fall sharply

by 38.0 percent. On the other hand,
total expenditure is anticipated to
increase by 3.9 percent, reflecting the
Government’s efforts to stimulate the
economy and support livelihoods.

Total Government debt stood at 65.2
percent of GDP at the end of the
2019-20 FY, higher than 49.3 percent
recorded in the previous fiscal year on
account of the higher deficit.

Inflation' averaged -1.3 percent in
the 2019-20 FY, much lower than
the 3.8 percent average recorded in
the previous fiscal year. The negative
inflation rate was driven by lower
prices of yagona, vegetables, fruits,
petrol, kerosene and diesel. Given

Commercial Banks’ Lending
and Deposit Rates

Loans

Time Deposits
3
Savings Deposits
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" Deflation since October 2019.
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domestic and international price
developments, inflation is anticipated
to remain in negative territory in 2020.

Financial conditions were
accommodative, reflective of
quantitative easing measures aimed
at stimulating economic activity during
the fiscal year. In July 2020, broad
money rose on an annual basis by
0.7 percent ($56.5m), compared to

a 1.7 percent ($140.6m) increase

in the same period last year. The
growth was due to increases in

both Net Foreign Assets (NFA) and
Net Domestic Assets (NDA). The
positive outturn in NFA was reflective
of the higher gross reserves position.
Growth in NDA slowed to 0.7 percent
in July, compared to 6.1 percent

in 2019, mainly due to the annual
deceleration in private sector credit
(1.2% from 7.6%) as a result of the
slowdown in lending to households
and private sector business entities
by both commercial banks and credit
institutions.

New lending by commercial banks

Trade Deficit
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registered a decline of 11.5 percent
(-$304.6m), led by contraction in new
loans to the wholesale, retail, hotels

& restaurants; private individuals
category; building & construction

and electricity, gas & water sectors.
Liquidity in the banking system at the
end of July 2020 remained ample

at $765.2 million. The commercial
banks’ weighted average outstanding
lending rate rose over the year to 6.14
percent in July 2020, higher by five bp
when compared to the same period
last year. However, the new lending
rate fell by 47bp to 5.91 percent in
July 2020. Similarly, the commercial
banks’ existing and new time deposit
rates fell on an annual basis to 3.52
percent (from 4.25%) and 2.74
percent (from 5.42%), respectively.

In the 2019-20 FY, total exports
(excluding aircraft) fell by 8.9 percent
to total $1,952.8 million, while total
imports (excluding aircraft) declined
by 20.4 percent (to $4,321.9m). As
such, the merchandise trade deficit
(excluding aircraft) narrowed by
28.0 percent to $2,369.1 million,

$765.2m

Liquidity as at 31 July 2020

65.2%
of GDP

Total Government debt at
the end of 2019-20 FY



compared to a 1.5 percent expansion
in the previous FY.

The significant contraction in re-
exports of machinery & transport
equipment (excluding aircraft), mineral
fuels and fresh fish together with
lower exports of crude material,
miscellaneous manufactured articles,
beverage & tobacco and food & live
animals contributed to the outcome
in exports. The decline in imports
was led mainly by reduced imports of
mineral fuels, manufactured goods,
miscellaneous manufactured goods
and chemicals.

In the July 19-June 20 period,
tourism earnings declined by

28.5 percent to $1,478.2 million,
compared to a 5.4 percent growth in
the previous corresponding period.
The marked decline was mostly on
account of the closure of international
borders and travel restrictions to

all inbound visitors, which led to a
reduction in the number of visitor
arrivals and earnings across all major
source markets in the year to June.

Tourism Earnings
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Inward remittances in the 2019-20
FY grew marginally by 0.8 percent
to total $588.4 million, compared

to a 5.1 percent growth in the
corresponding period in 2019. The
outcome was due to higher inflows
for gifts, maintenance & donations
(1.1%), which more-than-offset the
decline in personal receipts (-1.1%)
and immigrant transfers (-12.9%,).
Notably, monthly inward remittance
for July 2020 was at an all-time high
of around $63.2 million, 45.0 percent
higher over June 2020 ($43.6m) and
37.3 percent higher than July 2019
($46.0m).

The current account deficit (excluding
aircraft) is estimated to be around
$817.4 million (8.0% of GDP) in the
2019-20 FY, higher than the $684.3
million (6.7% of GDP) in the 2018-

19 FY. This outcome is mainly on
account of the lower-than-expected
services and secondary income
balance, which more-than-offset the
improvement in the trade and primary
income deficit.

Personal Remittances
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2019-20 FY Total exports
(excluding aircraft)

-20.4%O

2019-20 FY Total imports
(excluding aircraft)
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MISSION
CONDUCT MONETARY POLICY

TO FOSTER SUSTAINABLE AND
INCLUSNVE ECONOMIC GROWTH

The RBF under the RBF Act (1983) is entrusted with the conduct of monetary policy in Fiji aimed at
maintaining price stability and adequate levels of foreign reserves.
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Monetary Policy

Formulation

Chronology of Monetary Policy
Actions

The synchronised global slowdown,
soft domestic demand and lacklustre
sectoral performances underpinned
the 0.4 percent decline in the Fijian
economy in 2019. This year, growth
prospects have been shattered

by the Coronavirus, which led to
travel restrictions and international
border closures that in turn have
severely impacted the tourism
industry and the broader economy.
Consequently, job losses have risen
significantly across the board, causing
considerable losses in incomes

and livelihoods and placing undue
pressure on the Government’s tax
revenues. Aggregate demand
deteriorated significantly as consumer
spending slumped and private sector
investment stalled. Against this
backdrop, the Government adopted
an expansionary fiscal stance to
stimulate domestic demand and
support economic activity. As such,

Inflation (Annual Percent Change)

Percent
INY
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2015 2016 2017 2018 2019 Jul
2020

Source: Fiji Bureau of Statistics

a net deficit of -20.2 percent of GDP
has been budgeted in the 2020-21
national budget, the highest shortfall
since Fiji's independence.

To mitigate the impact of the
pandemic, the Reserve Bank

also implemented numerous

policy measures to stabilise the
economy whilst ensuring that the
twin objectives of monetary policy
remained intact. On 18 March, the
Bank reduced the OPR by 25bp to
0.25 percent from 0.5 percent and
lowered the interest rate corridor on
either side of the OPR by 25bp from
50bp previously. Consequently, the
repurchase rate'? fell to 0.50 percent
from 1.00 percent.

The RBF also implemented several
unconventional monetary policy
measures to assist businesses
cushion the impact of the

pandemic. The Natural Disaster and
Rehabilitation Facility was recalibrated
and renamed to DRCF on 26 March.
Correspondingly, the funding for this
facility was raised to $60 million from

Foreign Reserves
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Source: Reserve Bank of Fiji

2 The rate at which commercial banks borrow from the RBF to meet short term financing needs.
18 Out of this, $75 million was lent to the national carrier (Fiji Airways) through FDB in July 2020.
4 The Government established the scheme in 2012 with a $2.5 million allocation and this was subsequently raised to $4.0 million in 2013.

Under the COVID-19 Response Budget in March 2020, the Government allocated an additional $5.0 million to a total of $9.0 million.

$40 million and further increased to
$100 million™ in May.

To preserve external stability, the
Reserve Bank also introduced
exchange control measures to
prevent capital flight and speculative
activities. Furthermore, the RBF
increased the allocation to the ISEFF
with an additional $100 million to
$300 million in 30 April 2020 to
ensure that credit to exporters, large
scale commercial agricultural farmers,
public transportation and renewable
energy businesses were available at
affordable rates from relevant financial
institutions.

The Bank strengthened its role in the
administration of the MSME Credlit
Guarantee Scheme' to help affected
businesses. In addition, the RBF
invested $300 million in Government
bonds between March and July
2020 to assist Government meet its
financing needs. All these measures
have raised liquidity levels in the
financial system and put interest
rates, especially deposit rates, on a

$60MD

Disaster Rehabilitation and
Containment Facility in
2019-20 FY

$100Mm@

Import Substitution & Export
Finance Facility in April 2020
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downward trajectory.

Monetary Policy Outcomes
Annual inflation stood at -1.6 percent
in July 2020, much lower than the
0.7 percent in July last year driven by
lower prices of yagona, domestic fuel
and second-hand cars. The 2020
year-end inflation rate is expected to
fall further to -3.0 percent, on account
of the actual inflation outturn in the
first seven months of 2020, lower
crude oil prices and reduced duties™
announced in the 2020-21 National
Budget.

Foreign reserves stood at $2,107.0
million in July 2020, sufficient

to cover 7.7 months of retained
imports. Notably, Government loan
drawdowns, sustained inflow of
remittances coupled with significant
declines in imports have contributed
positively towards the reserves
position so far this year.

Exchange Rates

In July 2020, the Fiji dollar (FJD)
appreciated against the US (2.1%)
and the NZ dollars (NZD) (0.9%),
while depreciating against the
Euro (-3.9%), the Australian dollar
(AUD) (-2.4%) and the Japanese
Yen (JYP) (-1.6%) compared to a
year ago. The Nominal Effective

REER/NEER (Monthly Average)
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rose over the year in July (0.2%),
indicating a general strengthening of
the domestic currency. In the same
period, the Real Effective Exchange
Rate (REER) Index fell slightly by 2.3
percent, denoting an improvement in
trade competitiveness due to lower
domestic inflation.

Monetary Policy

Implementation

Open Market Operations
During the first seven months of
the 2019-20 FY, the Reserve Bank
continued with its accommodative
monetary policy stance by keeping

the OPR unchanged at 0.50 percent.

Maintaining a low policy rate was
appropriate for providing necessary
stimulus for the economy in light

of weaker global and domestic
conditions. Nonetheless, as the
negative impact of the pandemic
weighed on international travel and
trade and consumer and business
sentiments further weakened, the
Reserve Bank reduced the OPR by

25bp to 0.25 percent in March 2020.

The reduction