The Pacific post-pandemic:
an economic update

Pacific Update presentation
Stephen Howes and Huiyuan (Sharon) Liu

Development Policy Centre, ANU



Most Pacific countries have experienced a
large negative economic shock due to COVID

GDP cumulative real growth in 2020 and 2021
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The IMF projects a solid recovery for the
Pacific from COVID in 2022 and 2023.

GDP growth, last two years and next two years
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What are the downside risks?

(a) Ongoing pandemic risks
(b) Commodity price shocks
(c) Inflation

(d) Global slowdown

(e) Government debt

(f) BOP risks

(g) Slow trend growth


Presenter Notes
Presentation Notes
https://www.worldbank.org/en/publication/global-economic-prospects
https://www.washingtonpost.com/washington-post-live/2022/05/31/transcript-path-forward-us-economy-with-lawrence-h-summers/
https://www.imf.org/en/News/Articles/2022/04/20/042022-md-press-briefing-spring-meetings


(a) Ongoing pandemic risks
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been infected with SARS-CoV-2 and having 1 dose of a 2-dose protocol, are not counted.


Presenter Notes
Presentation Notes
Use end of month data. If is blank, then use the latest available data prior to that date. The latest available date for all countries is May 30th. 
Alternative definitions of a full vaccination, e.g. having been infected with SARS-CoV-2 and having 1 dose of a 2-dose protocol, are not counted.



Pacific vaccination effort in international perspective

Global comparisons
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Source:
Pacific region - Pacific Data Hub, use 2nd dose adminstered as a percentage of the population;
Income groups and countries - Our World In Data, people fully vaccinated as a percentage of the whole population.


Presenter Notes
Presentation Notes
Pacific region= total 2nd doses administered / total population of the region
Pacific countries include countries listed in the previous graph.

Income groups = total fully vaccinated people from countries in the income group/total population of countries in the income group.

Use end of month data. If is blank, then use the latest available data prior to that date. All available data is later than April 30, 2022.

Out of 47 SSA countries (with available data), only DRC(1.29%) and Burundi (0.11%) perform poorer than PNG.


Variable timing of and returns from border opening

Visitor arrivals
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Source: various government documents.


Presenter Notes
Presentation Notes
Palau opened border in April 2021 and was one of the first Pacific countries to open border. Yet it has been slow to pick up international arrivals due to slow return of Asian tourists. Its biggest markets are China, Japan, Taiwan and South Korea, which together accounts for 82% of total visitors in 2019.

Fiji has a faster recovery thanks to Australian visitors, which accounts for 41% of total tourists in 2019 and 59% in 2021.


(b) Commodity price shocks
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: Mixed impact across the Pacific.



(c) Inflation — not yet/on its way.

Inflation change from 2020Q1 to 2022Q1
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(d) Global slowdown/recession

Global economy

 WB Global Economic Prospects: Intensifying geopolitical tensions, growing
stagflationary headwinds, rising financial instability, continuing supply strains, and
worsening food insecurity

US economy

* Larry Summers: With inflation above 4 percent and unemployment below 4 percent,
there’s always been a recession within the next two years.

Chinese economy

* IMF downgraded growth forecast for China in 2022 to 4.4 percent, well below
China’s growth target of 5.5 percent. MD: Frequent wide-ranging lockdowns in China
causing further bottlenecks in global supply chains.


Presenter Notes
Presentation Notes
https://www.worldbank.org/en/publication/global-economic-prospects
https://www.washingtonpost.com/washington-post-live/2022/05/31/transcript-path-forward-us-economy-with-lawrence-h-summers/
https://www.imf.org/en/News/Articles/2022/04/20/042022-md-press-briefing-spring-meetings


(e) Government debt: No large increases except in Fiji

50% Gross public debt as a percentage of GDP
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Source: IMF Fiscal Monitor (April 2022)


Presenter Notes
Presentation Notes
Fiji, PNG, Samoa, Tonga participated in DSSI (Debt Service Suspension Initiative from 2020 May to 2021 December).
Kiribati, MI, FSM, PNG, Samoa, Tonga, Tuvalu rank high in risk of overall debt distress; TL and Vanuatu are moderate.
https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative 

Countries eligible for Common Framework treatment: Fiji, Papua New Guinea, Samoa, Solomon Islands, Timor-Leste, Tonga, and Vanuatu
https://www.unescap.org/sites/default/d8files/event-documents/Background%20Paper%20-%20Debt%20Restructuring_25%20March%202022_0.pdf

Fiji increased debt stocks from Jan 2020 to Jan 2022:
Externally, ADB 407M F$ to 983M F$; IDA 0 F$ to 463M F$
Domestically, Reserve Bank 110M F$ to 695 F$; Fiji National Provident Fund (FNPF) from 2750M F$ to 3150M F$.



(f) BoP crisis? Strong external positions

Official reserves

—PNG
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Source: various government and Central Bank documents



Remittances have been a strength during COVID (for
those countries that have access to them)
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Source: various Central Bank documents



Fishing license revenue a big strength for several
countries

Fishing licence and access fee revenue, 2010 & 2019
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Source: Pacific Islands Forum Fisheries Agency (FFA) Economic and Development Indicators and Statistics



Increased aid disbursements have helped many
countries.

Aid in 2020 relative to 2019
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Presenter Notes
Presentation Notes
Increase in PNG multilateral: IMF concessional Poverty Reduction and Growth Trust (PRGT) from 0 to 366MUSD
Decrease in SI DAC: Australia from 120 to 87MUSD, US from 22 to 0.9MUSD
Increase in Fiji DAC: Australia from 41.5 to 48MUSD, Japan from 11 to 40MUSD
Increase in Fiji multilateral: IDA from 0 to 29MUSD

https://stats.oecd.org/#
See Development -> Flows by Provider and Recipient -> Aid disbursements to countries and regions


(g) Slow trend growth

Cumulative projected real growth in per capita
GDP, 2019 to 2027
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Presenter Notes
Presentation Notes
TL: 
“The economy has experienced three recessions in the past four years – 2017, 2018 and 2020. Although GDP growth is still projected to be positive in 2021, GDP per capita is expected to decline – since the population is growing at about 2 percent per year…Political uncertainty (2017-2018 and 2020), a global health emergency (2020-2021), and a natural disaster (2021) have taken a heavy toll on a fragile economy that is largely reliant on the public sector”
https://openknowledge.worldbank.org/handle/10986/35720

https://www.adb.org/sites/default/files/publication/784041/ado2022.pdf


Conclusion

* Regional strengths
e Government debt increase contained in most countries
» Relatively strong external positions

* Regional risks
* Future inflation
* Global slowdown
e Reversion to slow trend growth

* Country-specific factors
 Variable vaccination rates and impacts of COVID
 Commodity price shocks



Conclusion

e Overall

 The combination of a heavy negative shock and slow trend growth leads to
the risk of a lost decade for the Pacific, especially

* Given global risks and
* For those countries with relatively high population growth.

* Policy responses
 Strategies for lifting growth.
* Alternatives to domestic growth - labour mobility.
e Extension of donor support provided during COVID.
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https://devpolicy.org/

Reserves-to-external-public-debt mainly stable

Official reserves/external public debt
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