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1. Introduction

* The recent trade tensions, growing trade policy uncertainty and
slowdown 1n global economic conditions are major concerns for
F1j1’s economy.

* Lower visitor arrivals and downward revision of Fij1’s growth
necessitate prudential but decisive macroeconomic management.

* It 1s important to consider past economic policies, current
economic challenges and trajectory alongside changing global
conditions.



2. Fiji’s Macroeconomic Performance

Economic Growth

Growth of GDP (Real) %

2023(p) 2024(f) 2025(f) 2026(f) 2027(f)

Need to target 4% to 5% growth
supported by fiscal policy and broad
sectoral reforms
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* IMF : Slowdown in global growth
from 3.3% to 2.8% 1n 2025.

* Revised IMF forecast for Fiji: 3.4% to
3.0% to further 2.6% in 2025.

 RBF Forecast: 3.4% (2025), 2.9%
(2026), 2.8% (2027)

* Tourist visitor arrivals fell by 5.3% 1n
the first quarter of 2025 (resulting
from Aust & NZ markets).

* Higher income and remittances have
supported consumption spending.



Inflation and Labor Market

Year on Year Percent Change (CPI) ® Monetary pOlle Stance IS
5 appropriate. OPR of 0.25%
(April 2025).

* RBF’s Business Expectations
Survey (Feb 2025) suggest that
some businesses expect further
loss of workers due to migration.
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e Skill shortage remains a major
concern in Fij1’s labour market.
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The economy does not appear to be overheating. _
Avg (Jan 2024 to May 2024) : 5.1% * However, businesses are

Avg (Jan 2025 to May 2025) : 1.2% generally optimistic regarding
the future.



Public Debt and Tax Revenue

Public Debt-to-GDP (%) * First half of FY2024-2025 (Aug 2024
550 to Jan 2025): net deficit was -0.3% of
86.0 GDP.

* MOF: 76.7% (Jan 2025)
* Higher monthly revenue collections

» compared to the past two financial
years.
78.0
I l e For the first six months, revenue
| collections outperformed the forecast
74.0
2022 2023 2024e 2025p

by $93.1 million, reflecting a 4.7%
Increase.

* Debt mix : 64% (domestic) and 36%
So, we have been able to reduce (external)

public debt-to-GDP from 91.1% in
2021 to about 76.7% in Jan 2025.



3. Major challenges for Fiji’s economy

* Global uncertainty, unanticipated changes in trade policies and economic
disruptions abroad could adversely affect our economic performance.

* Major concerns

“+SKkill shortage and high cost (ease) of doing business (particularly
for SMEs).

“*Low productiviﬁy Firms have few options and end up employing
relatively less skilled, underproductive, inexperienced workers.

**Need for a business-friendly environment.



* It 1s expected that the downturn 1n the global economy will
have a mildly negative effect on Fij1’s economy.

* However, the overall effects will depend on:

¢ The duration of trade tensions (very hard to predict)

“*Impact on trading partners and their policy responses
(beyond our control)

“*Role of emerging markets and success of ongoing
negotiations.

“*Domestic policy-mix and development cooperation



Policy makers should also consider indirect
effects on remittances, tourism and exports

US Tarifts and Fiji S via Australia and NZ markets.

ECOI]()my Improve quality of exports and leverage the
role of technology (development partners can
play a more supporting role here)

Improve market access to other markets and
develop other high-value export sectors.

Continue with diplomacy (hard but might be
favourable).

Realising an economic growth rate of 4% to 5% or higher will be challenging without
proactive fiscal measures, significant investments in essential infrastructure, and
substantial reforms to drive private sector growth.



4. Key
Recommendations

for 2025-2026
budget

* It 1s essential for the government to
implement a bold budget that focuses on :

»*Economic diversification

‘s Infrastructure investment to support
commercial agriculture (and high-value
sectors) and private sector growth.

“*Skill development, entrepreneurship,
and economic participation.

* Lagged effect of previous policies, ongoing
trade tensions and domestic political climate
suggest that the government should assume
a central role to stimulate the economy.
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* We should adopt an evidence-based approach and undertake a
comprehensive review of these three key 1ssues.

v'Cost of living
v'Productivity

v'SMEs sector (for economic diversification, economic
empowerment, and improving economic resilience).
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* Addressing F1j1’s cost-of-living crisis requires going beyond social
welfare support and tax policies.

* Domestic: local supply constraints, poor infrastructure, lack of
diversification, labour market conditions.

* External: International supply chain disruptions, trade policies,
geopolitics, climate change, economic shocks.

* Regulatory factor: competition policy (restrict anti-competitive
practices, enhance competition in distribution and retail markets,
barriers to entry, and reduce market power)



* Strengthen government spending efficiency (accountability
mechanisms, leverage technology, optimize resource use and
streamline existing processes)

* What’s more important? Improve economic and political
credibility.

* Why should the government focus on improving economic and
political credibility ?

oDemonstrate consistency and transparency in the application
of policy frameworks and institutional capacity to limit
discretionary deviations.
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* How will improving economic and political credibility help
F1j1’s economy?

e Improve private sector confidence, anchor expectations,
and 1ncrease policy effectiveness.

e Enable long-term planning and sustainable resource
management and build economic resilience.

* Without addressmg credibility: distorted expectations,

policy ine

1cacy (leads to abrupt policy changes), perceived

Incompetence.
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5. Concluding Remarks

* Recommend that the 2025-2026 budget focus on stimulating
the economy (economic diversification, economic
empowerment, entrepreneurship, economic resilience).

* However, the budget alone 1s unlikely to sufficient.

* Enhancing economic and political credibility will be essential

to e

)

‘ectively navigate through ongoing external and domestic

challenges.
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Thank you for your
attention
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