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OVERVIEW

Global economic growth is projected to be
steady in the near term but below its pre-
pandemic trend. The International Monetary
Fund (IMF) in the October World Economic
Outlook (WEQ) report maintained its
forecast of global economic growth at 3.2
percent in 2024.! Stronger-than-expected
outturns in  consumer spending and
investment in the United States (US),
coupled with robust economic fundamentals
in India and Brasil counterbalanced
downgraded growth forecasts for China and
other advanced economies. Disinflation is
anticipated to continue globally and occur
more rapidly in advanced economies. At the
same time, downside risks to the outlook
include geopolitical tensions, abrupt or
delayed fiscal consolidation, and catastrophic
weather events.

Domestically, economic growth has gained
traction, primarily driven by robust visitor
arrivals and its positive effect on related
sectors. The economy is envisaged to grow
by 3.8 percent in 2024 and 3.4 percent in
2025.2

Sectoral outcomes were generally positive
cumulative to September, although industry-
specific challenges persist. Strong outcomes
continued to be noted in the tourism sector,
with higher-than-expected record visitor
arrivals (6.3%) in the review period. Total
sugar production fell by 9.6 percent and total
cane production fell by 15.0 percent at the
end of the comparative season last year.
However, the TCTS? ratio improved to 10.6
relative to 11.2 a year ago. Electricity
production (11.0%) and its consumption
(9.3%), gold extraction (32.3%), as well as
timber output (woodchips: 13.1% and sawn
timber: 18.2%) improved.

! Unchanged from the IMF’s April and July assessment.
2 An upward revision from 2.8 percent and 3.0 percent
in 2024 and 2025, projected in June this year.

Contrastingly, mineral water (-9.9%) and
mahogany (-0.7%) production continued to
contract, owing to sector-specific challenges.

Consumption activity as revealed by partial
indicators remained strong in the year to
September.  Net VAT collections rose
(39.7%) underpinned by higher domestic and
customs VAT collections, in line with the
increased Wholesale and Retail Trade
(WRT) Survey results up to the June quarter.
Also, commercial banks’ new consumption-
related loans (excluding refinance), grew
annually by 28.0 percent driven by increased
credit to the WRHR* sector. Additionally,
vehicle registrations rose (18.1%) cumulative
to  September, driven by increased
registration of second-hand  vehicles.
Consumption spending is mirrored in the
August Retail Sales Survey (RSS), which
estimates retail sales to expand by 5.0
percent, higher than the February survey
(4.2%).

Investment activity gradually improved over
the year to September. New credit for
investment purposes (excluding refinance),
rose by 26.3 percent, mirroring both
increased investment appetite and the effect
of higher prices. In tandem, domestic cement
sales rose by 9.4 percent in the year to
September, indicative of a pickup in
construction activity. Overall feedback from
the August Business Expectations Survey
(BES) reflects positive sentiment on
medium-term business conditions, with 44.7
percent expressing optimism, slightly down
from 45.0 percent in the previous survey.
Moreover, the August survey showed
continued positive investment intentions in
plant and machinery while, sentiment around

3 Total Cane to Total Sugar (TCTS) ratio measures the
tonnage of canes required to produce a tonne of sugar.
4Wholesale, Retail, Hotels and Restaurants.
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investment in buildings has rebounded since
the February survey.

During the review period, labour market
tightness softened as the demand for local
labour fell against higher imported labour
and resident departures declined. The RBF’s
Job Advertisement Survey recorded a fall in
job vacancies by (-11.3%) in the year to
September. This aligns with the August BES
which indicates lower hiring intentions
compared to the February survey. Moreover,
majority of businesses have increased wages
of existing employees as a retention strategy,
which is evident in the higher wages (10.3%)°
and Pay as You Earn (24.5%) collections
noted in the year to September.

On the prices front, annual headline inflation
fell to 4.2 percent in September, from 6.7
percent recorded in June. Higher prices for
food and non-alcoholic beverages, and
alcoholic beverages, tobacco & narcotics
categories  underpinned the outcome.
Inflation forecast for year-end 2024 is
projected to be at 3.5 percent. The latest BES
reveals that majority of businesses expect
domestic inflation rate to range between 4.0
percent to 6.0 percent in the medium term.

Financial sector conditions were favourable
with adequate liquidity ($2.3b) and near
historic low lending rates supporting the
growth momentum.

5 Data is sourced from Fiji National Provident Fund
(FNPF). Constitutes only formal wages.

6 Trade deficit (value of imports exceeding the value of
exports) excluding aircraft.

In the September quarter, new lending by
commercial banks increased by 22.8 percent.
Furthermore, according to the August BES
findings, most firms expect commercial
banks’ lending rates to be stable in the short
to medium term.

On the external front, cumulative to July
2024, Fiji’s trade deficit® narrowed by 3.8
percent, driven by a strong 7.7 percent
growth in exports which outpaced a near-
stagnation of import payments of 0.04
percent.” Cumulative to September, inward
personal remittances grew by 6.9 percent to
$978.2 million, with mobile network
operators being the largest platform used for
transactions. Outward remittances noted a
higher growth of 11.3 percent ($362.7m),
however, on a value basis, the growth in
inward remittances was higher. Cumulative
to June quarter, estimated tourism earnings
reached a record high of $1,136.8 million.

Foreign reserves (RBF holdings) stood at
$3,762.0 million in September 2024,
sufficient to cover 6.1 months of retained
imports (MORI).

Given the comfortable medium-term outlook
for inflation and foreign reserves, the RBF
maintained its monetary policy stance and
kept the overnight policy rate unchanged at
0.25 percent in the September quarter.

7 This outcome was partially shaped by a higher July
2023 base effect of a one-off medical equipment import
(aid-in-kind). Discounting this, merchandise import
would have noted a 2.9 percent increase.
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THE INTERNATIONAL ECONOMY

International Economic Conditions

Global growth for 2024 is projected to remain
steady at 3.2 percent (from 3.3% in 2023),
according to the IMF’s October WEO report
(Graph 1). This year’s growth outlook is
primarily driven by stronger-than-anticipated
consumer spending in the US, along with
robust economic fundamentals in India and
Brazil, which counterbalanced reduced
growth forecasts for China and other
advanced economies. A similar growth of
3.2 percent is projected for 2025. Disruptions
to production, conflicts in the Middle East,
and catastrophic weather events have led to
lower growth forecasts for emerging markets
and developing economies.

Global headline inflation is expected to
continue moderating. In the baseline
scenario, inflation is projected to ease from
an average of 6.7 percent in 2023 to 5.8
percent in 2024 and 4.3 percent in 2025.
Disinflation is anticipated to occur more
rapidly in advanced economies. In contrast,
emerging markets and developing economies
are expected to see inflation fall more
gradually in 2024.

Graph 1
World GDP Growth Rates
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Source: IMF WEO, October 2024
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In the review period, growth rates for Fiji’s
trading partner economies (TPES) remained
positive except for New Zealand (NZ). Over
the second quarter, the Japanese economy
rebounded, expanding by 0.7 percent
(following a 0.6% contraction in the prior
quarter), fuelled by greater consumption
appetite with improved public and private
demand. Australia recorded a growth of 0.2
percent in the June quarter and the Indian
economy registered a 1.3 percent expansion
over the same period.

Moving into the third quarter of 2024, the US
economy expanded by 2.8 percent, and the
Euro Area noted an ongoing recovery with a
0.4 percent growth. China’s economy grew
by 0.9 percent (seasonally adjusted) in the
third quarter, driven by government efforts to
boost consumption, address deflation risks,
and revive the real estate sector. On the other
hand, the NZ economy contracted by 0.2
percent in the June quarter, following a
downwardly revised 0.1 percent expansion in
the previous quarter. The unemployment rate
for most TPEs remains low, indicating tight
labour market conditions.

Headline annual inflation rates in most
economies are gradually moving toward the
target range set by the respective central
banks. In the third quarter of 2024, the
inflation rate in Australia and NZ fell within
the central bank’s target range, reaching 3.8
percent and 2.2 percent, respectively. In the
US, the annual inflation rate stood at 2.4
percent in the September quarter compared to
3.0 percent in the prior quarter. For China,
annual inflation was 0.4 percent in
September, slightly higher than 0.2 percent in
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June. Similarly, prices eased marginally in
Euro Area and Japan to 1.7 percent and 2.5
percent, respectively. On the other hand,
prices rose modestly in India to 5.5 percent in
September (from 5.1% in June), due to a
surge in food prices.

Most TPEs’ central banks lowered their key
interest rates in the September quarter of
2024, as inflation cools (Table 1). The US
Federal Reserve lowered its Fed fund rates by
50 basis points (bps) in its September
meeting to 4.75-5.00 percent and the
European Central Bank lowered rates by 60
bps in the same period. The Reserve Bank of
New Zealand lowered key interest rates by 25
bps in its August meeting, while the Peoples
Bank of China lowered rates by 10 bps in
July. On the contrary, the Bank of Japan
raised its interest rate by 0.25 percent in July
while the Reserve Bank of India maintained
its policy repo rate at 6.5 percent since it was
last raised in February 2023.

Table 1
TPEs’ Policy Interest Rates

Policy Interest Rate (%0)

Central Bank Jul Aug Sep
The US Federal 5.25- 5.25- 4.75-
Reserve 5.50 5.50 5.00
Reserve Bank 4.35 4.35 4.35
of Australia

Reserve Bank 5.50 5.25 5.25
of New Zealand

European 4.25 4.25 3.65
Central Bank

Bank of Japan 0.25 0.25 0.25
Reserve Bank 6.50 6.50 6.50
of India

People’s Bank 3.35 3.35 3.35
of China

Source: Various Central Bank websites

Most  commodity  prices  exhibited
favourable trends except for global food
prices which strengthened in the third quarter
(September end vs June end). In contrast,

8 Month-end world market sugar prices per the New
York No. 11 benchmark.

Brent crude oil prices noted a decline, while
gold and sugar prices gained.

World market sugar® prices rose
significantly by 10.7 percent to US22.47
cents per pound in September compared to
June, driven by tighter supply from Brasil
and India - the largest sugar producers (Graph
2).
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Gold prices reached another all-time month-
end high of $2,659.40 per fine ounce in
September, significantly rising by 13.7
percent from June, underpinned by escalating
tensions in the Middle East and large cuts in
the US Federal Reserve Funds Rate (Graph
3).

Graph 3
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The price of Brent crude oil fell by 16.9
percent over the September quarter, settling
at US$71.77 per barrel, primarily due to
excess fuel inventories (Graph 4).
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Graph 4
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Global food prices® increased by 3.2 percent
in  September, reaching 124.4 points
compared to June. Price quotations for all
commodities in the index rose, with sugar
seeing the most significant jump at 10.4

% As measured by the United Nations Food and
Agriculture Organisation (FAO) Food Price Index.

percent. Overall, the food price index was
2.1 percent higher than the same period last
year but remained 22.4 percent below its
peak of 160.3 points recorded in March 2022
(Graph 5).

Graph 5
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THE DOMESTIC ECONOMY

Domestic Economic Conditions

The Fijian economy is projected to expand
by 3.8 percent in 2024, an upward revision
from the 2.8 percent projected in June
(Graph 6).1° The upgraded economic
growth is underpinned by the stronger-
than-expected outturn in visitor arrivals,
coupled with the increased consumption
spending, driven by higher incomes and
remittances,  tourism-driven  demand,
higher government spending and a pickup
in new lending. In addition, investment
activity continues to progress, albeit at a
slow pace,'* while labour shortages and
ease of doing business processes are
gradually improving. Sectors expected to
contribute to economic growth in 2024 are
the finance, transportation, public
administration, accommodation,
information & communication, agriculture,
manufacturing, wholesale & retail, real
estate, administration, mining, and
professional services sectors.

Graph 6
GDP Growth Rate
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10 Latest Macroeconomic Committee GDP growth
forecasts as of 15" November 2024.

Going forward, the growth forecast for
2025 has been upgraded to 3.4 percent,
underpinned by the services and related
sectors, as well, as the industrial and
primary sectors. Growth in 2026 and 2027
is expected to revert to its long-term growth
rates, at 2.9 percent and 2.8 percent
respectively.

Production

According to the latest economic
indicators, sectoral production was
generally positive in the review period.
Cumulative to September, visitor arrivals
surpassed expectations with an increase of
6.3 percent to 732,865 tourists (Graph 7),
compared to 689,142 visitors in the same
period in 2023. Notably, the month of
September alone set a new record of 92,591
tourists.  Visitors from Australia (1.8
percentage points (pp)), followed by the US
(1.1pp), NZ (0.9pp), Pacific Islands (0.8pp)
and China (0.7pp) underpinned the growth.
A new arrivals benchmark in 2024 (given
the year-to-date upbeat performance) and
introduction of a direct route to Dallas
(effective 10 December 2024) is expected
to bring in additional visitors in 2025.

1 Investors are challenged by the higher-cost
environment impacting both the completion of
existing and commencement of new projects.
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Graph 7
Monthly Visitor Arrivals
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Onto the sugar industry, the 2024
sugarcane crushing season concluded on 11
November. As such, total cane production
fell by 15.0 percent to 1,331,301 tonnes (t)
from the decline (-4.5%; 1,565,564t) noted
last season. Comparably, sugar processed
contracted by 9.6 percent to 126,184t
relative to the reduction (10.4%; 139,628t)
recorded last season, despite the TCTS
ratio'? improving to 10.6 from 11.2. A
combination of factors including limited
cane supply underpinned the outturn in the
current season,*® resulting in the crushing
period concluding around five weeks
earlier than last season.

Indicative of the strengthening economy,
electricity generated in the year to
September rose (11.0%) by EFLY* to
859,686 Megawatt hours (MWHh), (Graph
8). Renewable energy sources accounted
for 57.4 percent of total -electricity
generated, lower than the 51.2 percent
recorded cumulative to September last
year. Comparably, total renewable energy
generated also increased (by 24.4% to
493,804 MWh) over the same period a year
ago.

2 Tonnes of cane to tonnes of sugar (TCTS).

13 Combination of factors include unfavourable
weather conditions, increased burnt cane and
frequent mill breakdowns.

Graph 8
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Similarly, electricity consumption rose
annually by 9.3 percent (to 816,932 MWHh)
in the year to September, mainly due to
increased demand from industrial (12.8%),
domestic (9.1%), and commercial (8.1%)
consumers (Graph 9).

Graph 9
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The mining sector continued its strong
performance cumulative to September,
boosted by production from Tuvatu gold
mine.® Gold production increased by 32.3
percent to 21,960 ounces (o0z) following a
13.0 percent contraction® in the same
period in 2023 (Graph 10). Mineral water
production on the other hand, contracted in

14 Energy Fiji Limited.
15 Tuvatu started production in December 2023.
16 By Vatukoula Gold Mine Limited (VGML) alone.
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the same period (-9.9%) due to ongoing
calibration work at the plant.t’

Graph 10
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The timber industry recorded some
improvements over the year. Cumulative
to September, pinewood supply contracted
by 32.5 percent (to 120,652 tonnes), mainly
attributed to sufficient stock in the
yards. However, sawn timber production
rose by 18.2 percent (to 21,701 cubic
meters (m®)), similar to the wood chip
production which grew by 13.1 percent (to
173,890 tonnes). The positive outcome in
woodchip production was driven by higher
export demand. Contrastingly, mahogany
production contracted by 0.7 percent to
17,372m? in the year to September, owing
to adverse weather conditions limiting
access to forests and a shift of contractors
to the pine industry due to its increased
activity.

Consumption

Consumption  activity was  positive
cumulative to September as denoted by
partial indicators, backed by increased
tourism  demand, higher disposable
incomes, government spending and higher
inward remittances.

" The Company is a major player in the industry.
18 The VAT rate on non-essential items increased
from 9 percent to 15 percent since 1 August 2023.

Net Value Added Tax (VAT) collections
rose by 39.7 percent (to $1,088.8m)
cumulative to September, as higher
domestic (42.3%, to $708.1m) and customs
VAT (37.2%, to $654.3m) collections
more-than-offset the increase in refunds
(38.6%, to $280.1m) (Graph 11).:8
Additionally, the WRT Survey?® indicated
positive consumption sentiment, revealing
that total sales/service income rose
annually (4.3%) to $3,267.5 million up to
the June 2024 quarter, although lower in
comparison to the comparative 2023 period
(14.0%). However, in real terms, the WRT
sales income contracted by 2.2 percent in
the year to June, due to high prices.

Graph 11
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Commercial banks’ new lending for
consumption purposes grew? (28.0%) to
$1,324.6 million in the year to September,
driven by increased loans to the WRHR
sector (26.8% to $1,129.7m).

Similarly, vehicle registrations improved
by 18.1 percent (compared to a 9.3%
contraction a year ago) in the year to
September, largely due to increased
registrations of second-hand private
vehicles.

19 This survey is undertaken by the Fiji Bureau of
Statistics (FBOS) on a quarterly basis.

20 Excluding refinancing, to gauge appetite for fresh
loans.
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Looking ahead, consumption spending is
mirrored in the August RSS which now
expects a higher growth in retail sales of 5.0
percent, from 4.2 percent anticipated in the
previous survey.

Investment

Despite a relatively weak first half of the
year, investment activity has gradually
picked up from the third quarter, with
forward-looking indicators now suggesting
a more gradual improvement in activity.

The estimated value of work put-in-place,
a measure of construction activity, was
lower (-8.9% to $244.5m) on an annual
basis in June due to a slow uptake (-15.7%)
of private construction works. In real
terms,?? the total value was lower over the
guarter (-0.6%) and year (-8.1%), implying
slow-paced construction activity, linked to
Building Material Price Index (BMPI)
remaining elevated in the review period
despite noting a slight ease in prices.

However, while prices remain elevated, the
review period has noted an expansion in
new credit for investment purposes
(excluding refinancing) by 26.3 percent (to
$715.8m), largely attributed to the rebound
in lending to the building & construction
(B&C) sector (60.3% to $246.1m), which
is indicative of stronger investor
confidence. Domestic cement sales
increased by 9.4 percent (to 95,306 tonnes)
up to September, driven by increased
construction activity.

On price developments, building material
prices in September 2024 rose on a
quarterly basis by 3.0 percent (to 139.2
points). Higher prices of electrical
products and cement & related materials

2l Lagged Data.
22 Deflated outcome based on average BMPI
cumulative to June quarter data.

more-than-offset the fall in prices of
plumbing ware, and iron & steel (Graph
12). However, prices contracted (-0.3%)
on average in the year to September,
largely due to a decline in prices of cement-
related materials.

Graph 12
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The total number (2.6%) and value (51.8%)
of building permits issued,* a forward-
looking indicator, increased in the June
quarter, indicative of residential and non-
residential readiness to uptake new
construction projects.  On cumulative
basis, total number (-27.4%; to 466
permits) fell while a significant increase in
value (99.7% to $278.6m) was noted,
reflective of higher prices.

Going forward, the August BES showed
that sentiments on business conditions in
the medium term are positive (44.7%),
although optimism is not as strong when
compared to the previous survey
(45.0%). Furthermore, BES data
indicates that intentions to invest in plant
and machinery continue to be positive,
while sentiments on investment in
building has rebounded from the
February survey in the medium-term
outlook.

2 This is based on the new 2019 BMPI base.
2 Lagged Data.



RBF Quarterly Review

September 2024

Public Finance

Government debt stood at $10,442.0
million in September 2024, or 77.2 percent
of GDP® (Graph 13). Domestically
denominated debt totalled $6,677.7 million
(49.4% of GDP), while external debt stood
at $3,764.3 million (27.8% of GDP).

Graph 13
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Labour Market

Partial indicators of the labour market
continued to reveal signs of softening.
Results of the RBF Job Advertisements
Survey indicate that the demand for local
labour has moderated (-11.3% to 11,070
vacancies) cumulative to September,
compared to 1.1 percent decline in the
previous quarter (Graph 14). The reduction
in recruitment intentions was largely
observed in the community, social and
personal services, WRHR and electricity &
water sectors. The August 2024 BES
revealed that sentiments for employment
were lower (37.5% from 50.7% in the
February Survey), in line with Job
Advertisements, citing no changes in

2 Based on Nominal GDP.
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business operations, high cost of labour and
improved efficiency in the workplace.

Furthermore, higher wages (10.9%) and
PAYE (24.5%) collections were recorded
in the year to September, reflecting
enhanced wage compensation strategies
directed towards employee retention and
wage bargaining amid high cost-of-living
pressures. Likewise, this aligns with the
August BES confirming that a majority
(78.0%) of employers raised wages as a
retention incentive as they experienced loss
and difficulty in finding replacement for
highly skilled and semi-skilled workers.

Cumulative to September, the movement of
Fijian citizens abroad continued to decline
(-33.1%) since March 2024, following
policy tightening in source countries.
Specifically, resident departures for
education and training fell by 52.5 percent
(-2,379 people), while emigration declined
by 28.9 percent (-703 people). Similarly,
departures for employment dropped by
23.0 percent (-1,436 people), and
departures for other purposes decreased by
26.6 percent (-476 people) compared to the
same period in 2023.

Cumulative departures under labour
mobility schemes also decreased by 28.6
percent due to stricter labour policies
abroad. According to the August BES,
future hiring intentions from abroad had
eased as more businesses had expressed
that they would not be importing labour.
The survey also reflected a reduction in
businesses affected by migration (86.1%)
compared to the February Survey results
(94.6%), which is indicative of cooling
labour activity. Sectors largely affected
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were the ICT, finance & insurance,
manufacturing, and wholesale & retail
trade.

Graph 14
Job Advertisement Survey
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Inflation

The annual headline inflation rate in
September settled at 4.2 percent, from 6.7
percent recorded in June. Food and non-
alcoholic  beverages and  alcoholic
beverages, tobacco & narcotics categories
were the major contributors to the outcome
(Graph 15).

Graph 15
% Headline Inflation
8 1 (Year-on-Year)

0

_2 J
Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Mar-24 Jun-24 Sep-24

Source: FBOS

The 2024 year-end inflation is projected to
settle at 3.5 percent, lower than 5.1 percent
recorded in December 2023. This is mostly
based on the recent trend in inflation which
has slowed since July (6.8%) as the impact
of VAT rate hike implemented last year
wanes.

% Excluding aircraft.
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In addition, businesses expect inflation to
remain elevated in the medium term as per
the latest BES, with majority indicating that
inflation could fall within the 4-6 percent
range for the next 12 months, similar to
previous survey outcomes. This aligns
with economic sentiments and the current
inflationary environment.

External Sector

In the year to July, Fiji’s trade deficit?
narrowed by 3.8 percent annually, totalling
$2,444.0 million, compared to a slightly
greater $2,539.8 million deficit in the same
period last year. A strong export
performance over the first seven months of
2024, particularly from re-exported items,
comfortably offset the near stagnation in
merchandise imports, influencing the
narrowed outcome.

Total merchandise exports (excluding
aircraft) in the review period grew by 7.7
percent to $1,361.0 million. Re-exports of
fresh fish, machinery, and mineral fuel led
the acceleration and was complemented by
domestic exports of gold, kava and
woodchips.

Over the same period, merchandise imports
plateaued with an annual growth of 0.04
percent to tally $3,804.9 million, slower
than the 11.2 percent expansion observed in
the comparable 2023 period. However, this
outcome was partially shaped by a higher
July 2023 base effect.?” Continued growth
in machinery and transport equipment
imports, complemented by imported
manufactured goods was offset by a broad
decline in all other import categories, led
by miscellaneous manufactured goods, and
animal & vegetable oils.

27 A one-off $107.0m medical equipment import.
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Cumulative to June, tourism earnings grew
by 13.1 percent to total $1,136.8 million led
by both higher visitor arrivals and per-diem
expenditure. This compares to the 125.0
percent?® growth ($1005.4m) in the same
period in 2023 (Graph 16).

Graph 16
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Over the June quarter, tourism earnings
reached $646.1 million, 31.7 percent higher
($155.4m) than the March quarter.

Inward  remittances  cumulative  to
September 2024 grew by 6.9 percent to
$978.2 million, compared to a 22.2 percent
expansion in the comparable 2023 period
(Graph 17).% Outward remittances noted a
higher growth of 11.3 percent to total
$362.7 million, however, on a value basis,
the growth in inward remittances was

higher.  Increased personal transfers
mainly drove the inward remittance
growth.
Graph 17
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28 Higher percentage growth is due to base effect on
lower tourism in 2022 due to COVID-19 recovery.
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In terms of transfer channels, mobile
money (46.8%) constitutes the largest share
transfer modes, followed by foreign
exchange dealers (36.4%) and commercial
banks (16.8%).

Foreign reserves (RBF holdings) settled at
$3,762.0 million (6.1 MORI) at the end of
September  2024. This was an
improvement of $457.5 million from the
June quarter ($3,304.5m) as inflows
surpassed the outflows during the period
(Graph 18). Strong receipts upheld the
foreign reserves position, led by tourism-
related earnings, government loan
drawdowns, merchandise export proceeds
and other inflows, which outweighed the
elevated major payments. Foreign reserves
are projected to remain adequate over the
medium term.

Graph 18
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Domestic Financial Conditions

The RBF maintained its monetary policy
stance at 0.25 percent. The ample liquidity
alongside interest rates hovering around
historical levels, led to robust growth in
private-sector credit.

Ample liquidity in the banking system,
measured by banks’ demand deposits
(BDD), increased by 22.1 percent on a

2% Recorded its highest monthly collection in
August 2024.
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quarterly basis to $2,343.0 million at the
end of September.

Financial Intermediaries

Broad money (M3) rose annually (6.7%)
to $11,727.3 million in September, higher
than the growth (6.4%) in the comparable
2023 period. The growth in M3 was
attributed to higher net domestic assets
(NDA) (6.9% from 8.1%) and net foreign
assets (NFA) (6.5% from 2.2%) in
September.  The outturn in NDA was
driven particularly by private sector credit
(11.1%, $995.3m) to business entities
($691.3m) and  households  (HHs)
($383.1m). Additionally, NFA was largely
driven by increases in gross reserves
($180.1m) as well as other foreign assets
($64.0m) during the same period.

Within M3, narrow money (M1) increased
(6.5%) annually, led by higher transferrable
deposits (7.3%, $546.6m), particularly
demand deposits of non-bank financial
institutions (NBFIs) and HHs.  Other
deposits also rose (9.1%, $241.8m) in
September, which more-than-offset
contractions in currency in circulation (-
1.0%, $46.7m) and the decline in securities
other than shares (-56.2%, $42.1m).

Commercial banks’ outstanding loans
rose by 12.6 percent ($1,038.0m) to
$9,303.0 million in the year to September,
compared to 7.4 percent in the same period
last year. The outcome was led by higher
lending to the WRHR ($323.4m), HHs
($277.0m) and the real estate ($192.5m)
sectors that jointly comprises 69.7 percent
of CBs’ lending activities (Graph 20).
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New lending by commercial banks
increased significantly (22.%, $611.3m)
cumulative to  September, totalling
$3,293.5 million, underpinned by increased
new credit to the WRHR ($294.6m), HHs
($123.5m), B&C  ($78.0m) and
professional & business services ($48.0m)
sectors, which offset the decline in lending
to the public enterprise (-$39.4m),
manufacturing (-$14.2m) and mining &
quarrying (-$3.9m) sectors.

Commercial banks’ lending rates
continued to fall, however, term deposit
rates rose over the review period. The
weighted average outstanding lending rate
fell to 4.66 percent, from 4.90 percent
recorded in September last year. Similarly,
the weighted average new lending rate fell
to 4.84 percent from 4.89 percent in the
previous year.

The upturn in the weighted average time
deposit rates is attributed to movements in
short-term maturities offering higher rates
and attracting higher volume of deposits.
Existing time deposit rates rose to 1.69
percent in September from 1.23 percent in
September 2023. Likewise, the weighted
average new time deposit rate increased to
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2.16 percent from 1.19 percent in the
previous year.

As a result of these movements, both the
new (102bp) and outstanding (71bp)
interest rate spread narrowed in the year to
September (Graph 21). The movement of
the spreads is reflective of the comfortable
level of banking system liquidity and risk
appetite of banks.

Graph 21
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According to the August 2024 BES, most
respondents expect commercial banks’
lending rates to remain stable in the short to
medium term, with commercial banks
being the main source of credit for 66
percent of the respondents.

Money Market

Government treasury bills (T-Bills) were
undersubscribed by $64.0 million in the
September quarter, with a total of $70.0
million accepted on the 91 and 364-day
maturity ranges, yielding®® 0.10 percent and
1.14 percent, respectively. The overall
quarterly movement was primarily due to
the August results as there were no issuance
on T-bills in July and September. The T-
bills have been undersubscribed for the
majority of 2024 which has prompted the

30 Rates quoted for the money and bond market are
the weighted average rates.
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increase in T-bill rates in recent months.
Bond Market

The Fiji Government Infrastructure bonds
were undersubscribed by $43.2 million in
the September quarter, and $234.8 million
was accepted on the 2, 5, and 20-year
maturities with yields of 0.95, 5.00 and
4.75 percent respectively. There were Viti
bonds issued in September only which
were undersubscribed by $31.5 million in
the same quarter and $8.5 million was
accepted on 5 and 10-year maturities with
yields of 3.00 and 4.00 percent,
respectively.

Exchange Markets

Exchange rate movements between the
Fijian dollar (FJD) and major trading
partner currencies noted mixed outcomes
over the year to September (Graph 22).

Graph 22
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The Fijian dollar (FID) appreciated against
the United States Dollar (USD) (3.9%) but
depreciated against the Australian dollar
(AUD) (-3.3%), NZD (-2.2%), the Euro
(EUR) (-1.6%) and the Japanese Yen (JPY)
(-1.0%) annually in September.
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Banking Industry Quarterly Condition
Report — 30 June 2024

Overview — Commercial Banks

The overall performance of the commercial
banking sector was assessed as satisfactory,
based on satisfactory earnings, capital and
liquidity positions, with a marginal rating
for asset quality.

Balance Sheet

Total assets of commercial banks stood at
$14.4 billion, with a growth of 3.4 percent
(or $476.0m) over the quarter, and 5.4
percent (or $740.0m) over the year.

The growth over the quarter was largely
attributed to the increase in net loans (by
$378.2m), deposits with banks and at call
(by $107.1m), ‘other’ assets (by $24.8m),
exchange settlement account (by $23.2m)
and statutory reserve deposits (by $8.2m),
which was offset by the decline in
investments (by $64.4m) (Graph 23).

Graph 23
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Total deposits increased by 3.0 percent (or
$339.9m) over the quarter to $11.6 billion,
underpinned by increases in demand
deposits (by $338.5m) and time deposits
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(by $2.2m), while savings deposits
decreased by $0.8 million (Graph 24).

Graph 24
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The growth in demand deposits of 3.9

percent (or $338.5m) over the quarter to
$9.0 billion was underpinned by deposit
placements from private sector business
entities (PSBEs) (by $200.9m), public
enterprises (PEs) (by $162.4m), private
individuals (Pls) (by $69.2m), and non-
residents (by $68.1m), which were partially
offset by the withdrawals made by non-
bank financial institutions (NBFIs) (by
$109.4m), and central/local Government
(by $52.7m).

Similarly, time deposits grew by 0.1
percent (or $2.2m) to $2.5 billion, largely
due to the increase in deposit placements by
NBFIs (by $81.4m), which was partially
offset by the withdrawals made by PEs (by
$57.0m), PSBEs (by $18.6m), Pls (by
$3.6m), and non-residents (by $1.2m).

However, savings deposits declined by 1.7
percent (or $0.8m) to $46.1 million, as a
result of withdrawals made by Pls (by
$0.4m), local Government (by $0.2m) and
PSBEs (by $0.2m). In terms of
composition, demand deposits continued to
account for the largest share of commercial
banks’ total deposits at 78.1 percent,
followed by time and savings deposits at
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21.5 percent and 0.4 percent, respectively.

Commercial banks’ gross loans and
advances stood at $9.3 billion, registering a
growth of 4.2 percent (or $373.1m) over the
quarter and 11.8 percent (or $974.9m) over
the year.

The quarterly increase in lending was
largely driven by loans to PSBEs (by
$294.9m) and Pls (by $75.9m) (Graph 25).

Graph 25
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Sectoral  lending  concentration  of
commercial banks continued to be in the PI
sector at 27.6 percent, followed by the
wholesale, retail, hotels & restaurants
(WRHR) (22.4%), real estate (19.8%), and
building and construction (8.7%) sectors.

New loans disbursed during the review
quarter amounted to $1.2 billion and were
dominated by the wholesale, retail, hotels
& restaurants (WRHR) sector at 37.7
percent (or $433.6m), followed by Pls at
18.9 percent (or $218.0m) and real estate at
13.8 percent (or $159.2m) sectors.

Capital Adequacy

Commercial banks’ combined capital
adequacy ratio stood at 17.2 percent as at

Jun-24
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30 June 2024 (March 2024: 17.9%),
attributed to a larger increase in total risk
weighted assets by 5.1 percent (or
$446.5m) compared to the increase in total
capital by 1.1 percent (or $16.5m).

All commercial banks complied with the
prudential minimum capital adequacy
requirement of 12.0 percent and continued
to be assessed as satisfactory (Graph 26).

Graph 26
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The increase in total capital was

underpinned by the increase in unaudited
retained profits (by $25.0m), which
outweighed the decreases in audited
interim retained profits and general
provision for doubtful debts by $15.3
million and $0.9 million, respectively.

Similarly, the increase in total risk
weighted assets was mainly due to the
increase in on-balance sheet exposures by
5.1 percent (or $390.2m) to $8.1 hillion,
emanating largely from 100 percent risk
weighted assets and off-balance sheet
exposures by 5.5 percent (or $56.4m) to
$1.1 billion.

Non-performing loans (NPLs) less specific
provisions to capital ratio stood at 14.5
percent, further decreasing from 15.9
percent reported in the prior quarter, due to
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the reduction
increased.

in NPLs while capital

Asset Quality

Asset quality for commercial banks
continued to be assessed as marginal as at
30 June 2024, even though classified
exposures to gross loans ratio has reduced
to 3.8 percent (March 2024: 4.3%) (Graph
27).
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Commercial banks’ classified exposures
declined over the quarter by 7.0 percent (or
$26.7m) to $353.9 million, on the back of
decreases in substandard (by $32.6m to
$182.3m) and loss (by $2.0m to $44.7m)
categories, which offset the increase in the
doubtful category (by $7.9m to $127.0m).
The special mention category noted also a
significant decrease of 13.3 percent (or
$40.5m) to $263.6 million. The decreases
noted in the review quarter were mainly
due to the upgrading of accounts to the
standard category.

Total past due levels for commercial banks
declined over the quarter by 9.3 percent (or
$20.7m) to $202.8 million (Graph 28),
attributed to decreases noted in accounts
aged “six months to one year” by $36.7
million and “one to two years” by $10.8
million, which offset the increases in
accounts aged “three to six months” by
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$15.3 million and “over two years” by
$11.5 million. Less than three months
accounts decreased by $52.8 million to
$303.3 million.

NPLs were concentrated in the Pls sector at
25.9 percent, followed by the real estate
(22.4%), WRHR (15.3%), manufacturing
(10.7%) and transport & storage (10.5%)
sectors.

In terms of coverage, specific provisions
declined over the quarter by 4.5 percent (or
$5.2m) to $110.4 million, due to the
reductions in both collectively assessed
provisions (by $1.5m) and individually
assessed provisions (by $3.7m), while
banks’ impaired assets increased. Specific
provisions to non-performing loans stood
at 31.2 percent (March 2024: 30.4%).

Graph 28
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General reserve for credit losses (GRCL)
slightly increased by 0.4 percent (or $0.5m)
to $127.9 million and covered 1.4 percent
of net loans.

Earnings and Interest Spread
Commercial banks’ earnings performance

was assessed as satisfactory, despite a
slight decline in net profit before tax by 1.7
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percent (or $1.5m) to $87.0 million
compared to $88.5 million recorded in the
prior quarter.

The quarterly decline in after tax profits
was underpinned by the decrease in net
interest income (by $3.0m) coupled with
the increase in operating expenses (by
$0.6m). On an annual basis, net profit
before tax increased by 17.7 percent (or
$13.1m) from $73.9 million (Table 1).

Table 1
Commercial Banks’ Combined Income
Statement

Quarter Jun-  Mar- Jun- % Change
Performance 23 24 24
$M Over Over

Qtr. Year
Interest 111.0 1145 1145 - 3.2
Income
Interest 13.1 16.0 19.0 18.8 45.0
Expense
Net interest 97.9 985 955  (3.0) (2.5)
income
Add: Non 63.4 65.5 67.6 3.2 6.6
interest
income
Income from 26.7 28.1 29.9 6.4 12.0
overseas
exchange
transactions
Commission 49 35 35 - (28.6)
Fee Charges 20.1 21.8 22.8 4.6 134
Other income 11.6 12.1 114  (5.8) 1.7)
Equals
Total 161.2 1640 1631 (0.5) 12
operating
income
Less: 70.0 79.0 79.6 0.8 13.7
Operating
expenses
Less: Bad 17.4 (3.6) 35) (2.8) (120.1)
Debts &
provisions
Equals:
Profit before 73.9 88.5 87.0 (L.7) 17.7
tax
Less: Tax 11.9 20.7 206 (0.5) 73.1
Net profit 61.9 67.8 66.5 (1.9) 7.4
after tax

Source: Commercial Banks
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Commercial banks’ operating income
stood at $163.1 million, a decline of 0.5
percent (or $0.8m) from the prior quarter.
This was largely due to the decrease in net
interest income by 3.0 percent (or $3.0m),
despite the improvement noted in non-
interest income by 3.2 percent (or $2.2m).

Operating expenses grew over the quarter
by 0.8 percent (or $0.6m) to $79.6 million,
attributed to increases in ‘other expenses’

(by $0.7m) and ‘other management
expenses’ (by $0.1m) while
depreciation/amortisation expenses

declined (by $0.3m). Bad debts and
provisions fell by 2.8 percent, mainly due
to write back of provisions or reduction in
loan loss provisions, emerging from the
decrease  in  individually  assessed
provisions. Bad debt write-offs increased
by $0.3 million while recoveries
marginally declined to $0.9 million.

While operating expenses increased and
operating income declined, resulting in an
increase in efficiency ratio from 48.2
percent to 48.8 percent.

The annualised return on assets (ROA)
remained unchanged at 2.5 percent in the
review quarter while the return on equity
(ROE) for commercial banks decreased
over the quarter to 15.9 percent (March
2024: 16.4%).

The combined interest spread for
commercial banks declined over the quarter
by 26 basis points to 3.03 percent, due to
the decrease in yield on earning assets,
while cost of funding increased (Graph 29).
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Graph 29 adequately placed to meet short term
ercent Commercial Banks' withdrawal of funds (Graph 30).
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continued to be assessed as satisfactory in
the review quarter. Overview — Credit Institutions
Commercial ~ banks”  liquid  assets™ The overall performance of credit
increased for over the quarter by 1.8 institutions continued to be assessed as
percent (or $64.8m) to $3.7 billion, largely satisfactory in the June 2024 quarter,
attributed to the increase in balances due Supported by Satisfactory CapitaL earnings
from banks (by $107.1m) and ESA (by and liquidity positions, and a poor asset
$23.2m), which offset the decreases in quality rating.
investments (by $64.4m) and cash on hand
(by $1.0m). Balance Sheet
The liquid asset ratio, which is an indicator Credit institutions’ consolidated balance
of the |IQU|d assets available to meet sheet expanded over the quarter by 2.8
expected and unexpected demand for cash, percent (or $20.0m) to $735.2 million as at
stood at 25.3 percent in the June 2024 30 June 2024, on the back of increases in
quarter, compared to 25.7 percent in the net receivables (by $13.8m), deposits with
prior quarter while loans to deposits ratio banks (by $9.3m) and other assets (by
increased to 79.9 percent (March 2024: $7.3m), which offset the decrease in fixed
79.0%). assets (by $10.0m).
Furthermore, commercial banks’ core On an annual basis, credit institutions’
liquidity® ratio increased to 159.5 percent balance sheet grew by 7.3 percent (or
from 137.8 percent recorded in the prior $49.9m) from $685.3 million (Graph 31).
quarter. Commercial banks were
3 Liquid assets include cash on hand, demand balances at 32 Core liquidity includes cash on hand, demand balances at
RBF, demand and term balances due from corresponding RBF and demand balances due from corresponding foreign
foreign banks and holding of Government and Quasi banks. Core liquidity ratio is the ratio of core liquidity to
Government debt securities. term deposits maturing in three months or less plus demand

deposits of non-bank financial institutions.
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Balance Sheet Funding

Total deposits increased by 5.1 percent (or
$21.9m) over the quarter to $447.2 million,
attributed to new deposit placements by
NBFIs (by $10.6m), Pls (by $8.5m), central
Government (by $4.4m) and PSBEs (by
$2.4m), which outweighed the withdrawals
from PEs (by $2.4m) and local Government
(by $1.5m). On an annual basis, total
deposits increased by 7.1 percent (or
$29.8m) (Graph 32).

The Pls sector account for the majority of
the credit institutions’ term deposits at 35.4
percent, followed by the PSBEs (27.5%),
NBFIs (18.1%) and PEs (16.7%).

The 15 large depositors stood at $274.8
million and represented 61.5 percent of the
credit institutions’ total deposits.

Financial Intermediation

Lending by credit institutions increased
over the quarter by 2.1 percent (or $11.8m)
to $559.9 million and accounted for 76.2
percent of total assets. The growth in
lending was largely driven by the increases
in borrowings by Pls (by $9.9m) and
PSBEs (by $2.1m) sectors.

Over the year, gross loans increased by
11.2 percent (or $56.4m) from $503.4
million.
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Loans to Pls increased by 3.7 percent (or
$9.9m) to $277.1 million, underpinned by
loans for cars, motorcycles and other
personal transport and ‘others’ which
comprised of personal loans, and credit
card receivables.

Similarly, loans to PSBEs increased by 0.7
percent (or $2.1m) to $281.1 million,
whereby increases were largely noted in
lending to the manufacturing and real estate
sectors.
Graph 32
Credit Institutions’ Customer Term
Deposits and Loans and Advances

=" Gross Loans, Advances and Leases (RHS)
=== Customer Term Deposits (RHS)

Percent e Annual Deposits Growth Rate (LHS) $M
e Annual Loans Growth Rate (LHS)
40 700
30 600
20 500
400
10
300
0 200
10 100
-20 0

2019 2020 2021 2022 2023  Mar-24  Jun-24

Source: Credit Institutions

The PSBEs sector continued to account for
majority of the credit institutions’ gross
loans at 50.2 percent, followed by PIs
(49.5%) and public enterprise (0.2%)
sectors.

The 15 largest credit exposures were
reported at $37.5 million and represented
6.7 percent and 23.1 percent of the credit
institutions’ gross loans and total capital,
respectively.

Capital Adequacy

Credit institutions’ capital adequacy ratio
continued to be assessed as satisfactory for
the review quarter, despite the decline from
28.9 percent to 25.6 percent in the June
2024 quarter. The decrease in capital
adequacy ratio was largely attributed to the
decline in total capital (by $17.0m) and the
increase in risk weighted assets (by $8.7m).
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All credit institutions maintained their
capital adequacy ratios above the minimum
prudential requirement of 15.0 percent.

Total capital declined over the quarter by
10.0 percent (or $17.0m) to $152.9 million,
attributed to decreases in unaudited
retained profits (by $6.2m) and ‘others’
category (by $3.8m), which outweighed the
increases in goodwill/other intangibles
assets (by $8.0m).

Total risk weighted assets increased by 1.5
percent (or $8.7m) to $596.5 million,
because of the increase in other loans to
private sector (by $9.1m) and ‘other’ assets
(by $11.9m), which were offset the
decrease in premises, plant, equipment &
other fixed assets (by $10.2m).

Credit institutions’ ability to withstand
NPLs related losses, as indicated by the
NPLs less provisions to capital ratio,
increased from 19.3 percent to 22.9 percent
as at 30 June 2024, due to the increase in
classified exposures (by $1.9m) while
specific provisions and capital and reserves
declined by $2.9 million and $5.1 million,
respectively (Graph 33).
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Asset Quality

Asset quality of credit institutions
continued to be assessed as poor as
classified exposures to gross loans ratio
was reported at 10.3 percent (March 2024:
10.2%) (Graph 34).
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Classified exposures increased over the
quarter by 3.4 percent (or $1.9m) to $58.0
million, due to the increase in substandard
accounts (by $8.4m) while doubtful and
loss accounts declined by $6.1 million and
$0.4 million, respectively. Special mention
accounts stood at $58.6 million compared
to $73.8 million in the prior quarter.
Impaired assets, on the other hand declined
over the quarter by 23.8 percent (or
$11.9m) to $38.0 million and represented
6.8 percent of gross loans.

In terms of coverage, specific provisions to
classified exposures declined to 36.0
percent from 42.3 percent recorded in the
prior quarter. This was underpinned by the
decrease in specific provisions, which
stood at $20.9 million, registering a decline
of 12.0 percent (or $2.9m) over the quarter,
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while classified exposures increased to
$58.0 million.

GRCL increased by $3.4 million to $12.4
million and covered 2.3 percent of net loans
as at 30 June 2024.

Past due levels stood at $46.1 million in the
review quarter, a decrease from $48.5
million recorded in the prior quarter.
Decreases were noted in the 6 months — 1
year (by 46.8%), 1 — 2 years (by 16.2%)
and over 2 years (by 33.0%), which
outweighed the increase noted in the 3 — 6
months (by 52.4%) (Graph 35).

Graph 35
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Earnings and Interest Spread

Credit institutions’ earnings performance
though still assessed as satisfactory for the
review quarter, noted a reduction in profit
before tax to $7.2 million compared to $8.7
million reported in the prior quarter. The
decrease in profit before tax was largely
due to the increase in bad debts and
provisions by $1.2 million and operating
expenses by $2.1 million.

On an annual basis, profit before tax
declined by 32.1 percent (or $3.4m) (Table
2).
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Table 2
Quarter Jun-  Mar- Jun- 0
Performance 23 24 24 % Change
($m) Over Qtr.  Over Yr.
Interest 207 221 239 8.1 155
Income
Interest
Expense 36 32 29 (9.4) (19.4)
Netinterest 171 189 21,0 11.1 22.8
income
Add: Non
interest income 10 08 (200) (500)
Commission 06 01 06 500.0 0.0
Fee Charges (1.3) 0.7 (0.3) (142.9) (76.9)
Dividends 20 00 00 - (100.0)
Rents 01 01 01 0.0 0.0
Otherincome 0.1 02 04 100.0 300.0
Total operating 16 5 199 278 95 17.2
income
Less:
Operating 7.7 9.0 111 23.3 44.2
expenses
Less: Bad
Debts & 03 23 35 52.2 1,066.7
provisions
g}‘(’mbefore 106 87 72 (172)  (32.1)
Less: Tax 06 18 24 33.3 300.0
t’:f(‘pmf“aﬂer 100 69 47| (3.9  (530)

Source: Credit Institutions

Net interest income stood at $21.0 million
in the compared to $18.9 million in the
prior quarter, largely due to the increase in
interest income by 8.1 percent to $23.9
million, complemented by the decrease in
interest expense by 9.4 percent to $2.9
million. The non-interest income
decreased by 20.0 percent to $0.8 million in
the review quarter was due to decreases in
service charges/fees.

Operating expenses increased by 23.3
percent (or $2.1m) over the quarter to $11.1
million, underpinned by the increases in
personnel expenses, depreciation/
amortisation expenses and other expenses.
Bad debts and provisions increased by 52.2
percent (or $1.2m) over the quarter to $3.5
million.
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Efficiency ratio deteriorated to 51.1 percent
compared to 45.1 percent in the prior
quarter, as a result of a greater increase in
operating expenses (by 23.3%) compared
to the increase in operating income (by
9.5%).

Credit institutions’ annualised interest
margin (interest spread) widened to 11.9
percent in the review quarter, compared to
10.8 percent in the previous quarter, with
an increase noted in the yield on earnings
assets, whilst cost of funding liabilities
decreased (Graph 36).
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Credit institutions’ annualised ROE and
ROA ratios (before tax) were recorded at
17.4 percent and 4.0 percent, respectively
for the June 2024 quarter.

Liquidity

The liquidity position of credit institutions
continued to be assessed as satisfactory as
at 30 June 2024.

Liquid assets® increased by 6.5 percent (or
$8.9m) over the quarter to $144.9 million,
because of increases in deposits with banks.
Liquid assets represented 19.7 percent of
the credit institutions’ total assets.

33 Liquid assets include demand and term balances with
banks, and holdings of Government and Quasi Government
debt securities.
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Core liquidity®* ratio declined over the
quarter to 85.0 percent from 98.8 percent,
attributed to a greater increase in maturing
short term deposits compared to the
increase in core liquid assets (Graph 37).
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Insurance Industry Quarterly Condition
Report — 30 June 2024

Life insurers’ overall performance
continued to be assessed as satisfactory in
the June 2024 quarter, based on a strong
solvency position, with satisfactory
liquidity and earnings levels.

Life Insurance Sector
Capital

Life insurers’ solvency was assessed as
strong, following the increase in
consolidated solvency surplus to $505.7
million as at 30 June 2024, well above the
minimum solvency requirement of $41.3
million (Graph 38).

The solvency surplus grew by 7.3 percent
(or $34.6m) on the back of a greater
increase in admissible assets by 2.4 percent

34 Core liquidity includes demand balances with banks.
Core liquidity ratio is the ratio of core liquidity to term
deposits maturing in three months.
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(or $47.6m) to $2.05 billion, compared to
the marginal increase in admissible
liabilities by 0.8 percent (or $12.6m) to
$1.5 billion. Therefore, the net adjusted
assets were reported at $547.0 million from
$512.1 million in the prior quarter.

Graph 38
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Assets

Total assets of the life insurers noted a
steady expansion by 1.5 percent (or
$31.9m) to $2.1 billion over the quarter,
while noting an increase of 6.9 percent (or
$136.4m) from $2.0 billion over the year.

The expansion in total assets over the
quarter primarily emanated from the
substantial increase in investments (by
$41.7m) and other assets (by $3.3m),
partially offset by the decreases in cash on
hand (by $14.3m) and other smaller
movements

The investment portfolio continued to
dominate the total assets of the life
insurance sector at 87.6 percent, followed
by other secured loans and cash on hand at
6.1 percent and 4.2 percent, respectively
(Graph  39). Government  securities
remained the largest component of total
investments at 56.7 percent, followed by
shares at 26.2 percent, land and buildings at
10.0 percent, bank deposits at 6.1 percent
and debentures at 1.0 percent.
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Total investments of life insurers reported
an upward trend over the quarter,
increasing by 2.3 percent (or $41.7m) to
$1.9 billion. The growth was primarily
driven by increases in bank deposits (by
$31.2m), Government securities (by
$19.7m), shares in non-related persons (by
$4.5m), debentures with related persons
(by $4.2m) and land & buildings (by
$3.9m) (Graph 40). On an annual basis,
investments grew by 6.2 percent (or
$108.4m) from $1.8 billion.

Graph 40
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Liabilities

Total liabilities of the life insurance sector
grew by 1.5 percent (or $29.5m) for the
third quarter to $2.0 billion, on the back of
a 1.9 percent (or $36.6m) increase in the
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balance of revenue account, which
continued to dominate liabilities at 96.4
percent. Annually, an increase of 6.3
percent (or $120.6m) from $1.9 billion was
noted for the total liabilities of the life
insurance sector.

On the other hand, other provisions further
declined by 10.8 percent (or $5.2m) to
$42.9 million, stemming from the decrease
in taxation (by $5.6m) which compensated
for the increase in employee entitlements
by $0.3m. ‘Other’ liabilities also reduced
by 5.8 percent (or $1.2m) to $19.9 million,
owing to decreases in sundry creditors and
amounts due to reinsurers by $0.8 million
and $0.4 million, respectively.

Earnings

Earnings level of life insurers was assessed
as satisfactory for the June 2024 quarter,
after recording an improvement in the
consolidated after-tax profit by 42.3
percent (or $5.1m) to $17.0 million. In
terms of annual movements, an increase of
3.4 percent (or $0.6m) was noted from
$16.5 million recorded in the previous year.

Total income grew over the quarter by 21.6
percent (or $15.7m) to $88.5 million,
largely due to the growth in asset value
appreciation (by $17.7m) and investment
income from interest (by $1.7m). The
increases were slightly counterbalanced by
the reduced net insurance premium (by
$5.1m) and other smaller movements.

Correspondingly, total outgoings of life
insurers also increased by 12.7 percent
($7.8m) underpinned by increases in policy
liabilities (by $6.1m) and net policy
payments (by $2.5m), which were slightly
offset by the declining operating expenses
(by $0.9m).
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Liquidity

Life insurers’ core liquid assets further
increased by 9.1 percent (or $16.9m) to
$202.1 million, arising from the increase in
bank deposits by $31.2 million, while cash
on hand contracted by $14.3 million.

The broad liquidity ratio (incl. Government
securities), which measures the ability of
life insurers to meet their total liabilities,
marginally increased to 62.2 percent from
61.3 percent in the previous quarter.
Overall, the liquidity position of life
insurers continued to be assessed as
satisfactory.

General Insurance Sector
Capital

General insurers’ solvency position was
assessed as strong, following an increase in
the consolidated solvency surplus by 14.0
percent (or $21.9m) to $177.8 million,
above the mandated requirement of $40.0
million (Graph 41).
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The overall net adjusted assets expanded by
11.8 percent (or $23.0m) to $217.7 million,
stemming from the increase in total
admissible assets by 2.9 percent (or
$16.1m) coupled with the decline in total
adjusted liabilities by 1.9 percent (or
$6.9m). This was slightly offset by the
increase in solvency requirement by 3.0
percent (or $1.2m) leading to an overall
expansion in the solvency surplus for the
June 2024 quarter.

Assets

Total assets of the general insurance sector
noted a steady growth during the review
guarter by 2.3 percent (or $14.2m) to
$621.7 million. Annually, total assets
increased by 5.8 percent (or $33.9m) from
$587.8 million.

The quarterly growth in total assets was
mainly driven by increases in cash on hand
(by $24.9m), outstanding premium for 3
months and under (by $13.6m), other fixed
assets (by $2.8m), other intangible assets
(by $2.3m), Government securities (by
$1.4m), shares in non-related persons (by
$1.4m), and other smaller increases.

These gains were partially offset by
decreases in bank deposits (by $10.9m),
outstanding claims for over 3 months but 6
months and under (by $7.2m), amounts due
from reinsurers on claims paid for 3 months
and under (by $4.2m), deferred reinsurance
expense (by $4.0m), and amounts due from
reinsurers on outstanding claims (by
$4.4m).

A contraction was noted in total
investments of general insurers by $8.2
million to $347.6 million, largely attributed
to decreases in bank deposits (by $10.9m).
This was partially offset by the increase in
Government securities (by $1.4m) and
shares in non-related persons (by $1.4m).
As at 30 June 2024, total investments
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comprised 55.9 percent of the total assets of
the general insurance sector.

Bank deposits remained the largest
component of general insurers’ total assets
at 43.9 percent, followed by cash on hand
at 16.8 percent, outstanding premiums at
11.9 percent and amounts due from
reinsurers on outstanding claims at 7.0
percent (Graph 42).
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Reinsurance

Reinsurance premiums ceded offshore fell
substantially over the quarter by 69.2
percent (or $17.3m) to $7.7 million. All
general insurers complied with the
reinsurance requirements.

Liabilities

Total liabilities of general insurers noted a
decline over the quarter by 1.9 percent (or
$7.0m) to $353.7 million, and a similar
contraction over the year by 1.3 percent (or
$4.7m) from $358.4 million.

The reduction in total liabilities was
underpinned by the decrease in amounts
due to reinsurers (by $6.4m), sundry
creditors (by $1.5m) and outstanding
claims provision for reported claims (by
$2.5m).
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Outstanding claims provisions (admitted &
IBNR) continued to dominate the liability
of general insurers at 35.7 percent,
followed by unearned premium provisions
at 34.5 percent and ‘other’ liabilities at 24.7
percent (Graph 43).

Graph 43
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Earnings

Consolidated after tax profits of general
insurers noted a positive trend in the review
quarter by 172.9 percent (by $7.7m) to
$12.2 million (Graph 6). The significant
increase in profits was largely driven by the
improvement in the underwriting result for
the quarter by 79.2 percent (or $6.5m) to
$14.7 million. This was supported by the
increased net earned premiums by 17.5
percent (or $8.0m) that was partially offset
by the increase in net claims incurred by 3.0
percent (or $0.9m) to $30.7 million and
underwriting expense during the quarter by
7.0 percent (or $0.5m).

On the other hand, non-underwriting
income reported a greater increase by 68.0
percent (or $1.4m) as compared to the
increase in non-underwriting income by
11.9 percent (or $0.5m) (Graph 44).
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Liquidity

Core liquid assets (cash and bank deposits)
recorded an expansion of 3.8 percent over
the quarter (or $14.0m) to $377.2 million.

The broad liquidity ratio (incl. Government
securities), which measures the ability of
general insurers to meet their total
liabilities, increased to 107.5 percent from
101.2 percent in the previous quarter.
Overall, the liquidity position of life
insurers continued to be assessed as
satisfactory.

Insurance Broking
Earnings

The insurance broking sector reported an
expansion in after-tax profits of 110.1
percent (or $1.1m) to $2.1 million.

Total revenue grew from $3.3 million to
$8.4 million over the quarter, attributed to
the increased brokerage earned as
commission by 64.1 percent (or $3.1m) and
brokerage earned as fees by $0.3 million.
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Brokerage earned as commission continued
to dominate the total brokerage revenue at
93.3 percent, whilst brokerage earned as
fees made up 5.6 percent for the total
brokerage revenue.

Total expenses also increased during the
review quarter by 26.1 percent (or $1.0m)
to $4.7 million resulting from increases in
other expenses (by $0.7m), salaries and
wages (by $0.2m) followed by other
smaller movements.

Broking Account

The broking account balance fell during the
review period by 23.5 percent (or $4.9m) to
$15.8 million, with decreases noted in both
monies received and money withdrawn
over the quarter.

Total monies received by insurance brokers
fell by 30.1 percent (or $24.5m) to $57.0
million with decreases mainly noted for
premiums received from insureds for
payment to local insurers (by $17.4m) and
premiums received from insureds on
account of offshore insurers (by $7.0m).
These two categories account for the
majority of total monies received at 82.6
percent and 17.3 percent, respectively.

Similarly, total monies  withdrawn
decreased by 22.7 percent (or $18.1m) to
$61.9 million, with premium payments to
local insurers representing 63.0 percent (at
$38.9m), while premium payments to
offshore insurers and payments to self,
represented 23.0 percent (at $14.2m) and
13.6 percent ($8.4m), respectively.

Offshore Placements

A total of 262 offshore applications
amounting to $15.9 million in premiums
were approved during the quarter, when
compared to 402 applications at $27.1
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million, approved in the prior quarter
(Table 3).

The material damage and business
interruption (MD/BI) class continued to
dominate the share of premiums remitted
offshore at 43.4 percent, followed by term
life and others at 18.2 percent and 13.8
percent, respectively.

Table 3
Summary of Offshore Placements
June 2024 March 2024
G No. % Share
by ($m) of of ($m) No. of
Insurance A t App.
Class pp. amoun

Term life 2.9 9 18.2 4.3 13
Medical 0.1 16 0.6 19 32
Aviation 0.2 8 1.3 1.1 25
Professiona
I Indemnity 0.6 32 3.8 0.3 81
Comprehen
ot 08 | 22 5.0 10 53
MD/BI 6.9 13 43.4 15.1 15
il 03 | 15 19 03 | s
Hull
Travel 0.3 75 1.9 1.0 94
D&O** 1.1 19 6.9 0.6 27
Marine
Cargo 0.2 3 13 0.2 9
Pz 01 | 3 0.6 03 | 10
Violence
Pl 00 | s 0.0 01 | 10
accident
Marine
grotection | o2 | 15 13 01 | 8
Indemnity
Others 2.2 26 13.8 0.8 17
Total 159 | 262 100.0 271 | 402

Source: Insurance Brokers

Capital Markets Quarterly Performance
Report — 30 June 2024

Stock Market

The key performance indicators of the
stock market such as market capitalisation,
SPX Total Return Index (STRI), number of
trades, value & volume of shares traded
increased over the quarter. The buy and
sell ratio continued to reflect the excess
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number of listed securities on offer relative
to bids.

The market capitalisation for listed
securities expanded by 3.9 percent (or
$129.7m) over the quarter to $3,457.7
million and grew by 6.2 percent (or
$203.0m) over the year (Graph 45).
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The increase in market capitalisation was
attributed to the increase in the share prices
of three of the top five listed securities,
namely Amalgamated Telecom Holdings
(ATH) (by $0.20), Fijian Holdings Limited
(FHL) (by $0.04) and Vision Investments
Limited (VIL) (by $0.04). This growth
occurred alongside the quotation of
additional 71,970 shares by Pleass Global
Limited and 110,598 shares by Kontiki
Finance Limited on the SPX trading
platform on 22 April 2024 and 27 May
2024, respectively as part of their dividend
reinvestment plan.

The composition of the top five listed
securities remained unchanged in June
2024 quarter when compared to March
2024, with no new market participants
entering or exiting the top five listed
securities composition. Furthermore, the
top five listed securities comprised of 73.1
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percent of total market capitalisation in
June 2024, compared to 72.6 percent in the
preceding quarter.

Dividend returns were declared/paid by six
listed entities, of which four entities noted
an increase, while two listed entities
recorded a decline.

The SPX Total Return Index (STRI) for the
June 2024 quarter stood at 8,994.13, an
increase of 4.3 percent over the quarter
when compared to 8,624.22 in March 2024,
indicating an increase in capital and
dividends over the quarter. The STRI also
increased over the year by 8.48 percent
(June 2023: 8,291.37).

The average year-to-date (YTD) return for
listed entities was 10.88 percent for the
June 2024 quarter, consisting of capital
gains of 8.8 percent and a current yield of
2.08 percent.

During the June 2024 quarter, 935 trades
were recorded compared to 463 trades
reported in the preceding quarter (Graph
46).
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There was no special crossing transaction
reported for the June 2024 quarter. The
total volume and value traded increased by
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450.9 percent (or 4.6m) to 5.6 million and
647.5 percent (or $10.3m) to $11.9 million,

respectively (Graph 47).
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The buy to sell ratio increased over the
quarter to 1:20 from 1:17.

Managed Investment Schemes (MIS)
Market

The MIS market’s key performance
indicators of funds under management,
investment, net profit and number of
unitholders noted upward trends over the
quarter, while liquid assets declined.

Balance Sheet

The consolidated assets or funds under
management for the MIS market stood at
$636.8 million for the review quarter, an
increase of 4.3 percent (or $26.0m) from
$610.8 million reported in the previous
quarter.

The quarterly increase in funds under
management were mainly on the back of
the increase in unitholders funds by 4.6
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percent (or $19.6m) to $444.6 million and
reserves by 3.4 percent (or $6.3m) to
$192.1 million.

On an annual basis, the funds under
management noted an expansion by 17.9
percent (or $96.9m) from $539.9 million.

Assets

The consolidated assets of the MIS market
noted a further increase of 5.5 percent (or
$34.4m) to $655.5 million in the June 2024
quarter compared to $621.2 million in the
previous quarter. This was on the back of
an increase in investments by 6.3 percent
(or $32.4m) to $544.3 and accrued income
by 268.3 percent (or $10.9m) to $14.9
million. The increases were however
outweighed by the decline in cash on hand
by $8.6 million to $94.1 million, and other
assets by $0.2 million to $2.3 million.

The total combined investments of the MIS
market was reported at $544.3 million in
June 2024, an increase of 6.3 percent (or
$32.4m) over the quarter. This was
underpinned by the increase in term
deposits held with commercial banks and
credit institutions with a total value of
$100.1 million, an increment of 5.3 percent
($5.0m) over the quarter compared to $95.1
million reported in the preceding quarter.

Unlisted and listed securities also expanded
by 10.1 percent (or $18.4m) to $200.4
million and 4.1 percent (or $7.2m) to
$180.4 million, respectively.  Similarly,
investments in properties recorded an
increase of 66.5 percent (or $2.1m) to $5.4
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million compared to $3.2 million recorded
in the March 2024 quarter.

On an annual basis, the combined
investment portfolio of MISs expanded by
22.5 percent (or $100.0m) from $444.3
million.

Liabilities

Total liabilities significantly increased by
81.0 percent (or $8.4m) to $18.9 million
over the quarter compared to $10.4 million
reported in March 2024.

Distributions payables and redemptions
payable underpinned the increase in
liabilities by 266.0 percent (or $8.3) and
29.7 percent (or $1.0m) to $11.5 million
and $4.4 million respectively.  These
outweighed the decline in sundry creditors
by 41.3 percent (or $731.0k), ‘others’ by
8.9 percent (or $132.0k) and management
fee payable by 5.8 percent (or $37.1k).

Liquid Assets

Liquid assets of the MISs declined over the
quarter by 1.8 percent (or $3.6m) to $194.3
million, attributed to the decline in cash on
hand (by $8.6m), which was partially
outweighed the increase in term deposits
(by $5.0m).

As a result, the liquid assets to unitholders
ratio declined to 43.7 percent compared to
46.6 percent in the prior quarter.

Unit repurchases declined over the quarter
by 21.1 percent (or $2.4m) to $9.0 million,
attributed to a decline in repurchases for
institutional investors (by $2.7m) which
outweighed the increase in retail investors
(by $290.6). Total repurchases to
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unitholders fund ratio declined over the
quarter to 2.02 percent, from 2.68.

The decline in repurchases led to an
increase in the liquid assets to repurchases
ratio to 21.61 times, compared to 17.36
times recorded in the March 2024 quarter.

Earnings

The MIS market reported an increase in net
income after tax by 227.8 percent (or
$6.0m) to $8.6 million in the review quarter
(March 2024: $2.6m) (Table 4).

Table 4
MIS Combined Income Statement

Quarter Jun-23 Mar-24{Jun-24| % Change
Performance Over | Over

($M) Qtr. Yr.

Investment income | 10.2 4.2 10.3 | 145.2 1.0

Investment expense | 1.4 1.6 1.7 6.2 21.4
Net operating

. 8.8 2.6 8.6 |2308 | (2.3)
income

Other operating

income

Non-investment

lexpense

Income Tax

Net Profit after tax| 8.8 2.6 86 | 2308 | (2.3)

Source: MIS Returns

Investment income was reported at $10.3
million, an increase of 144.8 percent (or
$6.1m) over the quarter, while investment
expenses also increased by 7.8 percent (or
$124.9k). As a result of the increase in
investment income, the annualised return
on investment (AROI) expanded over the
quarter to 7.6 percent, from 3.3 percent

The Bond Market

The total value of bonds outstanding
marginally increased over the quarter by
2.7 percent (or $166.0m) to $6.3 billion,
compared to $6.2 billion reported in the
March 2024. This resulted from the
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additional issuance of bonds over the
quarter valued at $260.5 million, which
outweighed the decline in redemptions
valued at $94.5 million.

Government bonds continued to grow the
fixed income market through the issuance
of Fiji Infrastructure Bonds (by $260.5m).
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However, redemptions were noted for Fiji
Development Loan ($28.85m), Fiji
Infrastructure  Bonds  ($57.5m), Fiji
Development Bond ($4.0m) and Viti
Bonds ($4.2m).

There was no secondary trading of bonds
on the SPX in the review quarter.
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