THE QUIET ACHIEVER

On the back of a sustained period of high economic growth and political stability, Vanuatu has
every reason to look ahead with confidence.

STRONG GROWTH

Vanuatu, a Y-shaped archipelago located a
three-and-a-half-hour flight north-east of
Sydney, is the quiet achiever of the

South Pacific.

Lacking the abundant natural resources
of its larger Melanesian neighbour PNG, it
does not attract headline-grabbing large-
scale foreign direct investment. And yet
since 2004, under the Administration of
Prime Minister Ham Lini, it has enjoyed
strong growth driven by tourism and real
estate investment. GDP grew by a hefty
7.2% in 2006, while inflation was
just 1.9%.

A HIGHER PROFILE

Though its impressive economic
performance may have stayed below the
radar, it has nonetheless raised its profile
substantially over the past five years. First, in
2003 the filming of the American TV show
Survivor put Vanuatu on the map, then in
2006 the country shot to international fame
as the winner of a global survey to find ‘the
happiest place on earth.’

NEW INVESTMENT

Despite strong recent gains and a positive
investment climate, annual visitor arrivals
are still well below 100,000 and the outlook
for the tourism sector is excellent, one
reason why Australian property and hotel

group Mirvac recently chose Vanuatu to
open its first international hotel (The Sebel
Vanuatu).

Other prominent recent investors joining
Mirvac are French bank Bred Banque
Populaire and PNG finance company
Credit Corporation.

Agriculture is another sector with growth
potential. Vanuatu has some world-class
products such as coffee, organic beef and
vanilla (see box).

Vanuatu National Provident Fund
(VNPE), the country’s state superannuation
fund, is thriving and looking to play a more
active role in driving economic growth.

It recently constructed a new building
to house the Australian Chancery
(which entered a long term lease as VNPF’s



tenant) and is about to enter a similar
arrangement to construct a new head office
for the National Bank of Vanuatu.
According to VNPF General Manager Kelip
Sandy: “Whilst our strict trustee
requirements limit the kinds of projects we
can get involved in, we are interested in
partnering with reputable companies, both
domestic and international, in appropriate
projects.’

VNPF’s KELIP SANDY

VANUATU IN BRIEF

COMPREHENSIVE
REVIEW

The Foreign Investment Advisory Service in
Sydney, a joint agency of the World Bank
and International Finance Corporation, is
about to undertake a comprehensive review
of Vanuatu’s entire business environment.
Vanuatu came 62nd out of 178 in the 2007
World Bank Index of Ease Doing Business
(www.doingbusiness.org).

The future is not without risk, however.
Inflation is on the way up and Vanuatu runs
a perpetual trade deficit, which is offset by
foreign investment inflow. As Odo Tevi,
Governor of the Reserve Bank of Vanuatu,
concedes: “Without foreign investors, we
would have a problem.’

One of the biggest sources of irritation to
those investors is the inefficiency of the
Lands Department, which can cause
considerable delays to projects.

The Government’s budget will certainly
be stretched over the next 12 months by the
high world oil price, a recent pay increase
for its civil servants and the retirement of a
significant portion of its external debt.

Potential foreign investors will share the
Vanuatu business community’s concern over
a recent upsurge in crime against expatriates
in the country. The Government will need
to act fast if investor confidence is not to be
shaken.

Vanuatu has a young and growing
population (60% is under 25), and the lack
of opportunities in the outer islands in
particular is leading to urban drift and the
rise in crime in the Port Vila area.

A string of major infrastructure projects
should ameliorate this situation somewhat.
Vanuatu is the only Pacific Island country
eligible for funding under the Millennium
Challenge Account (see page 17), a US$1
billion account encouraging good
governance. This five-year program, worth
US$65.69 million, aims to benefit poor
rural agricultural producers and providers of
tourist-related goods and services with
infrastucture projects, not just in the main
island but also in the outer islands. This
program could also well be the key to
perpetuating the country’s current growth.




INVESTMENT CLIMATE

AGRIBUSINESS

VANUATU INVESTMENT PROMOTION AGENCY (VIPA)




AN INTERNATIONAL TAX HAVEN

PERSPECTIVES ON DOING BUSINESS IN VANUATU

PROVIDING A SAFE AND SECURE RETIREMENT FOR ITS MEMBERS

The Vanautu National Provident Fund (VNPF) is
Vanuatu's only Superannuation Fund and aims to
maximise and protect provident fund benefits to all
its members and to provide them with a high level
of service.

The VNPF is able to act as a partner in investment
projects in cases where specific opportunities
conform to our investment guidelines.

Potential investors, both local and international, who
have sound track records and are serious about
doing business inVanuatu are invited to contact us
for further information.



