12" NATIONAL TRANSPORT CONSULTATIVE FORUM
2013

FlJI ECONOMY & THE CONTRIBUTION OF
THE TRANSPORT SECTOR

6 November 2013

VUV V VVVVVVVVVVVVVVVY

Reserve Bank of Fiji

OUTLINE

& Fiji’s Economic Performance & Outlook

B A Snapshot at the Transport Sector

& Why is it important?

What is its contribution to GDP?

What is the value of imports linked to the transport sector?
How much credit is directed to this sector?

How much do we spend on transportation?

What has the Government done to support this sector?

E Key Message

E Summary
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FlJI ECONOMY & OUTLOOK
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COMMERCIAL BANKS NEW LENDING
Cumulative to September
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WHY IS THE TRANSPORT SECTOR
IMPORTANT?
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WHY IS THE TRANSPORT SECTOR IMPORTANT?

B Literature that:
= “Economic growth is increasingly linked with transport sector development” and

“Lack of transportation infrastructure is seen as a constraining factor in
development”.

E Transport sector has played a catalytic role in economic development
since the industrial revolution;

B Transport links the factors of production — from producers to
CONsumers;

B Efficient transport systems provide economic and social opportunities
and benefits throughout the economy;

B It accounts for between 6-12 percent of GDP;

E Transport indicators such as new vehicle registration is an important
partial indicator for economic activity.



WHAT IS ITS CONTRIBUTION TO FUJI'S
NATIONAL INCOME?
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GDP COMPOSITION

Transport is one of the largest sector in total GDP
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CORELATION BETWEEN TRANSPORT SECTOR AND

PERCENT
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WHAT ARE THE ACTIVITIES OF THE
TRANSPORT SECTOR?

Land Transport, 15.5

Sources: Fiji Bureau of Statistics
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WHAT IS THE VALUE OF IMPORTS OF
TRANSPORTATION GOODS?
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TRANSPORT EQUIPMENT IMPORTS
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SHARE OF IMPORTS RELATED TO THE
TRANSPORTATION SECTOR
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HOW MUCH DO WE SPEND ON
TRANSPORTATION?
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CPI BASKET WEIGHTS

13



VUV VVVVVVVVVVVVVVVVY

HEADLINE AND TRANSPORT INFLATION

—Headline — Transport

Fuel Price Increase and

/W Impact of Devaluation

Both Fuel and Taxi Fare
Price Increase in Nov 2011

\

Fuel Price Increase

/ in April 2012

2010 2011 2012 2013

Source: Reserve Bank of Fiji and Fiji Bureau of Statistics — CPI 2008 Base Release (October-13)

HOW MUCH CREDIT IS DIRECTED TO THIS

SECTOR?

L bl b A b AL b b A 4 4 & 4 4

14



VUV VVVVVVVVVVVVVVVVY

VVVVVVVVVVVVVVVVVVY

F$M

SHARE OF LENDING BY LICENCE FINANCIAL
INSTITUTIONS TO THE TRANSPORT SECTOR
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WHAT HAS THE GOVERNMENT DONE TO
SUPPORT THIS SECTOR?
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RECENT GOVERNMENT POLICIES

» Fiji Road Authority was set-up to improve roads conditions around the country.

* Huge increase in budget for roads and bridges

» Importation of vehicles up to Euro 4 standard

» Electronic bus fare payment system

» Free bus fare for school children, elderly and disabled people

» Restructure of Fiji Ports Corporation (now managed by AITKEN SPENCE PCL )

2012

» Decrease in Fiscal Duty on - New road tractors for semi trailers From 32% to 5%;

Decrease in import excise duty on-New trucks (goods vehicles) of gross vehicle weight exceeding 3
tonnes from 15% to 5% & of gross vehicle weight exceeding 3 tonnes from 32% to 5%;

2011

» Decrease in Fiscal Duty on - Used or reconditioned heavy machineries, forklifts, bulldozer
graders, excavators from 32% to 15%; New passenger motor cars of cylinder capacity below 2500cc
from 32% to 15%; Solar operated golf cars from 32% to 0%.

2010

» Reduction in excise duty and import duty for new buses

* Reduction on Fiscal duty on new trucks up to 3 tonnes
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Source: Various Budget Supplement
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EXPENDITURE MIX - Excluding VAT

Move to higher capital mix to support the Economy

Average 2001 - 2005 2013 Total Expenditure
$1,202m $2,274m
Operating
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: GOVERNMENT'S BUDGET ALLOCATION TO THE SECTOR
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KEY MESSAGE
Contribution to GDP: $650m
Value of Imports: $600m
Contribution to Foreign Reserves: $1.0b (estimate)
Transportation account for 14.5% of household expenditure
Borrowing for transportation purpose: $350m

Road infrastructure - funding is constrained be competing demands, need
to maintain sustainable level of deficit & debt. Need to maintain budget
allocations similar to 2013;

Ports — positive developments to involve a strategic partner. Can we
become the regional hub?

Airports — investment vital for the tourism industry but infrastructure is
stressed. Is it time to privatise the Airports?

SUMMARY
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SUMMARY

Domestic growth revised upwards and is above historical average;

Transport Sector is important to Fiji’s economy:

Contributes 9% to GDP & vital to growth and employment;

Contributes to other key sectors;

= Has a positive impact on balance of payments;

Supported by the financial sector;
= Has been a key driver of inflation recently.
Key Government strategies and reform has supported growth;

Supporting the sector is OUR BUSINESS.

THANK YOU
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