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Press Release No. 17/174 

FOR IMMEDIATE RELEASE 

May 15, 2017 

 

 

IMF Executive Board Concludes 2017 Article IV Consultation with Samoa 

 

 

On May 1, 2017, the Executive Board of the International Monetary Fund (IMF) concluded the 

Article IV Consultation1 with Samoa. 

 

Samoa’s economy continues to perform well. Economic activity picked up during 2015/16 

driven by tourism arrivals, lower fuel prices, and new fish processing facilities, further boosted 

by two major sporting events and infrastructure projects. Although the pace will moderate in 

2017/18 and in 2018/19 with the closure of a large manufacturing plant, growth is expected to 

remain buoyant, with GDP growing at around 2 percent annually, driven by construction activity, 

infrastructure development and improvements in the business environment.  

 

The outlook is moderately positive though subject to downside risks related to Samoa’s 

vulnerability to natural disasters, elevated contingent liabilities, and withdrawal of correspondent 

banking relationships. Given Samoa’s reliance on workers’ remittances, the closure of bank 

accounts of money transfer operators (MTOs) heightens the risk of a disruption to remittance 

payments.  

 

Inflation is subdued, but is expected to pick up with increasing commodity prices, and will 

remain close to 3.0 percent over the medium term. Although the trade balance improved, the 

current account deficit widened to 6.1 percent of GDP in 2015/2016 (from 3.0 percent). This 

reflects a deterioration of the services balance and lower remittances related to charities, which 

more than offset an improvement in tourism earnings. In the medium term, the current account 

deficit is expected to gradually narrow to about 4½ percent of GDP. 

 

The exchange rate has remained stable and an accommodative monetary policy stance has 

supported private sector activity. Reserves recovered in December and January to 3.2 months of 

imports, reversing a gradual decline during 2016. 

 

                                                 
1 Under Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with members, usually 

every year. A staff team visits the country, collects economic and financial information, and discusses with officials 

the country's economic developments and policies. On return to headquarters, the staff prepares a report, which 

forms the basis for discussion by the Executive Board. 
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Financial stability indicators point to a generally sound banking system, though there are risks 

stemming from high loan concentration, the number of borrowers with a high loan-to-capital 

ratio, and the potential for a sharp deterioration in asset quality in the event of a natural disaster. 

 

Executive Board Assessment2 

 

Executive Directors agreed commended the authorities for their prudent policies which led to 

strong economic performance. However, they noted that the outlook is subject to significant 

downside risks given Samoa’s susceptibility to natural disasters. Spillovers from the withdrawal 

of correspondent banking relationships also pose challenges. Directors underscored the need to 

rebuild buffers, increase resilience, and implement structural reforms to secure sustained growth.  

 

Directors welcomed the measures being taken to mitigate the impact of the withdrawal of 

correspondent banking relationships on the remittance sector. They encouraged the authorities to 

strengthen the Anti-Money Laundering/Combating the Financing of Terrorism framework and to 

consider the establishment of a Know Your Customer utility to help prevent disruptions to 

remittances and lower their cost.  

 

To reduce financial sector vulnerabilities, Directors encouraged further implementation of the 

recommendations of the 2015 Financial Sector Assessment Program. Directors agreed that 

reform of public financial institutions (PFIs) remains a high priority and will help reduce risks 

from contingent liabilities and prevent crowding-out of private financial institutions.  

 

Directors welcomed recent fiscal consolidation efforts and highlighted the need for further 

measures to reduce public sector debt to a more sustainable level. They emphasized the 

importance of sustaining expenditure control and increasing revenues, including by broadening 

the tax base and improving compliance. Ongoing efforts to improve the performance of PFIs and 

state-owned enterprises would also help to mitigate fiscal risks posed by contingent liabilities.  

 

Directors considered the current monetary policy stance appropriate, given low inflation and 

moderate growth prospects. Noting that reserves appear to be broadly adequate, they encouraged 

the authorities to monitor the situation and be ready to recalibrate both monetary and fiscal 

policy to ensure sufficient coverage.  

 

Directors emphasized that accelerating the pace of structural reforms is necessary to meet 

Samoa’s development goals. They welcomed the efforts being made to spur private sector 

activity and enhance the resilience of public infrastructure to natural disasters. Private sector 

activity could be further boosted by improving the business climate, increasing access to credit 

for small and medium-sized enterprises, and addressing skills mismatches and shortages.  

 

                                                 
2 At the conclusion of the discussion, the Managing Director, as Chairman of the Board, summarizes the views of 

Executive Directors, and this summary is transmitted to the country's authorities. An explanation of any qualifiers 

used in summings up can be found here: http://www.imf.org/external/np/sec/misc/qualifiers.htm. 
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Table 1. Samoa: Selected Economic and Financial Indicators, 2013/14–2021/22 

Population (2015):  0.19 million 
  
  
  
  
  
  
  
  
  

Main Exports: Tourism, Fish 
  
  
  
  
  
  
  
  
  

GDP per capita (2015/16):  US$ 4,035 
  
  
  
  
  
  
  
  
  

Quota: SDR 11.6 million 
  
  
  
  
  
  
  
  
  

      Est. Proj. 

  2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 

  (12-month percent change) 
Output and inflation  
  
  
  
  
  
  
  
  
  

Real GDP growth 1.2 1.6 6.6 2.1 0.9 1.8 2.1 2.1 2.1 

Nominal GDP 1.5 4.4 5.4 3.9 2.9 4.3 4.9 5.2 5.2 

Consumer price index (end of period) 0.2 0.4 2.3 1.4 2.4 2.6 3.0 3.0 3.0 

Consumer price index (period average) -1.2 1.9 0.1 1.8 1.9 2.5 2.8 3.0 3.0 

  (In percent of GDP) 
Central government budget 
  
  
  
  
  
  
  
  
  

Revenue and grants 38.0 35.1 33.5 33.7 35.8 32.3 32.1 32.0 31.8 

Of which: grants 12.6 9.8 6.7 7.8 9.9 6.5 6.5 6.5 6.5 

Expenditure and net lending  43.3 38.9 33.8 35.6 37.5 34.1 34.1 34.1 34.1 

Of which: Development 15.0 11.9 9.3 10.2 12.2 8.8 8.8 8.8 8.8 

Current balance -3.0 -1.7 2.2 0.5 0.6 0.4 0.3 0.2 0.0 

Overall balance  -5.3 -3.9 -0.4 -1.9 -1.7 -1.9 -2.0 -2.1 -2.3 

External financing 2.8 2.3 -1.8 2.2 2.1 2.3 2.2 2.2 2.3 

Domestic financing 2.4 1.6 2.2 -0.3 -0.4 -0.4 -0.3 -0.1 -0.1 

  (12-month percent change) 

Macrofinancial variables 
  
  
  
  
  
  
  
  
  

Broad money (M2) 18.7 0.6 7.1 7.7 8.2 10.7 4.8 8.4 10.5 

Net domestic assets  2.3 0.0 9.9 4.8 … … … … … 

Private sector credit, commerical banks 3.5 12.7 12.8 7.4 5.1 6.0 5.0 5.0 5.0 

Total loan growth, Commercial banks 1.3 8.0 7.7 ... … ... … ... … 

Total loan growth, Public financial institutions 4.7 1.9 3.3 ... … ... … ... … 

  (Ratio) 

Individual credit to GDP 28.7 28.6 27.9 ... … ... … ... … 

Total capital to risk-weighted exposures 29.7 27.1 24.5 ... … ... … ... … 

Non-performing loans 8.3 7.1 5.2 ... … ... … ... … 

  (In millions of U.S. dollars) 
Balance of payments  
  
  
  
  
  
  
  
  
  

Current account balance -65.1 -24.3 -47.7 -51.6 -51.2 -46.7 -44.1 -43.5 -43.1 

(In percent of GDP) -8.1 -3.0 -6.1 -6.1 -5.9 -5.2 -4.7 -4.5 -4.3 

Merchandise exports, f.o.b. 1/ 24.9 27.9 36.9 38.0 39.4 40.8 42.2 43.7 45.2 

Merchandise imports, f.o.b. -334.6 -322.8 -307.2 -325.4 -342.3 -355.6 -371.2 -388.5 -406.8 

Services (net) 111.7 124.3 108.9 114.5 125.8 137.5 149.5 162.0 175.0 

Income (net) -29.8 -16.0 -18.5 -17.2 -17.7 -18.5 -19.4 -20.4 -21.5 

Current transfers 162.7 162.3 132.1 138.4 143.6 149.1 154.8 159.8 165.0 
External reserves and debt 
  
  
  
  
  
  
  
  
  

Gross official reserves 154.3 131.9 111.0 108.1 111.2 111.6 116.4 123.2 133.9 

(In months of next year's  imports of GNFS) 4.7 4.0 3.3 3.1 3.1 3.0 3.0 3.1 3.2 

Public debt (in millions of tala) 2/ 1,015.4 1,126.1 1,080.7 1,116.5 1,146.6 1,198.9 1,259.2 1,329.4 1,404.9 

   (In percent of GDP) 54.4 57.8 52.6 52.3 52.2 52.4 52.4 52.6 52.8 

External debt (in percent of GDP) 51.8 55.3 50.7 50.8 51.1 51.7 52.0 52.3 52.6 
Exchange rates 
  
  
  
  
  
  
  
  
  

Market rate (tala/U.S. dollar, period average) 3/ 4/ 2.32 2.42 2.61 2.52 … ... … ... … 

Market rate (tala/U.S. dollar, end period) 3/ 4/ 2.27 2.56 2.55 2.52 … ... … ... … 

Nominal effective exchange rate (2010 = 100) 3/ 4/  106.5 111.6 111.9 113.5 … ... … ... … 

Real effective exchange rate (2010 = 100) 3/ 4/ 104.7 109.4 109.8 108.7 … ... … ... … 

Memorandum items: 
  
  
  
  
  
  
  
  
  

Nominal GDP (in millions of tala) 1,866 1,949 2,054 2,135 2,196 2,290 2,403 2,528 2,659 

GDP per capita (U.S. dollars) 4,189 4,159 4,035 4,296 4,407 4,522 4,660 4,799 4,951 

Sources: Data provided by the Samoan authorities; and IMF staff estimates.   

1/ Includes re-export of fuel after 2009/10. 

2/ Includes domestic and external public debt. 

3/ IMF, Information Notice System (calendar year). 

4/ Latest data available.    
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SAMOA 
STAFF REPORT FOR THE 2017 ARTICLE IV CONSULTATION 

 

KEY ISSUES 

Context. The Samoan economy is performing well: growth is strong while inflation 
remains subdued. Nevertheless, there are sizeable downside risks to the outlook. Samoa 
is vulnerable to natural disasters, which has led to elevated public debt and financial 
sector vulnerabilities, including from public financial institutions (PFIs). High levels of 
remittances expose Samoa to spillovers from the withdrawal of correspondent banking 
services.  

Main Policy Recommendations 

Policies should focus on reducing vulnerabilities and securing sustained growth, by 
continuing to rebuild buffers, increasing resilience to natural disasters, and 
implementing structural reforms. Priority actions:   

 Mitigate spillovers from the withdrawal of correspondent banking relationships by 
improving AML/CFT compliance, and consider the establishment of a Know Your 
Customer (KYC) utility to help prevent disruptions to remittances and lower their 
cost. 

 Reduce financial sector vulnerabilities through continued implementation of 
Financial Sector Assessment Program (FSAP) recommendations and reform of public 
financial institutions (PFIs), by re-orienting them towards their original development 
mandate and improving governance.  

 Ensure fiscal sustainability by maintaining expenditure control, broadening the tax 
base and improving compliance to increase revenues, and adhering to the medium-
term debt strategy guidelines on borrowing terms. 

 Recalibrate both monetary and fiscal policy if the reserve position deteriorates. 

 Accelerate state-owned enterprises (SOE) privatization and reform, improve the 
business climate, upgrade skills, and facilitate access to finance for small and 
medium enterprises (SMEs). 

 

 April 13, 2017 
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2 INTERNATIONAL MONETARY FUND 

Approved By 
Odd Per Brekk and 
Bob Traa 

Discussions were held in Apia February 8-17, 2017. The staff team 
comprised Niamh Sheridan (head-APD), Reshika Singh (RR-PIC), and 
Analisa Ribeiro Bala (SEC). Nancy Lelang (OED) joined the discussions. 
Nadine Dubost and Chau Ngoc Bao Nguyen assisted from HQ. 
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