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Summary

Vanuatu has made substantial progress on the income and HAI criteria to graduate from the list
of LDCs in December 2020. While its EVI is still above the threshold, the country has made
efforts to reducing disaster risks, increasing resilience. However, a closer monitoring in coming
years would be required as the country needs to recover from the impacts of the COVID-19
pandemic and the Cyclone Harold, both of which struck the country in 2020 and possibly have
long lasting impacts on the tourism sector.

Macroeconomic situation

Recovering from Cyclone Pam in May 2015, Vanuatu continued to grow at a slow but steady rate,
between 3.2 and 3.5 per cent per annum during 2016-2019 (see table 1 and IMF Vanuatu
country data). In 2020, the country was hit by the Cyclone Harold (category 5 hurricane,
affecting more than 159,000 people in Vanuatu), and then stuck by the COVID-19, resulting in
GDP contracting by 8.3 per cent.! Recovering from the impacts of both the natural disaster and
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Balance on current transfers 63.1 | 152.2 98.0 16.3 21.4 ‘
Capital Account 31.0 83.4 48.2 49.2 39.7
Financial Account 1536 | 1980 | 1203 | 2175 | 5259
Direct investment (net) -12.8 -295  -43.48



Table 3. Productive Capacity Index, Selected Countries, 2018 value
Country PCI Energy Human ICT Institutions Natural Private Structural
capital capital  sector



Smooth transition and country specific factors

The government of Vanuatu officially announced that the country graduated from the LDC
category at the national celebration event in December 2020. It is a bold action in the midst of
the fight against COVID-19 and was praised and appreciated by leaders of development
community including the UN Secretary General.

Vanuatu has adopted the smooth transition strategy in 2019.° Full implementation of the
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https://www.gradjet.org/country/vanuatu/

