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The fiscal balance for August 2018 recorded a deficit of 25.00 ]
$3.1million. This brought additional deficit of $1.2million 3500 = | — *Inflation rate
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Total tax revenue for August 2018 was escalated by $3.98 7 t L petrol & diesel
million (26%) from $15.41 millions of July to $19.39million May Jom R Avg for August

in August. This increase in total tax revenue aforementioned
was resulted from the improvement in collections of the
Consumption Tax (CT) from imported goods, which further
contributes to this increase in performance in collection of
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Taxes on Goods and Services (G&S) by $3.31million (30%)
from previous month.

Non-tax revenue collection has increased by $0.68million
(49%)from previous month. This was mainly drives by the
increase in collection from miscellaneous and unidentified
revenue. Non-tax revenue still maintain a low collection as
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Expenses

Expenses recorded for August 2018 continue to dominate by
Compensation of Employees with 49% as it was increased by
$3.31 million (36%) from $9.32 million in July to $12.63 million
in August . This was due to increase in recruitment during the

Fiscal Anchors

The wage bill for August 2018 implies that 59cents in every $1
pa’anga collected from our domestic revenue goes to fund the wage
bill. This was an increase from a 56 cents recorded from previous
month and is still beyond the annual target of 53 cents as objected,

month. Use of goods and services (G&S) still the second largest
expense category with 37%, despite of its reduction by $2.53
million (-21%) from $12.06 million of previous month.

thus lightened up an alarmed situations regarding Tonga fiscal sta-
bility on monthly basis. Debt of GDP ratio remains as there is no
further change in the debt level.

Expenses (Smillion) Apr May Jun Jul Ang Expenses Components for August (S Million)
Compensation of employees 1328 1096 | 1127| 9.32( 12.63 {205
Use of goods and services 7.94 786 1888 | 1206| 9.53
Other expense 3.50 4.85 886 218] 331
EXPENSE 4.7 23.67| 39.01( 23.56| 25.68
Inflation
The annual rate of inflation for August 2018 was slightly down to Jul-18 Aug'ls Aug‘”
5.7% from 6.1% recorded last month, however, still beyond the _ 6.1 5.7
5.5% for the corresponding period a year ago. This continued to All items - : 5.5
remain above the NRBT’s inflation reference target of 5.0%.

¢ ’ Imported 6.0 3.7 6.2
The monthly inflation for August 2018 was in line with the
continuous increase in local prices by 8.5%, mainly due to a |Local 6.1 8.5 39
increase in prices of some local food items through out the month

such as diary farm and vegetable products, house maintenance
goods, household supplies and services as well as imported tobac-
co.

The annual change in CPI—domestic component—continues to be
driven by increased prices of fruits and vegetables as a result of
seasonality response and damages cause by TC Gita. Price for
Banana ripe jumped by 133.7%, pawpaw rise by 128.8%, Lu price
jumped by 49.3% while Pele price jumped by 82%, peanuts by
26.9% and coconuts (both dry and green) jumped by 81.5% and
56.9%. Import private transports as well as imported tobacco such
as Winfield Blue also part of the main contributors to the overall
headline inflation.
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Positive outlook for inflation in the near term . This however de-
pends largely on any unfavourable movement in global oil and
food prices, expected increase in the domestic food supply as part of an increase of supply from crops planted after cyclone Gita, and

the continued months without rain.

Source: Statistic Department

Fuel Prices Fuel Prices
2.9 —

Steady global price of crude oil were virtually unchanged at monthly 2.8
average of USD 74.35/bbl (up by USD 0.02/bbl). This had continue to 2.7
drive down the petroleum and diesel prices by USD 0.40/bbl (0.5%) e
and USD 1.35/bbl (1.5%) except for jet/kerosene which remained £ j:
firm supported by seasonal travel demand in comparing the July 2018 ? 23
month average prices with previous month. £ 22
The local retail prices per litre of - ;:, = Petrol Diesel
petrol and diesel in August 2018 FUEL PRICES ($/litre) 1.9
remain unchanged at $2.84 and Aug-17 | Jul-18 | Aug-18 1.8 = = —T
$2.89 as of previous month. This [pareg| 238 284 284 E o % o g 'i' E ol E 4 f E
steady prices is highly associated [-= 237 289 | 289 26 & & & 2 3 68 &8¢ %32 3
with the continued weakened Tong- I
an Pa’anga, which offset the mar- it W,
ginal decrease in international prices, despite the slight increase of
freight rate. " Weighted Average Deposit/Lending Rate

- T — [ =
Interest rates 7
Average lending rate rose by 3.19% in August 2018 compared to the o —_— rate
same period years ago and by 0.25%compared to last month. This is in %= . famepariod)
line with the increase with ga (end-period) e
both housing and business INTREST RATES Aug 17| Jul1s [ angas| ==
lending rates. On  the Weighted average lending interest - 2 —
other hand, average de- |y (end ofperiod) 185 | 806 | 808 X
pOSit rate fell by 7.44 PEr [Weighted average deposit interest o
cent compared to August |ute (end of period) 2 7 2 %2 2 5 5 5 5 5 5 2 8 3 32
2017 and 1.49 per cent 28 &8 2 25 8 % 2 & 58 %2

compared to previous month.

Source: National Reserve Bank of Tonga




Foreign Reserves
Foreign Reserves for August 2018 recorded TOP$475 million, fall by

Foreign Reserves & Import Coverage

0.31% from TOP$476.5 compared to last month, however higher by A
17.3% compared to August 2017. This is the fifteenth consecutive  ** 7
months for foreign reserves to remain above the level of $400 million 6
since June 2017. This higher level of foreign reserve was supported by 3 o 3
the increasing trends of foreign aid and remittances into the country. . I 1 I I I l l I a
The level of foreign reserve for August 2018 was equivalent to 7.7 — | ::?”:Hx:::_mm 2
months of import cover (trade estimate) which remain above the s N
NRBT’s minimum range of 3-4 months. This level of import coverage .., il i lll i &
indicates that Tonga continues to remain in a comfortable external t: 28 3R %R § %2R GG
position. T 8% % %2 2738 &8 % = 3
Sources: National Reserve Bank of Tonga

Exchange Rates
Nominal Trade Weighted Index for August 2018 was increase by 0.5% Exchange Rate (period average)
from previous month and by 0.05% from August 2017. However, Real 2.50
Trade Weighted Index decline by 0.2% in August 2018 compared to o —ceeeoe==x e e —_——
previous month while rise by 1.78% compared to August 2017. g 200
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This is due to the continuous depreciation of Tongan pa’anga against 150 — = "~~~ = "~ T =T "= =
US dollar since March 2018. Depreciation of Tongan pa’anga has not ; R —
only increase the cost of Tonga imports from US but on the other re 1.00 — e
hand remittances benefits from it, as seen that remittances from US £ 050 "
remain at high level as compared t0 —mooo — 77 THER AL
the starts of the depreciated period Al JHE Augel8 0.00
aforementioned. - — 22 2 5 5 5 5 5 9 2 3 3 =2

Nominal Trede Weighted ndex | 9148 | 9112 | 9184 28822 5 28882 %758 %2
Real Trade Weighted Index | 10559 | 10047 | 0740 Source: OET, NRBT
Agricultural Exports
ricultural Exports

Provisional data from Quarantine indicates that Agricultural exports for 4000 2 et
August 2018 increased by 82.5% compared to last month and 5.8% 3500 ——Total sgricuttaral exports 1)
increased compared to previous year. Increase in the export of root . *% A
crops—swamp taro, giant taro, cassava, yam, squash and watermelons % bl
accounted for the observed trend.
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Negative outlook for agricultural exports is anticipated as the destruc-
tive impacts of cyclone Gita together with less rainfall since April 2018
on the short term agricultural products especially fruits and vegetables
such as both green and brown coconuts, watermelons and cassava , taro
leaves and pele, despite the early harvest season of squash.
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Source: Quarantine Data [MAFF)

Remittances

Total remittances recorded for the 12-month period ending August 2018
was $348.8 million, higher than the corresponding 12-month period for
2017 by 19.8 per cent or $57.7 million. In terms of foreign currencies,
this was led by US Dollar (USD) with $10.52million and it has been the
spearhead for 8th months now.

The increase is associated with the - -

aftermath of TC Cyclone Gita as Remittnce Receipts (month ened)
continuous higher receipts for family Juk18 | Ang8 | Avg 7
support from seasonal workers [~ T as | ]
scheme, as well as agricultural re- [ Trests L L
turns from increasing agricultural |Frphyes Compensation 2 i 0
exports aforementioned. e CopiaTamses | 07 | 09 | 03
The trend for remittances is expected [sciBenzfis 0 ] 0l

to be more higher in coming months
due to the upcoming season particularly the “taliui sepitema” of mothers
of respective churches next month as additional to the on going family
supports receipt from seasonal workers and families residing overseas.
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