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‘ P ¢ October 2016 2016 o
ECONOMIC ACTIVITY INDICATORS (0ET basis Highlights:
Exports 0.80 210 210 162.5% 0.0%
Imports 342 304 26 47% 72% ~ Key Indicators 1
1 0 0/
Travel Receipts 95 50 9.8 3.2% 96.0% Inflation 1
Adjusted Cash Remittances (Annual Total) 237 262.1 2633 17.7% 0.5% F .
uel Prices 2
MONETARY & PRICE INDICATORS )
— - ; ° Deposit/ 2
Official Foreign Reserves 3158 3637 367 16.2% 09%  lending rates
Import Cover (months) 9.1 9.2 93
Inflation (annual % change) -13 71 6.1 Foreign 2
. . Reserves
Retail Fuel Prices:
Petrol (T9/ltre) 238 227 233 2.1% 26%  Exchange Rate 2
Diesel (T$/litre) 232 226 221 -2.2% 0.4%
Note : Fiscal data were not available at the time this report was prepared. Indicators
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Annual rate of inflation recorded for Octo- 2 - B3 PN
ber 2016 was 6.1%. This rate, for the third | 1© : P g | ¢ Inflation: 6.1%
Sl ] % for October

consecutive month, remained higher than
the inflation target of 2-5% set by the
NRBT.

2016.

+ Retail prices for
diesel and petrol
in October 2016
increased by 1
and 6 seniti
respectively.

The continuous record of high inflation of
the last three months is attributed to a com-
bination of rising commodity prices glob-
ally, coming into effect of the new excise
tax on meat and poultry in Tonga, and de-
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preciation of the Tongan pa’anga against T L T ¥ ow ¢ T o T % % £ | Foreignre-
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AUD and USD that lead to increase in the " 3 © “ = serves remain
. . . == == Allitems Imported  eeeenee Local .
prices of imported meat and other items. Sonmseimgrirvaug high at
. . . . . ource: Tonga Bureau of Statistics
This persistent upward trend in inflation TOP$367m,

equivalent to 9.3
months of im-
port cover.

calls for further in-depth study to inform

e decisi imported component was driven by Meat, Fish and Vege-
policy decision.

table product’s price that rose by about 12%.

Annual change in the Consumer Price In- However, relative to the previous month, a decrease in Tongan pa'anga
dex (CPI) for the reviewed month is there- Cpj by 0.5 percent was recorded in October. This was depreciates
fore mainly driven by increase in price indi- jargely as a result of the decline in local price index by relative to USD
ces for both local and imported items. j go; compared to previous month as prices of fruits and 4 AUD.

While domestic price change is led by in- yegetables (tomatoes, pineapple and pawpaw) decreased
crease in the price of Kava by more than throughout the month.

150%; on the other hand, changes in the



Fuel Prices

Domestic prices for petrol and diesel increased in
October 2016 by 3% and 0.4% respectively com-
pared to September 2016. As against the correspond-
ing period a year ago, both prices declined by 2%.

The increase in domestic fuel prices reflected the
increase in price of oil in the global market. Global
price of crude oil was USD 46.67/barrel in Septem-
ber 2016; 2 percent higher than it was in August.

Deposit and Lending Rates

Annual lending rate remained stable at 7.89 percent
in October, though 2 percent point lower compared
to same period last year. This is expected to encour-
age more borrowing, increase domestic demand for
goods and services—rising domestic consumption
expenditure that is growth enhancing.

Compared to what obtained in September and same
period last year, deposit rate decreased by 2% re-
spectively.

Foreign Reserves

Foreign Reserves for October 2016 remain high at a
record level of TOP$ 367 million. This represents
an increase of 1 percent or TOP$ 3.3 million com-
pared to September 2016.

The level of foreign reserves for the reviewed
month is equivalent to 9.3 months of import cover;
more than double the NRBT’s minimum range of 3-
4 months.

High level of foreign reserves continue to support
positive outlook for economic growth in years to
come.

Exchange Rate

Nominal Real Trade Weighted Index and Real
Trade Weighted Index for the month of October
2016 increased slightly by 0.4% and 0.3% respec-
tively compared to September 2016. By comparing
these two rates to the corresponding period over a
year ago, Nominal Real Trade weighted Index de-
creased by 4% and Real Trade Weighted Index
increased by 5%.

At the end of October, both Australian and US dol-
lars, on average, continue to strengthen against the
Tongan pa’anga. Appreciation of these two foreign
currencies imply higher cost of imported food items
that come from the USA and Australia. Moreover
the NZ dollar weakened slightly against Tongan
Pa’anga at the end of the same period.

In addition to this, the new customs and excise tax
for meat and poultry came into effect in July 2016,
implying further upward pressure on imported
items.

3.0
29 1
2.8
2.7

Fuel Prices

Diesel

=~ = = Petrol

=4
& 25
3 2a
z %
23 4
2.2
21 1
2.0
19
1.8
- - w w w v v w @ < © < ©
L b - s - - - by ST - i - by
5 b = =4 5 S b= o < = 5 2 s
o o o < = = =) =3 o < = < =]
Source: Ministry of Commerce and Labour
Weighted Average Deposit/Lending Rate
10.0
2.0
8.0
g 7O = Weighted average depositintarest rate (end-period)
s ., Weighted average lending rate {end-period)
@
2 so
T
&
a0
3.0
TR ..l e e
10
0.0
T 5 8w 4 ¥ 8 & w8 8 g g g
& : : 3 & F B : : B E : B
Source: National Reserve Bank of Tonga
Foreign Reserves & Import Coverage
370 r 12
Foreign Reserve (LHS) ~ «eceeeees Import Cover (RHS)
350 Ch
S L 10
- .. o
LAt NPL ) Tteaet . -
330 e o
e - 8.
€
] S
310E s
b -6
290
-4
270
250 2
230 0
N N @? NN MM MmN M g T g T T NN DN NN O WO WV O W
ORI B B B BT B Sl B B S SR B B M
L0 8L E om0 h L E e OB L E e b L oE G
S3¢2&232383e&3232383e232238e8223
Sources: National Reserve Bank of Tonga
2.40 Exchange Rate
230 4 (period average)
TS per US$ PR L L T
............... .
2.20 P POMRE S RN TP PO
----- TS per NZ$ .
g 2:10 1 T$ per AUDS, ¢
.
3 2.00 Lesmtttect
v c‘--‘
& 1.90 A
2
g 1.80 -
3
2 1.70 -
72
1.60 - = —_———
- ~ -
1.50 1~ S-S —_~~a="
-
1.40 r r r r r
> > o Q) o o o © © © © ©
" I "e o "e ne "a N e "o > e s
& & & W E W
Source: OET, National Reserve Bank of Tonga

It is worthy of note though that depreciation of the Tongan
pa’anga against the AUD and USD benefit recipients foreign
exchange—individuals receiving remittances and exporters
of agricultural products such as root crops and Kava to Aus-
tralia and the USA.




