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June 16 May 16 Apr 16 Mar 16
Headline* 0.1 -1.0 -0.9 1.4
Domestic” 2.1 1.9 2.8 5.2
Imported” -1.9 -2.9 -3.7 -3.7
Underlying* 5.6 5.1 6.2 10.8

*Year-ended growth
APercentage point contribution to year-ended growth

Headline inflation driven by domestic price of kava

Monthly headline inflation rose over June by 0.5%. This was driven by a rise in prices of
imported fuel and Kava powder from the domestic basket components. In year ended terms,
headline inflation was 0.1%. The rise in prices of domestic components were more than enough
to offset a decline in the prices of imported Headline Inflation
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According to Reuters, world oil prices have
been steadily rising since the start of the year.

On average, it costs around USD$49 per barrel,
a position it was in last October. Despite being

called anincrease, it is still lower than the price 10
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of oil for June last year of USDS62 per barrel.

The effects of the rise has seen a pick-up in

Source: Tonga Department of Statistics

both local electricity and fuel prices at the bowsers over the month.
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The prices of imported components rose by 0.7% over the month of June. Rising global oil prices
has meant that this cost would be passed on to consumers. The prices of petrol and diesel rose
by 10 and 14 seniti from the previous month. Imported Inflation

There were still signs of a shortage of flour, this ¢ 10
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was evident in bakeries with less bread than
normal being sold.

In year ended terms, the prices of imported
goods fell, largely on the back of food and

transportation (fuel) prices being cheaper than ]
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Source: Tonga Department of Statistics

The prices of domestic components increased by 0.2% over the month. The subgroup of
Tobacco, Alcohol and Kava rose particularly sharply, prices of kava powder was the main driver.
Kava prices have been slowly rising since February. The rise is being blamed on a shortage of
supply due to the effects of a drought in 2014

Domestic Inflation
affecting kava plantations. Kava takes between =Monthly (LH) —Year-ended (RHS)

2 to 3 years to grow before being harvested
and processed into its powdered form. Kava
powder normally sells for $25-30 pa'anga per
kilo, it is now around $50-570 pa'anga per kilo
and it is expected to eventually hit $100
pa’anga per kilo in the near future.

| X i o
/ :
-10

-6 -15
Jun14 Sep14 Dec14 Mar15 Junl5 Sep15 Decl1l5 Mar16 Junil6
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In year ended terms, the prices of domestic
components rose, largely on the back of higher kava prices and other miscellaneous goods and
services.

The NRBT'’s projection for inflation to remain at low levels for the next few months before
peaking at 4.3% in November 2016 and slowing to 2.3% in the beginning of 2017. This
forecast is based on the assumptions that the rise in prices for domestically produced goods
such as food and kava will be more than enough to offset the decline in global fuel and food
prices compared to a year ago. Developments in world oil and food prices pose a risk to this
inflation forecast.
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Inflation Breakdown*

Weight Month-ended Year-ended
Contribution Contribution
Change to total Change to total
% % ppt % ppt
CPI 100 0.5 0.5 0.1 0.1

Fruit & vegetables
Meats, fish & poultry
Dairy farm & vegetable products
Cereals & cereal products
Other food
Drinks, sweets and meal away from home
Transportation
Tobacco & Alcohol
Household Operation
Domestic Power & Fuel
Household Appliances
Household furniture, furnishing & textiles
Household supplies & services
Communication services
Clothing & Footwear
Housing
Miscellaneous goods & services

17.8 -0.6 -0.1
6.5 -5.2 -0.5
3.7 9.3 0.4
0.5 0.0 0.0
34 0.0 0.0
0.0 0.0 0.0
3.7 0.0 0.0
0.5 0.0 0.0
1.5 113 0.2

17.3 0.0 0.0
6.0 0.0 0.0
0.0 0.0 0.0
1.4 0.0 0.0
4.7 0.0 0.0
5.2 0.0 0.0
0.0 0.0 0.0
1.7 0.0 0.0
3.5 0.0 0.0

13 0.3
-1.9 -0.2
11.3 0.4
-5.3 0.0
0.1 0.0
0.0 0.0
1.0 0.0
0.2 0.0
68.9 0.9
0.0 0.0
-12.5 -0.7
0.0 0.0
19.8 0.3
-1.4 -0.1
9.3 0.4
0.0 0.0
24 0.0
24.9 0.8

Food
Fruit & vegetables
Meats, fish & poultry
Dairy farm & vegetable products
Cereals & cereal products
Other food
Drinks, sweets and meal away from home
Transportation
Private
Public
Tobacco & Alcohol
Tobacco
Alcohol
Kava
Household Operation
Domestic Power & Fuel
Household Appliances
Household furniture, furnishing & textiles
Household supplies & services
Communication services
Clothing & Footwear
Housing
Miscellaneous goods & services

Underlying CPl measures

Ex. Energy

Ex. imported food

Ex. energy and imported food

27.9 0.0 0.0
0.9 0.0 0.0
14.6 -0.1 0.0
3.2 0.1 0.0
35 0.3 0.0
5.7 0.1 0.0
0.0 0.0 0.0
11.5 33 0.3
8.6 4.6 0.3
29 0.0 0.0
4.5 1.7 0.1
29 2.8 0.1
1.6 0.0 0.0
0.0 0.0 0.0
35 -0.7 0.0
1.1 -2.5 0.0
1.2 0.0 0.0
0.0 0.0 0.0
1.2 0.2 0.0
0.0 0.0 0.0
3.2 0.0 0.0
0.8 23 0.0
6.4 0.0 0.0
81.4 0.2 0.2
72.1 0.7 0.5
53.5 0.4 0.2

-5.7 -1.6
-8.0 -0.1
-9.4 -1.4
-2.6 -0.1
-1.4 0.0
0.1 0.0
0.0 0.0
-5.5 -0.6
-7.5 -0.6
0.0 0.0
2.9 0.1
24 0.1
4.4 0.1
0.0 0.0
-2.3 -0.1
-5.2 -0.1
0.9 0.0
0.0 0.0
-2.6 0.0
0.0 0.0
8.6 0.3
2.9 0.0
-2.0 -0.1
1.7 1.4
2.5 1.8
5.6 3.1

* Due to rounding errors some data may not aggregate precisely.

Source: Tonga Department of Statistics
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