Overseas Economy

e Global growth outlook remains steady, with growth projected at 3.3% in 2026
and 3.2% in 2027, reflecting resilience supported by technology-driven invest-
ment, ongoing policy support, and private-sector adaptability.

e Global headline inflation is projected to ease steadily, declining from 4.1% in
2025 to 3.8% in 2026 and 3.4% in 2027.

Domestic Economy

e Domestic activity eased in November 2025. Primary sector performance weak-
ened, reflecting declines in agricultural and marine exports.

e The industrial sector remained vibrant from ongoing public infrastructure projects
contributed to robust performance in the construction, mining, and quarrying
sectors, with beneficial spillover effects on manufacturing and utilities.

e Activities in the services sector softened as fuel shortages may have offset the
boost from the week-long celebrations of the Constitution’s 150th anniversary.

Domestic Inflation

e Annual headline inflation eased to 3.5% in November 2025 from 4.0% in the
previous month. This is still below the NRBT’s 5% reference rate.

e Imported inflation continued to be the main driver of headline inflation, while do-
mestic prices registered a modest decline of 0.3%.

e Core inflation increased to 11.8% in November 2025, up from 8.9% in the previ-
ous month. The increase was largely driven by higher prices for food services,
alcoholic beverages, tobacco and kava, passenger transport, international air-
fares, personal care goods, and clothing.

Banking System

e The annual credit growth increased to 9.9% in the year to November 2025, driv-
en mainly by higher lending to public enterprises, private businesses and house-
holds. Similarly, total deposits also increased over the year by 5.7% to $1,018.2
million.

e Non-performing loans to total loans ratio decreased to 15.1%, comprised mainly
of business loans.
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Liquidity & Interest Rates
T . e Liquidity in the banking system increased to a record high in November
l 2025, underpinned by the increase in deposits. Money supply increased
__e by 10.1% to $1.0 billion, underpinned by the increase in foreign re-
= serves.
e The weighted average interest rate spread narrowed by 18.0 bp to
6.1%, due mainly to lower weighted average lending rate.
Exchange Rates
e The NEER slightly increased marginally in November 2025, reflecting
the depreciation of the AUD, NZD, FJD and JPY against the TOP. Simi-
larly, the REER increased by 2.6%, coinciding with the higher NEER.

Global Prices

\ o Average price of Brent crude fell in November 2025 to US$63.70/ barrel

YA from US$63.91/barrel in October 2025. Brent crude oil prices are ex-
0 | \\ pected to remain at an average of USD$61/barrel by end of December
s
Foreign Reserves

2025.

e Food prices declined in November 2025, largely reflecting lower prices
for vegetable oils, meat, dairy and sugar.

o Official foreign reserves increased by $0.9 million in November 2025 to
$940.3 million, underpinned by higher inflows of official grants. This is

equivalent to 10.9 months of imports cover, higher than the optimal
(Y] threshold of 7.5 months.

e Remittance receipts declined by 11.5% ($5.9 million) to $45.5 million,
mainly from lower private transfers and compensation of employees.

Labour Market

Py e Job vacancies advertised to the public increased in November 2025 to
v 127 positions from 106 in the previous month, with most vacancies in
‘ l '8 public administration, transport and communication.
e Job recruitment continued to be a challenge, primarily due to the outflow
of employees abroad and the availability of employment opportunities in
the private sector and regional offices.
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Outlook

Despite a slow outturn for the month of November 2025, the
annual trends of economic indicators still support the
NRBT's projections of a firm economic recovery in the
current fiscal year. The new Government continues to
prioritise economic growth, thereby expected to maintain
fiscal expansionary measures.

Inflation is at 3.5 percent (to November 2025) however,
risks to the outlook are tilted to the upside. Temporary
inflation pressures are expected in the first half of 2026,
which could lift headline inflation above the 5% reference
rate.

Higher import demand is also expected to place pressure
on foreign reserves, but current forecast to remain above
the optimal threshold of 7.5 months in the near term.

The financial system remains sound, supported by high
liquidity, adequate capital, and sustained profitability.
However, elevated non-performing loans highlight the need
for continued prudence in lending and enhanced
supervision.

Global growth remains steady amid divergent forces

The IMF’s January 2026 World Economic Outlook (WEOQO)
projects global growth of 3.3% in 2026 and 3.2% in 2027,
marking a modest upward revision from the October 2025
WEO. This reflects the global economy’s resilience,
supported by technology-driven investment, ongoing fiscal
and monetary support, and strong private-sector
adaptability. Global headline inflation is projected to decline
from an estimated 4.1% in 2025 to 3.8% in 2026, and further
to 3.4% in 2027. Nonetheless, key downside risks remain
including the escalation of geopolitical tensions and re-
evaluation of technology expectations.

Moderate domestic activities

In November 2025, primary sector activities slowed.
Agricultural exports fell by 19.9% (142.8 tonnes) to 575.1
tonnes, reducing proceeds by 25.8% ($0.6 million), mainly
due to lower shipments of cassava, kava, squash, and yam.
Marine exports dropped by 96.9% (86.5 metric tons) month-
on-month to 2.7 metric tons, driven by tuna, shark meat,
and snapper, while aquarium exports fell 25.7% (3753
pieces) to 10,862 pieces.

Positive sentiments for the industry sector performance
were fueled by the progress in major public infrastructure
projects. Construction commenced on the new Parliament
Building and the awarded contract for the USD$140 million
Fanga'uta Lagoon Bridge including landing and approach
roads. These projects are driving construction activity
through increased demand for building works, mining, and
quarrying services thereby lifting the sector’s contribution to
growth and generating spillover effects to energy and
manufacturing.

The tertiary sector activities generally eased in November
2025. Despite a week-long celebration of the 150t year of
the Constitution earlier in the month, fuel shortages may
have muted the services industry. Container registrations
fell by 7.1% (76 registrations) month-on-month to 999 units,
while vehicle registrations declined by 19.7% (63
registrations) to 257 units. Travel receipts also declined by
29.0% ($5.6 million). However, wholesale and retail import
payments remained stable, and non-oil import payments
increased, suggesting higher-value goods, and price
increases.

Headline inflation slightly eased to 3.5 percent

The Consumer Price Index (CPI) rose by 2.5% in November
2025, driven mainly by a 4.7% increase in imported prices.
the highest monthly rise on record, reflecting a surge in
international airfares and prices of imported food, personal
care goods, and fuel. Domestic prices increased modestly
by 0.7%, primarily due to local food and tobacco prices.

On an annual basis, headline inflation moderated to 3.5%
from 4.0% in October 2025. Imported inflation remained the
main contributor, corresponding to the higher international
airfare prices, imported food items, goods for personal care,
and clothing and footwear. Meanwhile, domestic prices
recorded a slight annual decline of 0.3%, led by lower local
food costs, partially offsetting the increase in import prices.

Underlying inflation pressures are intensifying rising to
11.8% from 8.9%, reflecting broad-based price increase
everyday services and goods, including food services,
transport, airfares, personal care, and clothing. The 10%
trimmed-mean measure also increased to 9.1% confirming
underlying pressure. While lower food and prices have
pushed non-core inflation into negative territory (-3.3
percent), this has masked the strength of core inflation,
narrowing the gap with headline and increasing the risk of
sustained price pressure for households.

Job advertisements increase

There were more job vacancies in November 2025, 127
advertisements compared with 106 in October 2025. The
increase reflects continued strengthening in hiring activities
toward the end of the vyear, especially for public
administration. In year-ended terms, total job
advertisements declined from 993 in November 2024 to 866
in November 2025, indicating that hiring activity earlier in
the year remained subdued, despite recent monthly
improvements.

Effective exchange rates increased over the month

The Nominal Effective Exchange Rate (NEER) increased
by 0.1% in November 2025, reflecting the depreciation of
the AUD, NZD, FJD and JPY against the TOP. Over the
year, the NEER recorded a 0.1% decline, driven by the
weakening of the TOP against the USD, AUD, EUR and
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GBP. The Real Effective Exchange Rate increased by 2.6%
during the month and rose 1.1% over the year, indicating a
decline in Tonga'’s trade competitiveness.

Foreign reserves above thresholds

In November 2025, foreign reserves slightly increased by
0.1% ($0.9 million) to $940.3 million, supported by higher
inflows of official grants. This is equivalent to 10.9 months
of import coverage, above the optimal threshold of 7.5
months. Over the year, foreign reserve increased by $48.2
million.

Remittance receipts slowed

Remittance receipts fell by 11.5% ($5.9 million) in
November 2025 to $45.5 million, mainly from lower private
transfers and compensation of employees. The majority of
remittances were private transfers from family and friends
abroad (88%), followed by compensation of temporary
workers abroad (10%). AUD dominated receipts at nearly
40%, followed by USD at 35% and NZD at 21%. The NRBT
estimates that remittances represent around 37% of GDP,
underscoring their importance to Tonga’s economy and
household welfare.

Money Supply expanded

Reserve Money rose by 1.6% ($10.0 million) over the month
and by 3.3% ($21.0 million) over the year, to $656.6 million.
The monthly increase was driven solely by higher balances
in Banks’ Exchange Settlement Accounts (ESA), which
offset declines in Currency in Circulation (CIC), Statutory
Reserve Deposits (SRD) and other deposits. On an annual
basis, however, CIC, SRD, and other deposits all recorded
gains which offset the lower ESA.

Broad money grew by 0.4% ($3.5 million) over the month
and by 10.1% ($91.7 million) over the year, setting a new
all-time high of $1.0 billion. The monthly and annual
expansions were mostly supported by higher net foreign
assets. This reflects the accumulation of foreign reserves
and other external holdings.

Total bank’s lending rose

Banks’ total credit rose in November 2025 to a new record
level of $611.8 million, driven by solid lending growth to both
businesses and households over the month and over the
year. Monthly lending increased by 0.6% ($3.7 million),
reflecting a $1.9 million (0.6%) rise in household loans and
a $1.8 million (0.6%) increase in business loans. Within
household lending, other personal loans recorded the
largest monthly growth, followed by housing and vehicles
loans. On the business side, lending growth was
concentrated in public enterprises and private businesses,
particularly within the construction, distribution, and
agricultural sectors.

Annually, total loans rose by 9.9% ($55.3 million), reflecting
buoyant business confidence and sustained economic
recovery. Growth in business lending was led by public
enterprises and private businesses, especially in
professional and other services, construction, and
entertainment and catering sectors. Household lending also
increased over the year, driven primarily by higher housing
loans, followed by gains in other personal loans and vehicle
loans.

The ratio of non-performing loans (NPL) to total loans
improved from 15.8% recorded last month to 15.1%. Most
NPLs are business loans.

Interest rate spread widened

The weighted average interest rate spread inched higher
over the month by 6.5 basis points to 6.1%, reflecting a
decline in the weighted average deposit rate by 4.2 basis
points coupled with a 2.4 basis points increase in weighted
average lending rate.

Over the year, the interest rate spread contracted by 18.0
basis points, largely due to a 20.2 basis points decrease in
weighted average lending rates which outweighed the 2.3
basis points decline in weighted average deposit rates.
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KEY INDICATORS

L._Scctoral Performance

(year-on-year % change)

(year-on-year % change)

3. Consumer Prices**

(year-on-year % change)

4, Labour Market ***

(year-on-year % change)

5. Reserves***
(end of period)

6, Exchange Rates ***
(end of period, TOP$1 equals)
(index, Dec 2006=100)

7 Liquidity***
(end of period)

8.Money and Credit ***

(year-on-year % change)

2. lnterest Rates. (%0)***

(monthly weighted average)

10. Commodity Prices ****

(end of period average)

Air visitor arrivals
Travel receipts
Electricity production

Agricultural exports '

New vehicle registrations
Container registrations
Electicity consumption

Remittances

All items
Domestic
Imported
Core inflation (ex energy & food)

NRBT Job Advertisement survey

Foreign Reserves (Sm)

Months of imports

US dollar

Australian dollar

New Zealand dollar

Fijian dollar

Nominal effective exchange rate

Real effective exchange rate

Reserve money ($m)
Currency in circulation ($m) *
Exchange settlement account (Sm) *

Required reserve (Sm) *

Broad money

Net foreign assets
Net Domestic Asset
Narrow money
Total Lending
Business lending
Houschold lending
Total Deposits

Lending rate

Deposit rate

Crude oil/barrel (USS)

Nov-24 Aug-25 Sep-25 Oct-25 Nov-25
15.0 -3.6 -39 n.i n.i
222 15.7 155 15.1 14.6
4.9 8.6 9.0 92 10.2
-28.9 11.4 26.7 39.0 45.9
18.4 -1.2 2.6 -2.1 -4.5
15.4 -6.8 -8.9 -135 -13.1
7.1 53 55 5.1 54
2.8 4.9 6.3 6.4
4.9 25 3.4 4.0 35
6.9 1.2 34 39 -0.3
1.1 39 35 4.1 8.0
3.0 10.7 10.0 8.9 11.8
7.0 -13.6 -14.1 -11.8 -12.8

892.2 921.1 897.2 939.5 940.3
103 10.7 10.4 10.9 10.9

0.4177 0.4165 0.4150 0.4139 0.4134

0.6425 0.6373 0.6308 0.6317 0.633

0.7093 0.7074 0.7177 0.7208 0.7223

0.9578 0.952 0.9494 0.9471 0.9512
95.7 95.0 953 95.5 95.6

125.4 124.1 123.0 1233 126.6
636 631 629 647 657
129 135 137 139 137
366 352 313 252 271
141 144 144 145 144
6.4 6.9 6.9 10.2 10.1
3.0 1.4 1.3 44 6.0

209.4 -242.9 466.6 1377.0 2522
122 7.0 54 6.3 58
5.5 12.7 13.5 9.8 9.9
54 214 233 15.7 16.3
54 4.0 4.1 3.7 3.6
6.0 5.7 43 2.9 5.7
7.81 7.55 7.56 7.58 7.60
1.54 1.54 1.55 1.56 1.52

73.42 67.57 67.63 63.91 63.70

Note

¥ Agricultural production shows the year on year change in terms of volume.

#2021 rebase. Previous data had 2018 as its base.

¥ TOP millions

n.i.- not issued
n.a. - not available

Sources
*Various industry sources

**Tonga Department of Statistics

*#**National Reserve Bank of Tonga

****Reuters




