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I. MONEY AND BANKING 
 
Money Supply 
 
The latest monetary data, up to December 2010, 
confirm an acceleration of the growth rate of broad 
money, followed by an increase in the credit develop-
ment to the private sector. Other deposits are the 
main underline upward of monetary growth in the 
quarter.  
The annual growth rate of depository institution loans 
to the private sector although volatile it is performed 
an upward sign of movement in the quarter. The is-
sue of nonperforming loans become the central issue 
of, continue, slowing down in the credit growth to pri-
vate sector in the economy. 

The Banking sector in a country is a key sector for 
the economic development that it plays the impor-
tant role as a financial intermediary between the de-
positors and the investors. Therefore the bankers 
act, it should be seen both as the provider of the 
credit and, more important, as the responsible for 
the deposit.  
  
The quarterly growth rate of broad money is in-
creased while the claims to private sector expand 
slightly in the December quarter. It was resulted the 
commercial banks claims abroad declined. However 
as the liabilities are reduced more than claims, the 
net foreign assets of the other depository corpora-
tions is increased, rose by 20.6%.    
  

The annual growth rate of broad money 
continue expand, although it was slowed 
down in the December 2010. The growth 
was rose by 9.9% followed an increase of 
10.5% in the third quarter of 2010. It was 
grew by 24.7% in the last November. 
  
The quarterly growth rate of broad money 
rose by 23.9%, reversing a downward 
growth of 2.5% observe in the last third 
quarter, and it was driven by all compo-
nent of deposits. Saving deposits are the 
main driver, accounted about 29%, while 
time and demand deposits are supported 
about 21% and 5% respectively. Although 
currency in circulation (centavos) continue 
grows, it rose by 6%, followed a 7.1%
increase in the last September quarter.    
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Further the net foreign assets (NFA)  occurring a 
huge increase in the December 2010 quarter, it rose 
by 48%, followed a 4.4% observed in the last Sep-
tember quarter. In fact this progress mostly due to 
the huge increase in the BPA’s claims on nonresi-
dents, as it rose by 66.8%, followed a 29.6% growth 
observes in the last quarter. While the others de-
pository corporations’ claims on nonresidents was 
dropped, it was down by 4%, reversing a slight 
growth of 2.3% observe in the last quarter. 
  
The main driven of the evolution of BPA’s claims on 
nonresidents in the quarter continue to be sources 
from the portfolio investment securities abroad. The 
securities investment was raised in the quarter by 
81.2% followed an increase of 37% in the last Sep-
tember quarter. Transferable deposits, while has a 
small amount compare to the security investment, 
has contributed to this upward changes.  While the 
other deposits and cash reserve were declined by 
10.3% and 7.9% respectively.  
However, the BPA’s liability to non-resident was de-
clined, it was reduced mostly due to exchange rate 
changes in the SDR allocation with the IMF. The 
reduction is about 1%.  

Further the main driven of decrease in the commer-
cial banks’ claims on nonresidents is the other de-
posit, reduced by 39.6%. While holdings of foreign 
currency, transferable deposits and other loans to 
nonresident, have been risen by 34.9%, 102.4% 
and 24.1% respectively.  
  
Domestic Credit 
Domestic credit mostly comprises claims on central 
government (net) and claims on private sector. Net 

claims on central government contain credit and li-
abilities to central government from the financial sys-
tem. Actually there is no credit from the financial sys-
tem to the government of Timor-Leste, therefore the 
net claims on the central government in the monetary 
statistics point of view is negative, which means that  
all corresponding amount is government deposits or 
depository corporation liabilities to the central gov-
ernment. Simultaneously, claims on the private sec-
tor consist of credit to domestic private sector and 
others claim. If there is credit to non-resident it will be 
recorded on claims to non-resident under NFA. 
Observing the ‘Timor-Leste Monetary Survey’ (table 
7) we can conclude that, for the month of December, 
the ‘Domestic Claims’ mark a huge growth, it rose by 
115.6%. The growth rate of claims on central govern-
ment is increased more than the liabilities, while as 
the total amount of that claim plus claims on private 
sector are less than the amount of liabilities to central 
government, the results are the negative in the do-
mestic claims. The development of this domestic 
claim is therefore represent an increase in the liabili-
ties to central government.  
        
When considering credit from commercial banks to 
the private sectors (table 1), it is observed that for 
the month of December 2010 and its 2009 corre-
sponding period, there was a slight decrease of 0.2% 
in the total amount of credit awarded. While it com-
pares to September 2010, this credit to the private 
sector is increased by 6.2%.  
The sector that absorb more resources, 33.6% of the 
total, was the agriculture, water and forestry, fol-
lowed by trade and finance and individuals by 23.7% 
and 9.6% respectively. Although the total credit to 
the private sector was increased, however the sector 
that are expected to absorb more this credit, the con-
struction, industry and manufacturing sector, as the 
Government put a lot of effort to develop those sec-
tor,  and it must be as the country in the stage of de-

Table 1 
Commercial Bank Outstanding Credit to Private Secto r 
(in thousand USD) 

Sector 
2009 2010 Change 

from Dec 
2009 

Change 
from Sept 
2010 

Dec'10 
Share 
(%) 

      
Dec Sept Dec 

              
Agriculture,Water and Forestry  218  238  318  45,9 33,6 0,3 
Industry and manufactoring 1.711  6.436  6.016  251,6 -6,5 5,4 
Construction 19.413  17.773  16.085  -17,1 -9,5 14,5 
Transport & Comuncation 2.357  2.245  2.202  -6,6 -1,9 2,0 
Trade and Finance 19.113  9.157  11.328  -40,7 23,7 10,2 
Tourism and Service 13.081  2.246  2.268  -82,7 1,0 2,0 
Individuals 55.143  66.287  72.642  31,7 9,6 65,5 

Total 
  
111.036  

  
111.099  

  
111.036  -0,2 6,2 100,0 
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Clearing activities in the quarter show upward devel-
opment after having a consecutive decline in the last 
three quarter to June. The increase was supported  
by the number of the government payment order with 
its customer, which it was contributed by 14%. Thus 
the total value of clearing increased, it rose by 19%, 
followed an increase of 8% in the last quarter. 
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veloping, in contrast are reduced. The construction 
sector is reduced by 9.5% while industry and manu-
facturing by 6.5%. Although the credit to agriculture 
sector is increased, the share is excessively low 
when it compare to the size of dependency of 
Timorese people on the agriculture sector.  
 
Total Liquidity 
The total Liquidity Assets in the banking system re-
corded an upward development in December 2010 
quarter. It rose by 1.7%, followed by an increase of 
9.4% in the last September.  
The upward growth drives liquid ratio reached 80.8% 
mostly it have been supported by component of de-
posit with the BPA (69.9%), cash in vault of 36.2%, 
while deposits with other financial institutions abroad 
was contributed a negative growth of 8.7%.  
The liquid ratio has therefore a contraction growth of 
0.8%, reversing an increase of 3.1% observes in the 
last quarter. These developments caused the actual 
liquid requirements held, resulting excess liquidity 
reached 65.8%.  
 
The BPA’s portfolio investment abroad, exclude Pe-
troleum Fund investment, increased during the fourth 
quarter of 2010. It has been rose by 81.2% followed 
an increase of 37% in the last third quarter. The up-
ward movement mostly was due to the increase in 
the Government deposits with the BPA. Further this 
expansion, in the portfolio investment abroad, 
pushes the Timor-Leste claims on nonresident to in-
crease, then the net foreign assets is affected, it rose 
by 48%.  

Exchange Rate 
 
The USD depreciated against the main trading part-
ner and major trading currencies during December 
2010 quarter. In average, the USD depreciates by 
5% against the Euro, 8.6% against the Australian 
dollar, 0.4% against the Indonesia rupiah, Japanese 
Yen by 3.8%, Thailand bath by 5.3% and Singapore 
dollar by 3.9%, while it appreciates by 1.5% against 
the Vietnam VND. 

Interest Rate  
The commercial banks’ weighted average interest 
rate on deposits has been changed about 0.7 basis 
point while the lending rates increased by 2.9 basis 
point reversing a downward of 4.7 basis points in 
September 2010 quarter.   
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II. EXTERNAL TRADE : The Balance of Payments of Tim or-Leste  

One of the main sectors of macroeconomic that it is  
use to measure economic condition of a country is the 
balance of payments (BOP) statistics. There are three 
main components in the BOP that can be used. The 
current account is one of the three main components, 
the others being the capital account and financial ac-
count. In this article, we will focus on analyzing the 
current account balance excluding other primary in-
come, (income from JPDA) and how it reflects an 
economy's position.  
  
The current account balance is the net value of a 
country’s international trade in goods and services 
plus the net value of income payments and transfer to 
and from nonresidents. Timor–Leste trade in goods 
and services reached a deficit of USD 881.2 millions, 
of which goods represent USD 296.9 millions and ser-

vices of USD 443.7 millions.  
From this phenomenon, we can see that, in fact, 
Timor–Leste are import (bought) more from nonresi-
dents than nonresidents  are bought from Timor-
Leste. In 2008 and 2009 for instance, the net services 
absorbed were USD 443.7 millions and USD 505.5 
millions respectively.  
  
However, the net foreign income, exclude other pri-
mary income and PF investment income, was surplus 
of USD 10.5 millions in 2008 and USD 17.7 millions in 
2009). An income surplus arises when the total in-
come received by Timor-Leste from nonresident is 
more than the income paid by Timor-Leste to nonresi-
dent. In 2009 income received was about USD 
201.763 (includes PF investment income of USD 

183.8 millions) and paid was USD 16.2 millions. The 
investment income contributed to the net foreign in-
come was USD 112.5 in 2008 and USD 167.9 mil-
lions in 2009, the rest was from compensation of em-
ployees.  
  
A rises in the investment from abroad will raise resi-
dent country obligation or liabilities to pay investment 
income. However, as a FDI in the country of resident 
is a source of finance to the current account deficit, 
this increase in the investment from abroad could be 
seen as a trade off to the investment income deficit. 
By observing Timor-Leste investment income in the 
table (excluding income from PF investment), there 
is no income receive, meaning that there is still no 
investment abroad from Timor-Leste. Consequently, 
an increase in the deficit will be financed by financial 

liabilities (FDI in Timor-
Leste) or, otherwise, from 
a decrease in the reserve.  
  
Another major item in the 
current account is the 
transfer account. Net cur-
rent transfers were USD 
356.5 millions in 2008 
compare to USD 398.6 
millions in 2009. The larg-
est entry in the transfer 
account for 2009 is gen-
eral government transfers 
(USD 365.4 millions), fol-
lowed by remittances 
(USD 5.8 millions). 
 

In general, Timor–Leste current account balance has 
a deficit of USD 261.1 in 2008 and USD 297.0 mil-
lions in 2009, as can be seen from the table. This 
deficit reflects Timor-Leste economy is using more 
resources from other economies to meet its domestic 
consumption and investment requirements. 
 
By looking at the values of the current account bal-
ance deficit relative to GDP as a proportion of the 
consideration, the ratio was uncomfortable, about 
50%. If policy makers fail to take decisive action to 
improve budget deficit and investing productively, by 
2030 current account deficit will continue increasing 
and increasing. The nation could be continuing trans-
ferring most of fund resources and its percentage of 
GDP annually to foreigners.  
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III. DOMESTIC ECONOMY 
 
Coffee export during the December 2010 quarter 
shown a downward development. It was reduced by 
34% compare to almost 800% increase that was ob-
served in the last quarter. However, when it compare 
to the same month of last year, it has been increased, 
it was reached 93%.  
The total amount of coffee export that was exported 
during the year are 25.6 million kg. These are the 
highest amount that were exported since the live of 
coffee export, and it was occurred mainly during the 
second semester.  
The biggest destination of total coffee export during 
the year were the United State, with the total quantity 
exported of 12.6 million kg or about 50% of total cof-
fee export, and followed by Germany of 30%.   
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The quarterly inflation rate reported by National 
Statistics Department rose by 3.4% in December 
2010, following the 1.3% growth observes in the 
third quarter of 2010.   
After a deceleration during the period of six month 
in the second half of 2009, the annual inflation rate 
continue marks the upward trend in the whole year 
of 2010, rose from 1.8% in December 2009 to 9.2% 
in December 2010. The acceleration in the inflation 
rate mostly reflected the impact of increase in the 
price of clothing and footwear that correspond of 
15.5%, followed by food of 11.2%, housing of 4.8% 
and health of 5.3%.  
Observing this increase in the inflation rate, it can 
be draw a conclusion that with one dollar in De-
cember 2010 people could buy less than in Decem-
ber 2009, thus it means an ongoing fall in the whole 
purchasing power of population in Timor-Leste. On 
the other case price is rise more as there are more 
dollars circulated while it demand the same amount 
of goods.    

Price Evolution in Dili Table 4 

Table 5 

Graph 6 
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Table 7 


