
  

 

 
Banking and Payments Authority of Timor-Leste 

Volume 08 Issue No. 2 June 2010 

Quarterly Economic Bulletin  
 
Data published in this bulletin is subject to revi-
sion and the BPA can not guarantee the accu-
racy of information obtained from outside 
sources. The bulletin does not reflect BPA’s 
Governing Board views.  

 
 
 

I. MONEY AND BANKING 
 
Money Supply 
 
The latest monetary data show a tendency to decel-
erate further however continue  strong in the growth 
rate of broad money, while the credit development 
perform a small sign of increase. Time deposit was 
the underlined of downward monetary growth in the 
quarter, while currency in circulation, although just 
represent a small nomination amount of centavos, in 
some extent contributed to brake the decline in 
growth rate of broad money in the quarter.  
  
The quarterly growth rate of broad money continue to 
decline while the credit to private sector expand 

slightly in the June quarter, which resulting the com-
mercial banks claims abroad declining and conse-
quently the downward growth in the net foreign as-
sets of the other depository corporations.    
  
However, the annual growth rate of broad money 
continue expand although slowing down in June 
2010, rising by 19.2%, following an increase of 26% 
in the first quarter of 2010. 
  
The quarterly growth rate of broad money declining 
by 6.8%, following a downward growth of 2.4% ob-
serve in the last first quarter, driven by all compo-
nent of deposits. Time deposits are the main driver, 
accounted by 12.5%, while demand and saving de-
posits by 3% and 1.6% respectively. Conversely, 

currency in circulation (centavos) continues 
growing, rising by 1.2%, following a 4.9%
increase in the last March quarter.    
  
Further, the net foreign assets (NFA) rise 
somewhat by 0.3% in June, reversing the 
reduction of 9.4% observe in the last first 
quarter of 2010. In fact this progress mostly 
due to increase in the BPA’s foreign assets, 
rose by 9.6%, following a 32% growth ob-
serves in the last quarter. While, the others 
depository corporations’ foreign assets was 
dropping in the quarter, down by 5.9%, re-
versing a consecutive growth observe in the 
last three quarter, of which in March 2010 
was rising by 17%.  
The main driven of the evolution of BPA’s 
foreign asset in the quarter continue to be 
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sources from the portfolio investment securities 
abroad. The securities investment was falling down 
in the last quarter of March, declining by 45%, while 
it turn back to rise in June quarter by 22.7%. Other 
deposits contributed somewhat to this development. 
While, the transferable deposits and cash reserve 
were declining by 39.4% and 28.4% respectively. 
However, the BPA’s liability to non-resident was de-
clining, mostly due exchange rate changes in the 
SDR allocation with the IMF, reducing by 2.6%.  
  
Further, the main driven of decrease in the commer-
cial banks’ foreign assets were transferable deposit, 
holdings of foreign currency and other loans to non-
resident, reducing by 36.9%, 16.4% and 7.3% re-
spectively. While, other deposits increase by 11.8% 
following an increase of 33.8% in the last quarter.  
  
 
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 

system. Actually, there is no credit from the financial 
system 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 govern-
ment deposits or depository corporation liabilities to 
the central government. Simultaneously, claims on 
the private sector consist of credit to domestic pri-
vate sector. If there is credit to non-resident it will be 
recorded on claims to non-resident under NFA. 

On the ‘Timor-Leste Monetary Survey’ (table 7) we 
can observe, for the months of June 2010 when 
compared with the same period of 2009, that the 
‘Domestic Claims’ mark, by negative, drop of 13.2%, 
however this has a positive effect on recovery when 
compared with March 2010. The domestic claims 
rising by 54.4% in June 2010, supported by both net 
claims on Central Government, which liabilities con-
tributed by an increase of 13.2% reversing a down-
ward growth in the claims on Central Government of 
56.7%, and claims on other sectors mostly on private 
sector of 4.1%. 
        
When considering credit by commercial banks to pri-
vate sectors (table 1), it is observed that for the 
month of June 2010 and its 2009 corresponding pe-
riod, there was a slight increase of 2.4% in the total 
amount of credit awarded, while compare to March 
2010, this credit to the private sector is increasing by 
2.1%. The sector that contributed more to this growth 
in June quarter are agriculture, water and forestry, 
rising by 10.6%, followed by construction of 8.9%, 
individuals of 3.5% and trade and service of 1.8%.   
The sector that absorb more resources, 53% of the 
total, was the individual credit, followed by industry 
and manufacturing of 19.5% and Commerce and Fi-
nance of 16.7%. While, the lowest value was in the 
field of Agriculture, Water and Forests, absorbing 
only 0.5% of the total credit. Although the credit to 
this sector is increasing in the quarter, reached about 
10.6%, the share is excessively low when it compare 
to the size of dependency of Timorese people on the 
agriculture sector. 
  
Total Liquidity 
After a continue growing during the last consecutive 
four quarter the total Liquidity Assets in the banking 
system recorded a downward development in June  
2010, drop by 5%, reversing an increase of 12.4% in 
the last March.  
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Clearing activities in the quarter continue showing 
the downward development following the decline in 
the last quarter. It was supporting by the number of 
both commercial bank and the government payment 
order with its customer. The first was declined by 
13.6% and the last was about 11.6%. Total value of 
clearing then decreased by 12.4% compared to 
17.9% decline in the last quarter. 
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The downward growth drives liquid ratio to decline to 
79%, supporting by all component, of which cash in 
vault supply by 16.8%, deposit with the BPA 13.4% 
and deposits with other financial institutions abroad, 
which was the main contributor to the upward devel-
opment in the last quarter, give up a negative growth 
of 3.7%.  
The liquid ratio then has a contraction growth of 2% 
reversing an increase of 4.8% observes in the last  
quarter. These developments caused the actual liq-
uid requirements held, resulting excess liquidity, 
while still high, down to 64%.  
 
The BPA’s portfolio investment abroad, exclude Pe-
troleum Fund investment, increased during the sec-
ond quarter of 2010, rising by 22.7%,  reversing a 
45% decreased in the last first quarter. The upward 
movement mostly due to the increase in the Govern-
ment deposits with the BPA, as the consequence of 
the Government request to withdraw from the Petro-
leum Fund to finance the budget expenditure. Fur-
ther, this expansion in the portfolio investment 
abroad pushes the Timor-Leste claims on nonresi-
dent to increase, then the International Reserves is 
affecting, rising by 9.6% reversing a decrease of 
32% observe in the last March 2010 quarter. 

Exchange Rate 
 
The USD appreciated against the main trading part-
ner and major trading currencies during June 2010 
quarter. In average, the USD appreciates by 9% 
against the Euro, 2.5% against the Australian dollar, 
Vietnam VND by 1.3%, and appreciates by 1.5% 
against the Japanese Yen, while it depreciate by 
1.6% against Indonesia rupiah, 0.9% against the Sin-
gapore dollar and 1.6% against the Thailand bath. 

Interest Rate  
 
The commercial banks’ weighted average interest 
rate on deposits rose by 0.7 basis point while the 
lending rates increased by 25 basis points in the 
June 2010 quarter.   
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III. GOVERNMENT FINANCE 
 
The budget approved for FY 2010 were US$ 659.996 
million, with the domestic non-petroleum revenue 
estimated of US$ 87.200 million, the total budget 
deficit was estimated of US$ 572.796. The finance 
was approved by Parliament to withdraw/or transfer 
from the petroleum fund, to finance this budget defi-
cit, amounted to US$ 502.000 million, the reminder 
of US$ 70.796 million is financed by drawdown from 
cash reserve. 
  
Revenue 
Total domestic revenue receipts during the first quar-
ter of 2010 were US$ 23.3 million against the whole 
year budget estimates of US$ 87.2 million. The main 
part of this domestic revenue was collected by 
Treasury (85%) and the remainder 15% from self 
funded by autonomous agencies. The main sources 
of domestic revenue receipts up to the first quarter of 
2010 were user fees & charges, which represented 
33% of the total domestic revenue. Major contribu-
tions also came from excise duties of 18%, shelf-
funded agencies (15%) and corporate tax  of 13.2%.     
 

Expenditure 
Total expenditure up to the first quarter of 2010 were 
US$ 79.406 million, against the estimate of US$ 
659.996 million, as the result the budget execution 
rate, on cash basis, stay at 11%. Whole of Govern-
ment expenditure performance by appropriation cate-
gories were; capital and development constituted 
4%, goods and services 46%, public transfers 23% 
minor capital 1%, and Salary and Wages 26%.  
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II. EXTERNAL TRADE 



5 

 

IV. DOMESTIC ECONOMY 
 
Coffee export during the quarter shown an upward 
development, rising by 152.5%, reversing 89% drop 
observes in the last quarter. When compare to the 
total value export during the second quarter of 2009 it 
increased by 90.8% .  
The total amount of coffee export reached in the quar-
ter was about 0.8 million kg, compare to 0.9 million kg 
achieve in the last quarter.   
Although the total value in the quarter is growing, in 
fact the total amount of coffee export is less than the 
previous quarter. The higher price could be one of the 
reasons of higher value of coffee export in June.   
The biggest destination during the quarter was the 
Germany with the total value share of 32.8% followed 
by Indonesia of 30.8% and USA of 16.8%.   

Volume 08 Issue No. 2 June  2010 

The quarterly inflation rate reported by National 
Statistics Department rose by 0.8% in June 2010, 
following the 3.5% growth observes in the first 
quarter of 2010.   
After a deceleration during the period of six month 
in the second half of 2009, the annual inflation rate 
start to rise and continue rising during the first half 
of 2010, rising from 3.6% observed in January to 
the 6.6% in June. The acceleration in inflation rate 
mostly reflected the impact of increase in the price 
of clothing and footwear of 11%, followed by food 
of 8.5%, transport & communication and housing of 
4.3% and 2% respectively.  
No study has been done on how the price mecha-
nism works in Timor-Leste. However, as almost 
90% of Timor-Leste demand is satisfied by imports, 
the price setting in Timor-Leste could be related to 
the demand for import. Therefore an increase in the 
budget and then the money supply could be influ-
ence the demand for import, subsequently the im-
port price and inflation.     

Price Evolution in Dili Table 5 

Table 6 

Graph 6 

Graph 7 
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Table 8 


