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I. MONEY AND BANKING 
 
Money Supply 
 
Recent development in the monetary data point to 
continue strong although declined in the growth rate 
of broad money, at the mean time the credit develop-
ment was slowing down. Growth in transferable de-
posit was underlined the downward of monetary 
growth in the quarter. However, inflationary pres-
sures from this monetary phenomenon are not ap-
pearing, inflation was rising. 
  
The decline observe in the quarterly growth rate of 
broad money was continued to be driven mainly by 
offset increase in the claims abroad which result in 

the expansion in net foreign assets of the other de-
pository corporations, in contrast the demand de-
posit declined.   
Although slowing down, the annual growth rate of 
broad money continue expand in March 2010 quar-
ter, rising by 26%, followed an increase of 39% in 
the December 2009. 
  
Further, the quarterly growth rate of broad money 
declining by 2.4%, down from 18% observe in the 
last December 2009 quarter, mainly driven by trans-
ferable deposit, a decrease of 19.4%.  Conversely, 
time and saving deposits rose by 20% and 21.6% 
respectively. Currency in circulation (centavos) con-
tinues growing, rising by 4.9%, followed a 3.9% in-
crease in the last December quarter.   

  
Net foreign assets (NFA) decreased, in 
quarterly basis, by 9.4%, reversing an in-
crease of 55.8% observe in the last quar-
ter of December 2009. In fact this mostly 
due to the decline in the BPA’s foreign as-
sets, a drop of 32%, of which in the last 
quarter rose by 141%. However, the oth-
ers depository corporations’ foreign assets 
continue growing, rose by 17%, followed 
by 10.5% growth occurred in the last 
fourth quarter.  
The BPA’s portfolio investment securities 
abroad continue to be the main driven of 
up and down in the foreign assets. The 
securities investment falls down in the 
quarter by 45%, reversing an expansion of 
165.8% in the last quarter. While, other 
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deposits also contributed to this downward develop-
ment, reducing by 39.7%. On the other side, the 
transferable deposits and cash reserve were rising 
by 55% and 160% respectively. However, the BPA’s 
liability to non-resident was declining, mostly due 
exchange rate changes in the SDR allocation with 
the IMF.  
  
Further, the main driven of increase in the commer-
cial banks’ foreign assets were transferable deposit 
and other deposits, rose by 37% and 33.7% respec-
tively, while holding of foreign currency decrease by 
58.6%, reversing an increase of 219% observes 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. 
  
Domestic credit in March quarter of 2010, according 
to table 7 monetary surveys, shows a decline of 
50.7%. This contraction was due to decrease in the 

liabilities of the BPA to central government, con-
versely the claims to central government was rising. 
The liabilities to central government therefore de-
creased by 19%, while claims raised by more than a 
thousand percent. The result was the net credit to 
government decline by 26.8%. As the trend growth in 
the credit to domestic private sector is declined, it 
further contributed to the downward growth in the 
domestic credit. 
       
Moreover, table 1 shows a downward in the total 
loans portfolio to the private sector in the quarter, 
reducing by 5.2%, following a fall of 0.1% in the pre-
vious quarter. Despite the trend growth of broad 
money was slowing down, there is continue available 
of the sources of fund. Total liquid assets are more 
than 80% and excess liquidity still more than 65%. It 
seems that there is 65% of the fund staying as the 
idle money. In fact is not, as about 70% of these liq-
uid assets are deposit abroad. The issue is the non-
performing loans continue high, the commercial 
banks have to continue construct provision for loan 
losses, therefore reduce the loans to private sector.   
  
The downward trend of loans to private sector in the 
quarter mostly concentrates on tourism and services, 
the fourth biggest beneficiary of loans, having a re-
duction of 46.5%, followed by constructions sector of 
0.9%, trade & finance of 0.4%, and individuals, the 
biggest share of loans to private sector, about 0.3%. 
Agriculture, water and forestry, the lowest beneficiary 
of credit by sectors in the quarter, are growing by 
107.3%, followed by the others lowest share of 
credit, industry & manufacturing, and transport & 
communication, with the growth of 13.9% and 8.3% 
respectively.  
 
Total Liquidity 
Total Liquidity Assets in the banking system during 
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Clearing activities in the quarter showing a down-
ward development compare to the last December 
quarter. It was supporting by decline in the number of 
both commercial bank and the government payment 
order with its customer. The first was contributed by 
6% and the last was about 16%. Total value of clear-
ing then decreased by 18% compared to 57.7% rose 
in the last quarter. 
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the March quarter of 2010 continue to increase, rose 
by 12.4%, following an increase of 2.6% in the last 
December quarter.  
The growth drives liquid ratio to rise further to 80% 
mostly supporting by component of deposits with 
other financial institutions abroad, reached 35.6%.  
While, cash in vault and deposit with the BPA de-
clined in the quarter by 58.9% and 45.2% respec-
tively. The liquid ratio then has an expansion growth 
of 4.8% following an increase of 1.1% observes in 
the last December quarter. These developments 
caused the actual liquid requirements held, resulting 
excess liquidity rising to 65.6%.  
 
The BPA’s portfolio investment abroad, exclude Pe-
troleum Fund investment, decreased during the first 
quarter of 2010, reducing by 45%,  compare to 166% 
increased in the last fourth quarter. The downward 
movement mostly due to the decrease in the Govern-
ment deposits with the BPA, as the consequence of 
the Government withdrawal to finance the budget 
expenditure. Further, this downward movement in 
portfolio investment abroad pushes the Timor-Leste 
claims on nonresident to decrease, then the Interna-
tional Reserves is affecting, reducing by 32% revers-
ing an increase of 141%observe in the last Decem-
ber 2009 quarter. 

Exchange Rate 
 
The USD appreciated against the main trading part-
ner and major trading currencies during March 2010 
quarter. In average, the USD appreciates by 6.8% 
against the Euro, 0.5% against the Australian dollar, 
Singapore dollar by 0.6%, Vietnam VND by 2%, and 
appreciates by 1% against the Japanese Yen, while 
it depreciate against Indonesia rupiah by 2.2% and 
1.3% against the Thailand bath. 

Interest Rate  
 
The commercial banks’ weighted average interest 
rate on deposits declined by 1.1 basis point while the 
lending rates increased by 5 basis points in the 
March 2010 quarter.   
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III. GOVERNMENT FINANCE 
 
The budget approved for FY 2009 were US$ 680.873 
million, with the domestic non-petroleum revenue 
estimated of US$ 91.200 million, the total budget 
deficit was estimated of US$ 589.673. The finance 
was approved by Parliament to withdraw/or transfer 
from the petroleum fund, to finance this budget defi-
cit, amounted to US$ 589.000 million, the reminder 
of US$ 0.673 million is financed by drawdown from 
cash reserve. 
  
Revenue 
Total domestic revenue receipts up to the fourth 
quarter 2009 were US$ 86.210 million against US$ 
91.200 million of the estimated budget. The main 
part of this domestic revenue was collected by 
Treasury (87.5%) and the remainder 12.5% from self 
funded by autonomous agencies. The main sources 
of domestic revenue receipts up to the fourth quarter 
2009 were user fees & charges, which represented 
33.2% of the total domestic revenue. Major contribu-
tions also came from excise duties of 16%, shelf-
funded agencies (12.4%), withholding tax (10.9%),   
sales tax (8.4%) and import duty of 7.3%.    

Expenditure 
Total expenditure up to the fourth quarter 2009 were 
US$ 605.340 million, against the estimate of US$ 
680.873 million, as the result the budget execution 
rate, on cash basis, stay at 89%. Whole of Govern-
ment expenditure performance by appropriation cate-
gories were; capital and development constituted 
29%, goods and services 35%, public transfers 16% 
minor capital 6%, and Salary and Wages 14%.  
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II. EXTERNAL TRADE 
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IV. DOMESTIC ECONOMY 
 
Coffee export during the quarter shown a downward 
development of 89%, reversing 27% growths ob-
serves in the last December quarter. It declined by 
69% compare to total value export during the first 
quarter of 2009.  
Total amount of coffee export reached in the quarter 
was about 0.9 million kg compare to 5 million kg 
reached in the last quarter.  
The evolution seems a seasonal basis, the export of 
coffee will be decline in the period of November—
June and it mostly increase during July—October. 
The biggest destination during the quarter was the 
United States of America with the total value share of 
50% followed by Portugal of 28%. Indonesia and Ger-
many were about 11% and 8% respectively.  
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The quarterly inflation rate reported by National 
Statistics Department rose by 3.5% in March 2010, 
followed by 1% growth observes in last December 
quarter after recorded negative growth during the 
second half of the year of 2009.  
The annual inflation rate was accelerated in the 
quarter, rising by 5.5% from 1.8% observes in last 
December quarter. The inflation was stood at two 
digits in September 2008, of 12%, and slowing 
down to 4.2% in March last year and continues de-
celerated to—1.2% in September 2009.  
The acceleration in inflation during March quarter 
reflected the impact of increase in the price of 
clothing and footwear of 9.7% followed by food of 
6.4%, and housing and transport & communication 
of 5.1% and 4% respectively. The other baskets of 
the consumer price were continuing declining in the 
quarter.  
From a simple analysis of the data, in fact, there is 
less positive correlation between the inflation and 
broad money in Timor-Leste.    

Price Evolution in Dili Table 5 

Table 6 

Graph 6 

Graph 7 
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Table 8 


