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I. MONEY AND BANKING 
 
Money Supply 
 
The monetary data for December 2009 quarter point 
to a continuation of the increase in annual growth 
rate of broad money. While, there is no significant 
development of loans to the private sector. 
Monetary growth is currently supporting by additional 
rise in savings that could be as the translation of in-
crease in the proportion of income by both enterprise 
and individuals, a beneficial outcome of government 
policy.  
Despite the broad money continue to increase and 
therefore the availability in the source of fund, but the 
sign of growing in the loans to private sector continue 

small, even decline in the quarter. Thus, the  devel-
opment of commercial banks loans to private sector 
continues to be driven mainly by the performance of 
nonperforming loans. In fact, part of broad money is 
allocating abroad (while in December quarter was 
declining) to earn more interest that could adding up 
the capital, however should be deduct to secure the 
provision for loan losses. 
 
The annual growth rate of broad money expand fur-
ther in December 2009 quarter, rising by 29.6%, fol-
lowed an increase of 19% in the September quarter.  
The quarterly growth base of broad money grew at 
18%, up from 4% observe in the last third quarter of 
2009, mainly driven by transferable deposit, an in-
crease of 32%. While, time and saving deposits 

rose by 1.2% and 5.6% respectively. Currency 
in circulation (centavos) has supported some-
what to the development of broad money, ris-
ing by 3.9%, followed a 12% increase in the 
last September quarter.  
   
Net foreign assets (NFA) increased, in quar-
terly basis, by 55.8%, reversing a decreased 
of 23% observe in the last third quarter, re-
flecting an expansion mostly by the BPA’s for-
eign assets, a rise of 141%, which in the last 
quarter were declining by 50%. However, the 
others depository corporations’ foreign assets 
continue growing, rose by 10.5%, followed by 
9% growth occurred in the last third quarter.  
The BPA’s foreign assets continue to be 
driven by its portfolio investment securities 
abroad, an increase of 165.8%, up from a 
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negative growth of 52% occur in the last quarter. 
While, other claims also contributed to this develop-
ment, such as transferable deposits by 30.5%, other 
deposits about 66% and cash reserves of 9.5%. The 
upward movement of these assets is an indication 
of increase in the BPA’s claim to nonresident. In 
turn, the BPA’s liabilities to central government also 
go up, as there is expansion of the government ac-
count held at the BPA. In fact, there was a request 
from the government to withdraw from the Fund dur-
ing the quarter, thus the incoming transfer from the 
Fund to the government deposit with the BPA.   
Further, the commercial banks’ foreign assets were 
driven mostly by holding of foreign currency, an in-
crease of 217%, reversing a decline of 16.8% ob-
serves in the last quarter. While other deposits was 
declining by 23% which was the main determined in 
the last quarter, rose by 30.2%.      
 
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 December quarter of 2009, ac-
cording to table 7 monetary surveys, shows a huge 
decline, reduced by more than a thousand percent. 
This fact was due to amplify in the liabilities of the 
BPA to central government, conversely the claims to 
central government was falling. The liabilities to cen-
tral government therefore increased by 106%, while 
claims declined by 78.5%, as the result the net credit 
to government rose by 116.7%. As the trend growth 
in the credit to domestic private sector is markedly 
small, it further contributed to the downward growth 
in the domestic credit.    
Further, table 1 shows a downward in the total loans 
portfolio to the private sector in the quarter, reducing 
by 0.1%, reversing an increase of 6% in the previous 
quarter. Despite one of the sources of fund is avail-
able, as broad money continues to increase, how-
ever as the nonperforming loans continue high, the 
commercial banks have to continue construct provi-
sion for loan losses, therefore reduce the income and 
fund for loans.   
This downward trend of loans to private sector in the 
quarter mostly concentrates on construction sector, 
reducing by 11.6%, which reversing 80% increased 
observe in the last quarter. The decline of loans in 
the construction sector could be recognizing, as high 
demand of fund was appear in the last quarter to fi-
nance the “referendum package project”, while the 
project was planning to end up in the December 
2009. Conversely, most of the beneficiaries of credit 
by sectors were growing. Tourism & service and in-
dustry & manufacturing were the biggest destination 
of loans during the quarter, rising by 10.5% and 8.5% 
respectively. However, the agriculture sector in-
creased only by 0.9%. 
 
Total Liquidity 
The total Liquidity Assets in the banking system dur-
ing the December quarter of 2009 continue to in-
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Clearing activities in the quarter showing an upward 
development compare to the last quarter. This was 
due to the increase in the number of both commer-
cial bank and the government payment order with its 
customer. The value of clearing then rose by 57.7% 
compared to 27% rose in the last quarter, a reflection 
of rising in volume of clearing of 11.6%. 
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crease, rose by 2.6%, following an increase of 11.5% 
in the last September quarter.  
 
The growth drives liquid ratio to rise further to 77% 
mostly supporting by component of cash in vault and 
balances with central bank, reached 225% and 153% 
respectively. While, deposits with other financial insti-
tutions abroad declined in the quarter by 16.7%. The 
liquid ratio then has an expansion growth of 1.1% 
following an increase of 2.3% observes in the last 
September quarter. These developments caused the 
actual liquid requirements held, resulting excess li-
quidity rising to 62% from 61%.  
 
Further, the BPA’s portfolio investment abroad, ex-
clude Petroleum Fund investment, was increased 
during the fourth quarter of 2009, rising by 166%,  
compare to 53% decreased in the last third quarter. 
The upward movement mostly due to the increase in 
the Government deposits with the BPA, which in turn 
decrease in the PF account, as the consequence of 
the Government withdrawal from the petroleum fund 
to finance the budget expenditure. Further, this 
movement in portfolio investment abroad pushes the 
Timor-Leste claims on nonresident to increase, then 
the International Reserves is affecting, rising by 
141% reversing a decrease of 50.5% observe in the 
last September 2009 quarter. 

Exchange Rate 
 
The USD continues depreciated against the main 
trading partner and major trading currencies during 
December 2009 quarter. In average, the USD depre-
ciates by 3.3% against the Euro, 8.6% against the 
Australian dollar, Singapore dollar by 3.1%, Indone-
sian rupiah by 5.3%, and depreciates by 3.8% 
against the Japanese Yen, while it appreciate 
against Vietnam VND by 0.2%. 

Interest Rate  
 
The commercial banks’ weighted average interest 
rate on deposits increased by 0.2 basis point while 
the lending rates decreased by 6 basis points in the 
December quarter.   
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III. An Overview of Profitability and Capital in 
Timor-Leste Banking System  
 
There are three commercial banks and one microfi-
nance institutions operated in Timor-Leste. In fact, 
the three commercial banks are branch of foreigner 
banks. This is a challenge in calculating the Capital 
Adequacy Ratio (CAR) on the banking system in 
Timor-Leste. Therefore, the BPA currently only apply 
the calculation of CAR for the microfinance institution 
(MFI-TL). Base on the instruction CPO/B-2000/2, the 
minimum ratios required for CAR are 12%, however 
for IMF-TL apply special treatment of 50%. 
  
The capital adequacy ratio of the Microfinance Insti-
tutions at the end of the December 2009 was rela-
tively high, reached 80% over 74% achieved in the 
previous year. While, the Tier-1 capital to risk 
weighted assets ratio remained high at 80 percent. 
Accordingly, microfinance institutions’ capital is suffi-
cient to absorb risk and provide adequate room to 
expand the credit.  
  
On the other side, despite a slight decline over the 
year of 2009 compared to the previous year, the 

banking system in Timor-Leste (include all commer-
cial banks) has maintained its profitability. However, 
most of the profitability garnered from interest in-
come has to cover anticipated unfavorable credit 
quality by maintaining their loan losses provision. 
Thus, as the allocation expenses for provision in 
2009 decreased, declining by 7.3%, the operational 
profit (include other operating income) after provision 
is increasing, rose by 2%.  
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II. EXTERNAL TRADE 
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IV. DOMESTIC ECONOMY 
 
Coffee export during the quarter show an upward de-
velopment, increase by 27%, followed 400% growths 
observes in the last September quarter. However it 
decline in annual basis by 30% compare to total value 
export during 2008. Total amount of coffee export 
reached in the quarter was about 5 million kg com-
pare to 2.9 million kg observe in the last September 
quarter. While, total amount reached during 2009 was 
about 10 million kg, decline 100% compare to amount 
exported during 2008. The bad weather creates hard 
crops as it could be produced last year.  
The biggest destination during the year was the 
United States of America with the total value of 32% 
followed by Germany (29%). Portugal reached 9%, 
while Indonesia and Japan about 5%.  
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The quarterly inflation rate reported by National 
Statistics Department rose by 1.0% in December 
2009, followed by a 1.2% growth observes in last 
September quarter.  
Furthermore, the annual inflation rate start to in-
crease again to positive space, reached 1.8%, from 
-1.2% and –1.7% observes in last September and 
June quarter respectively. The acceleration in infla-
tion could be reflected the impact of increase in the 
price of food of 2.3%, followed by alcohol and to-
bacco of 0.1%. Despite clothing & footwear and 
housing were slowing down, reached 6.2% and 
0.9% respectively, but as they are in the positive 
space, contributed to this development. Transport 
and communication and others groups are increas-
ing while still at negative space.   
  
This phenomenon of acceleration in the price infla-
tion mostly, except transportation, could be corre-
sponding to the high demand during the month of 
December due to the Christmas day.   

Price Evolution in Dili Table 5 

Table 6 

Graph 6 

Graph 7 
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Table 8 


