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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.

Content:

I Money and Banking

Il External Trade

i An Overview .....

v Domestic Economy

Appendix: Monetary Statistics and BPA balance sheet

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

Chart 1 Broad Money Growth
(Percentage change)

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.
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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

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

Sector di ;:r:l:r:meSept Sen .
Sept Dec  |2009 Share (%)

Agriculture, Water and Forestry 216 218 0s 0.2
Industry and manufactoring 1,577 1,711 85 15
Construction 21,955 19,413 118 175
Transport & Comuncation 2227 2357 58 21
Trade and Finance 18,416 19,113 38 17.2
Tourigm and Service 11,835 13,081 105 1.8
Individuals 54 8RS 55,143 0.5 457
Total 111,099 | 111,036 -0.1 1000

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.
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December 2009

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
guarter. 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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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.

Graph 3.
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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%.

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.

Tabl= 3.
Commercial Banks Deposits and Lending Rates
December_ 2009
Weighted Average
Deposit Rates
Savings

Time Deposits

Up to 2 mths 3 to @ mths G0 12 mths Ower 12 mths

1.08 1.23 1.32
Lendimg rates

Loans + Libor 3 months 1083

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%.

Exchange Rate
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II. EXTERNAL TRADE
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Table 4
TIMOR - LESTE: Trade Statistics Summary
Imiports Exports Balance Balance
Monthi/ear Merchandize | Mon-merch TOTAL Exports re-export TOTAL TOTAL merchandise
(US%000) (US5000) (US3000) (US5000) (LSS0} (LSS0} {Ex- Im merch.)
3 - 2008 &6, 511 1,653 &8, 164 6,304 12 84T 18,151 -48 013
Cciober-03 26,650 53 27.482 2,515 4,877 T.iez -20.298
Mowemirer-08 40,122 3.535 43, 7ET 2,100 1.887 3887 -38.720
Decemibxer-08 A5.27F7 1,055 35,332 533 aeT 1.500 -34 832
4 - 2008 102,049 5 6528 107 577 5148 T.511 12,659 -84 918
25t Semester/08 168,560 7,181 175,741 11,452 20,358 31.810 -143,931
2008 (Year) 258,429 10,155 268,584 12,899 36,276 49175 -219,408
Jamuary-08 23,385 2427 35,826 520 2405 3,024 =32, 782
Februan-09 24,407 Tao 35,267 409 482 871 -34,3886
hlarch-09 21,838 209 22,144 312 2785 3.107 -18,037
@1 - 2009 89,831 3,396 93,227 1,350 5,662 7,012 86,215
Soril-08 24 180 =latal 25,146 321 B.522 0,843 -15.303
iday-08 24 500 B2s 25425 === T34 83z -24 5a3
Jume-08 25,809 220 25,632 125 1.154 1.289 -25,340
@2 - 2009 74,499 2,710 TT, 209 554 414410 11,964 -65,245
1=t Semester/09 164,330 6,106 170,436 1,904 17,072 18,976 -151,460
July-0nE 17,5848 1,437 18,083 B21 1.580 2411 -18,872
Sugusi-08 17,083 1,510 18,885 BEZ 1.05& 2028 -18,850
Sepiembar-08 18,748 TS 20,506 1.111 TT3 1.884 -18.822
@3 - 2009 54,482 3,805 58,287 2914 3,419 6,333 -51,954
(Dctober-08 21.208 B 22084 2,282 1.551 3.873 -18.181
Mowvermiber-08 18,787 580 18,547 G524 T 1,335 -18.312
Diecember-00 23,787 BEZ 24,570 TG 3,225 3,802 -20.878
@ - 2008 63,782 2 689 66,371 3672 5528 8,200 57,171
2zt Semester/l9 118,264 5,394 124,658 6,586 B.94T 15,533 109,125
2009 {(Year) 282, 594 12,500 295,094 8,490 26,019 34, 509 -260,585

Source: National Statistics Department

lll. 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
guality 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%.

Bank Profitability

18,000

== Interest Income
== Interest Expenses
Net Interest Income
== Specific Loss Provisions and Write-Offs

Dec'06 prvision rea:"‘e: 46m
16,000

14,000
12,000

10,000

In thousand USD

8,000

6,000

4,000

2,000

Jun-06 |
Sep-06
Dec-06
Mar-07 |
Jun-07
Sep-07
Dec-07 |
Mar-08
Jun-08 |
Sep-08
Sep-09
Dec-09



Volume 07 Issue No. 4 December 2009

IV. DOMESTIC ECONOMY Timor-Leste: Coffee Exportation (Thousand of USD)
Coffee export during the quarter show an upward de- - Graph 7
velopment, increase by 27%, followed 400% growths 2500
observes in the last September quarter. However it
decline in annual basis by 30% compare to total value 200
export during 2008. Total amount of coffee export Lo
reached in the quarter was about 5 million kg com-
pare to 2.9 million kg observe in the last September 1,000
quarter. While, total amount reached during 2009 was
about 10 million kg, decline 100% compare to amount 500 |
exported during 2008. The bad weather creates hard ] '
crops as it could be produced last year. g 8 28 8 g. 883888888888 8 2
The biggest destination during the year was the £ 558 FEsEE 2 E 5z £33 5 %
United States of America with the total value of 32%
followed by Germany (29%). Portugal reached 9%,  Energy Price and Coffee Table 6
while Indonesia and Japan about 5%.
Coffee price, ICO (USD cents/lb Energy prices (USD
Price EVOlUtion in Dili Table 5 : , ( } Crude D||‘gyp Na{turm ;as:
End of period | Recent | Previous day|| W.T.I Cushing |Nymex Henry Hub,
CONSUMER PRICE INDEX (ba[ren SmmBtu.
(2001=100) 30Dec09] 12452 12452 7887 583
: Wi Index % Change 30-Nov-09 12025 118.04 7605 516
roup eights Dect¥ Sept0d/ Decly/ 30-0ct-09 11943 12071 7987 510
e b Sl D ooy st [ 0.Sep00| 11400  11444) 6671 459
ALL GROUPS : - : L VA 31-Aug-09 11225 113,85 1274 305
Food 51 0y w2t 2 '2? 2 31-Jul09 11562 11564  66.94 3.70
Alcohol and Tobacco 48 1380 1378 1381 02 41 0 30-Jun-09 11184 112.07 7149 404
CIuth@nuandFuotwear 89 i i 13 26 76 62 20-May-09 128.43 19755 85.08 365
. R A WApr08| 11190 11249 5097 333
Household Furnishings, Supplies and Services 7.9 1029 1022 1022 00 Q6 A7 ' ' ’ ’
Healt 1 00 481 1 00 At 43 J1Mar09] 11022  110.33] 4641 361
i, 4 BB B L] e auareny imeon rae repored by naiona
Statistics Department rose by 1.0% in December
2009, followed by a 1.2% growth observes in last
Nate: this CP just for Dil September quarter.
Source: Nional Stascs Depament Furthermorg, the a_n_nual inflation rate start to in-
crease again to positive space, reached 1.8%, from
Contribution to annual CP! Inflation -1.2% and -1.7% opserves in last Sept.emlc_>er. and
(Percentage points) Graph 6 J_une quarter respectively. The accelt_eratlon |n_|nfla—
30 ~ Algow oo tion could be reflected the impact of increase in the
25 Housing === Transport and Communication price of food of 2.3%, followed by alcohol and to-
20 —Ohers bacco of 0.1%. Despite clothing & footwear and
15 housing were slowing down, reached 6.2% and
10 0.9% respectively, but as they are in the positive
5 space, contributed to this development. Transport
0 : and communication and others groups are increas-
5 ing while still at negative space.
-10
-15 This phenomenon of acceleration in the price infla-
-20 tion mostly, except transportation, could be corre-

sponding to the high demand during the month of
December due to the Christmas day.
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Timor-Leste Monetary Survey

Miflions af US Dollars Tabkle 7
Percentage change

Diec-07 Drec-08 Sep-00 Dec-08 1 Qagoe 1 Year ago
NET FOREICN ASSETS 318.128 392641 I84.135 442728 558 118
CLATAS ON NONBEESIDENTS A55.554 4] 535 333,380 468834 406 11z
LIABTTTIES T NONBESIDENTS -37.716 -18.895 -48. 246 -6 106 =470 27
DOAESTIC CLAIWS -118.117 -127.050 3086 -102.654 -1360.6 -182
NET CLADVS ON CENTRAL GOVERNALENT -118.619 -110 508 B5 155 -6 104 1167 -1t
CLAINS ON CENTRAL GOVERMMENT 0180 11628 5346 1147 -T8s il
LIABNITIES TO CENTEAL GOVERNMENT -118.527 -241.133 -l0os01 -107.341 1063 -14.0
CLATAS ON OTHER SECTOES 100502 102440 103241 103 538 03 11
CLAINS ON OTHER FINANCIAL CORPORATIONS 0,200 0000 onon 00D oo oo
CLAIAS ON STATE AND LOCATL COVERNMENT 0,300 D00 onon 0.0 (] oo
CLAINS ON PUBLIC NONFINANCTAL CORPORATION: 0,000 D00 oo 00 (] oo
CLAINS ON PREIVATE SECTOR 100.s02 102440 103241 103530 03 11
BEROAD MONEY LTABIT ITTES 143.714 192658 111043 48605 153 2006
CURRENCY OUTSIDE DEFOSITORY CORPORATIONS 2173 2454 1605 20 19 142
TRANSFERABLE DEMOISITS 73199 101837 102.734 135871 313 334
OTHEE. DEPOSITS 69243 88.367 105615 110933 20 155
SECTEITIES OTHEE THAN SHARES 0.300 0000 ooon 0000 oo oo
DEPOSITS EXCLUDED FROM BROAD MONEY URE 031 00sE o064 151 1085
SHARES AND OTHER EQUITY 1314 5.T16 15861 15547 -0 TEI
OTHEFR. ITEMS (NET) 53.961 G167 G5 260 T85T 14.7 147
IFS Wertical Cheadk 0,000 0000 0000 -000L 0.0 oo
Petrodeurn Fund Assets 2085157 4196972  5301.568 SATE GG 14 251

Avctearveiede Marcdnsmw o sl Pamrniernteon ofe T imaoae-d e I
Harikrrr aned Paovameess Aoty of FamoeLeste Table 8

A Blispo Medetros, POFER 59 10 e Temnor-1 e

QUARTERLY SUMMARY FINANCIAL STATEMENTS

BALANCE SHEET PROFIT AND LOS

As 2t 31 December 2008 For the perizd ended 31 Decembor 2009

bn thauasandds ol US Do las I Ehowessamcts of LES. Dolkses

ASSETS UsS Dellars DPESATIMG PROFIT UE Dalars
Cas and cash equisalants 22 367

Investmanls 242 TNV Iteres: ncome =02
Oiher sssets 2.5338 WTErEs: erense 58)
TOTAL ASSETS 67T -Ili_ ket indzstment noome e =

— ¥ e 1~

LIABILITIES Fzes and commissions 330
GovEITIMmenl o posits 162,558 Petralzum knd mansgemen! fes 1.742
Cither Jecosits T8 232 Donafions & Graals 42
Cither abilibes 3,721 Other incormz L]
Curnency issued 2,830 TOTAL OPERATING INCOME 2,266
TOTAL LIABILATIES 247451

EXPENSES

Personnel & capacity bulld ng expensas 492
EQUITY Currency dstriburton espensas 294
Capta 20,030 Administration expenses 1.521
Resamves 71 Dapre ciation _'_"2
Fetmined samings {10} TOTAL EXPENSES 2377
TOTAL EQUITY 18,951
TOTAL LIABILITIES & EQUITY BTz CPERATING DEFICT - §ui0})

Paofes A IT Devermoe M00S v Damiee of Seloinm Sumd accousd namegsd O D 5P was 75 078 £F5.568 T rade |cogeis e mpondeg mequramed® aedor iERS

T SRS SDEE A TR I SCOTHCEC Welts SEChinE 56 7 OFf SRguisten 20030 S N B [repared 08 81 Scon sl Deds e 5 eences. Mooeos o BPA o o 3
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