Banking and Payments Authority of Timor-Leste

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.
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I. MONEY AND BANKING

Money Supply

The latest monetary data for September 2009 quar-
ter confirm the increase in annual growth rate of
broad money, a signal of continue existing the
source of fund. This development on some part can
be reflected the movement in the counterpart, as
there is continues, despite small sign, increasing in
the loans to private sector within the quarter.

While there is increase in money supply, indirectly
affecting by rapid increase in the government budget
expenditure, followed by slightly increase in the loans
to private sector, seems does not influence the infla-

Chart 1 Broad Money Growth
(Percentage change)
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tion. And, as Timor-Leste is a dollarize economy
with huge dependence in import, the effect of mone-
tary phenomenon in the inflation does not appeared.
In fact there was deflation in the quarter, and this
might be affecting by others factor.

The annual growth rate of broad money has a trend
to rise further while in the last quarter show some
sign to moderate. Hence, the monetary expansion in
Timor-Leste during the September quarter grew at
19%, up from 18% in the second quarter of 2009
and 44% in the first quarter of 2009.

The quarterly growth base of broad money grew at
3%, up from a negative growth of 4% in the last sec-
ond quarter of 2009, mainly driven by transferable

and saving deposit, an increase of 4.2%
and 6.5% respectively. While, time depos-
its declining by —19.3%, down from -13.7%
observe in the last quarter. In fact the BPA
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in the quarter put more currency in to cir-
culation (centavos), and this has supported
somewhat to the development of broad
money, rising by 12%, up from -6.3%.

However, net foreign assets (NFA) have
decreased, in quarterly basis, reducing by
-23% from a growth of 44.6 observe in the
last second quarter, reflecting a contrac-
tion mostly by the BPA's foreign assets, a
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decline of 50%, which in the last quarter
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were rising by 139.5%. However, the oth-
ers depository corporations’ foreign assets
has been continue to growing, rising by
9%, followed by 2.3% growth occurred in
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the last second quarter.

Yet, the BPA's foreign assets was declining mostly
by BPA'’s portfolio investment securities abroad, de-
crease by 52%, from a positive growth of 57%
observe in the last quarter. Other claims such as
transferable deposits, other deposits and cash re-
serves, also had fallen.

This downward movement of the portfolio invest-
ment has reflected the government withdrawal from
its account held at the BPA to finance the budget.
As there was no request from the government to
withdraw from the Fund during the quarter, thus no
incoming transfer from the Fund to the government
deposit.

Further, the commercial banks’ foreign assets were
driven mostly by other deposit abroad, rising by
30%, while foreign currency and transferable depos-
its declined by 16.8% and 3.8% 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

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

Sector i ;:r:'?r:lgeJune oo o

June Sept  |2009 Share ()
Agriculture,Water and Forestry 243 216 450 02
Industry and manufactoring 1,819 1577 178 14
Construction 12 480 21958 7549 198
Transport & Comuncation 2076 2207 73 20
Trade and Finance 13,397 18416 s 166
Tourism and Service 14,812 11,839 -20.1 10.7
Individuals 29727 489 434
Total 104,804 | 111,009 £.0 1004

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
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the private sector consist of credit to domestic private
sector. If there is credit to non-resident it will be re-
corded on claims to non-resident under NFA.

Domestic credit in September quarter of 2009, ac-
cording to table 7 monetary survey, decreased by —
109%. This was due to decline in the liabilities of
BPA to central government, conversely the claims to
central government is increasing. The government
deposits therefore decreased by 50% while claims to
government rose by 19%, as the result the net credit
to government reduced by 51%. The decline in do-
mestic credit in the June quarter also was driving by
downward growth in the credit to domestic private
sector, reduced by 1.6%.

Conversely, table 1 shows a slow upward in the total
loans portfolio to the private sector in the quarter,
rising by 6%, following an increase of 2.2% in the
previous quarter. Despite the source of fund is avail-
able as broad money continues increase, commer-
cial banks still concern on high non performing loans.
However the process for reducing that risk is going
on, the signal of growth trend, while small, is
emerged.

This upward trend of loans to private sector in the
quarter mostly concentrates on construction sector,
rising by 80%, following by trade-finance and trans-
port-communication of 37.5% and 7.3% respectively.
Unfortunately, most of the beneficiaries of credit by
sectors were downward growing. The agriculture,
water and forestry sectors were reducing by 45%,
reversing an increased of 18% in the second quarter
of 2009. While, tourism and service reduced by 20%,
industry and manufacturing by 17.8%, and individu-
als, the largest share of loans, by 8%.

Total Liquidity
The total Liquidity Assets in the banking system dur-
ing the September quarter of 2009 was increasing,

Graph 2
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rose by 11.5%, following an increase of 2.9% in the
last June quarter. This development was due to the
growth of broad money in the quarter while the pro-
gress on credit still slow.

The growth drives liquid ratio to rise further to 76%
mostly supporting by component of deposits with
other financial institutions abroad, reached 17.5% in
the quarter, while balances with Central Bank and
cash declined by 27.4% and 17.5% respectively. The
liquid ratio then has an expansion growth of 2.3%
following an increase of 4.8% observes in the last
June quarter. These developments caused the actual
liquid requirements held, resulting excess liquidity
rising to 61% from 59.4%.

However, the BPA'’s portfolio investment abroad dur-
ing the third quarter 2009, exclude Petroleum Fund
investment, has a significant reduction, reduced by
53% compare to the last second quarter of 2009.
These downward movements reflecting the BPA
withdrawal to meet government request from financ-
ing its budget expenditure. This security investment
pull the foreign investment to decrease further, then
the International Reserves is affecting, reducing by
50.5% reversing an increase of 140% observe in the
last June 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 27%
compared to 32% declined in the last quarter, a re-
flection of rising in volume of clearing of 13%.

Interest Rate

The commercial banks’ weighted average interest
rate on deposits decreased by 0.3 basis point while
the lending rates decreased by 18 basis points in the
September quarter.

Table 3.
Commercial Banks Deposits and Lending Rates
September_2009
Weighted Average
Deposit Rates
Savings

Time Deposits

Up fo 2 miths 3 to @ mths 8 to 12 mths Cwear 12 mths

1.05 122 1.31

Lendimng rates

Loans + Libor 2 mionths 10.58

Exchange Rate

The USD continues depreciated against the main
trading partner and major trading currencies during
September 2009 quarter. This most likely reflects the
movement out of USD assets portfolio to other cur-
rency. In average, the USD depreciates by 4.7%
against the Euro, 8.8% against the Australian dollar,
Singapore dollar by 2.3%, Indonesian rupiah by
5.3%, and depreciates by 3.8% against the Japa-
nese Yen, while it appreciate against Vietnam VND
by 0.2%.

Exchange Rate

USD per AUD, Euro, & SGD Graph 4

0.96 1.6
—USD/AUD
—e USD/SGD Secondary axis
—s—USD/e
0.87 1.4
0.78 + 1.2
0.69 ”"NV‘NWQM,M““.»«»M* ~™ 10
-

0.60 T T T — 0.8

3/2/2009
311712009

4/1/2009
4/16/2009

5/1/2009
5/16/2009
5/31/2009
6/15/2009
6/30/2009
7/15/2009
7/30/2009
8/14/2009
8/29/2009
9/13/2009
9/28/2009

Exchange Rate
USD per IDR, THB, & VND

24,000
22,000
20,000
18,000
16,000 r r PR
14,000
12,000 - =
10,000
8,000

IDR/USD
VND/USD
—= - THB/USD

Secondary axis 36.0

.J'{M."
1 350

34.0

¢
H

33.0

32.0

31.0

2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009 L

N 9 o o o 4 4 o o o o o

15
30
15
30
14
29
13
28

3/2/2009
3/17/2009
31

4/16

= L = @ =—Z 9 - o = «

5
5
6
6
7
7
8
8
9
9




Volume 07 Issue No. 3 September 2009

IIl. EXTERNAL TRADE

Table 4
TIMOR - LESTE: Trade Statistics Summary
Imports Exports Balance Balance
Month!Year Merchandise | Mon-merch TOTAL Exports re-export TOTAL TOTAL merchandise
(US5000) (US5000) (US5000) (USS5000) (USS00) [USS00) {Ex- Inn merch_)
July-03 18,144 525 18,532 2.231 5.032 7283 -12.405 -15.813
Augest-08 27.181 405 27,559 2,128 3.6509 5837 oz2 -26,033
September-08 20,208 530 20,836 1.845 4 306 8.251 -14 585 -18.2681
3 - 2008 56,511 1,652 66,164 5,304 12,847 19,151 49,013 -50,207
October-038 28,550 B3g 27 488 2,515 4 8577 T.1g2 -20.2885 -24. 135
Mowvemb=r-08 40,122 3,835 43,757 2,100 1.887 3887 -38.720 -35.022
Decemb=r-08 A52FT 1,055 35,332 H33Z aeT 1.500 34,832 -34 T44
G - 2008 102,049 5528 107,577 5,148 7,511 12,659 -84 918 96,901
2st Semester/08 168,560 7,181 175,741 11,452 20,358 31,810 -143,931 -157,108
2008 (Year) 258,429 10,155 268,584 12,899 36,276 49,175 -219,408 -245,530
Jamuary-08 23,389 2427 35,526 G292 2405 3.024 -32.7e2 -32. 770
Februany-05 24 457 Tao 35,257 402 482 871 -34 385 -24 0858
bdarch-02 21,835 202 22,144 312 2,725 3.107 -18.037 -21.823
@1 - 2009 a9 831 3,396 93,227 1,350 5 GB2Z 7.012 -BE,215 -B8 481
SApril-05 24 180 =latal 25,146 321 8522 B 843 -15,303 -Z23 889
hday-05 24 500 nas 25425 == T34 gaz -24 593 -24 402
Jum=-08 25,808 =i 25,8538 135 1.154 1.289 -25.348 -26 674
Q2 - 2009 74,499 2,710 77,209 554 11,410 11,964 -65,245 -73,945
1st Semester/09 164,330 6,106 170,436 1,904 17,072 18,976 -151,460 -162,426
July-0ig 17,548 1,437 18,083 BZ1 1.580 2,411 -18,872 -15.825
Augus-08 i7.088 1,810 18,588 naz 1.05& 2,038 -18.8G0 -15.10G
September-08 18,748 ThE 20,506 1.111 TT3 1.884 -18,822 -18,837
@3 - 2009 54,482 3,805 58287 2,914 3,419 6,333 -51,954 -51 668

Source: National Statistics Department

[Il. 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 during the second
quarter 2009 were US$ 43.475 million against US$
91.200 million of the estimated budget. The main
part of this domestic revenue was collected by
Treasury (88%) and the remainder 12% from self
funded by autonomous agencies. The main sources
of domestic revenue receipts during this second
guarter of 2009 were user fees & charges, which rep-
resented 37.7% of the total domestic revenue. Major
contributions also came from excise duties of 17.5%,
shelf-funded agencies (12%), withholding tax (9.4%),
individual income tax—others (6.4%), and sales tax
and import duty of 5.7% and 5.5% respectively.

Expenditure

Total expenditure up to the second quarter 2009
were US$ 180.729 million, against the estimate of
US$ 680.873 million, as the result the budget execu-
tion rate stay at 29.7%. These expenditure are on
cash basis, however if the rate do include the obliga-
tions and commitments the overall budget execution
would be 52.2%.

Whole of Government expenditure performance by
appropriation categories were; capital and develop-
ment constituted 39%, goods and services 28%,
public transfers 18% minor capital 7%, and Salary
and Wages 8%.

Graph 5
Domestic Revenue - Second Quarter
2009
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IV. DOMESTIC ECONOMY Timor-Leste: Coffee Exportation (Thousand of USD)
In fact, the main Timor-Leste’s domestic production of o Graph 7

export orientation, coffee, during the third quarter
2009 starts to perform an upward development. The
value of coffee export reach more than 400% com-
pare to the last June quarter, but still 50% below the
same quarter of 2008. The total amount of coffee ex-
port reached in the quarter about 2.9 million kg com-
pare to 0.5 million kg observe in June quarter, while it
reached 11.8 million kg in last September 2008 quar-
ter. The bed weather continues creates hard crops as
it could produce last September 2008.

The biggest destination was Germany (38%) followed
by United States of America (21%), and Samoa
(23%). While Portugal, Singapore and Indonesia just
reached 6.4%, 5.8% and 1.7% respectively.

Price Evolution in Dili Table 5

CONSUMER PRICE INDEX
(2001=100)

Index % Change

Group Weights (%) Sept0y/ Jun09/ Septoy/

Sept 08 Jun_09 Sept 09 Jn9 Junt8 Sepd
ALL GROUPS ! 1495 : .
Food 56.7 1550 1492 1516 16 50 22
Alcohol and Tobacco 48 1380 1376 1378 01 23
Clothing and Footwear 89 1651 744 17717 19 60 76
Housing 102 1517 1563 1549 09 81 2
Household Furnishings, Supplies and Services 7.9 1028 1022 1022 00 09 06
Health 42 1513 1481 1481 00 03 -2
Recreation and Education 34 134 121 121 00 02 -1
Transport and Communication 42 1554 1315 1340 19 59 138
Note: this CPI just for Dili

Source: Natlonal Statistics Department

Contribution to annual CPI Inflation

(Percentage points)
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Energy Price and Coffee Table 6
Coffee price, ICO (USD cents/lb) Energy prices (USD)
Crude ol Natural gas,
End of period | Recent |Previous day|| W.T.I Cushing [Nymex Henry Hub,
(barrel) $SmmBtu.
30-Sep-09 114.00 11444  66.71 4.89
31-Aug-09 112.25 11385 7274 3.05
31-Jul-09 115.62 11564  66.94 3.70
30-Jun-09 111.84 11207 7149 4.04
29-May-09 12643 12755  65.08 3.65
30-Apr-09 111.90 11249 5097 3.33
31-Mar-09 110.22 11033  48.41 381
27-Feb-09 109.76 10598 4522 4.08
30-Jan-09 113.53 11307 4144 4.58
31-Dec-08 100.64 101.33]  39.03 5.84

The quarterly inflation rate reported by National
Statistics Department rose by 1.2% in September
quarter of 2009, reversing a negative growth of
0.3% observe in June 2009 quarter.

However the annual inflation rate continues stay at
a negative space, reached -1.2%, from -1.7% ob-
serves in last June quarter. Deceleration in inflation
could be reflected the large impact of decrease in
the price of food of -2.2% - which cereal represents
-11.6% -, and the transport and communication by -
13.8%. These two components looks are the most
influencing items on the CPI level in Timor-Leste,
and as food represent high weighted in the basket
of CPI, small changes will have significant effect.
This phenomenon of deceleration, which contra-
dicts with the trend of money supply, could also be
affected by other factors, such as the maintenance
of the weighted and the basket on the base year
2001, while the current behavior of people’s con-
sumptions might changes.




Timor-Leste Depository Corporations Survey

Millions of US Dollars Table 7
Percentage change
Sep-07 Sep-08 Jun-09 Sep-09 1Qagoe 1Yearago
NET FOREIGN ASSETS 304.526 176529 369,496 2154.135 -23.1 1.6
CLATIMS ON NONRESIDENTS 321,613 215.817 297.858 333.350 -16.2 4.6
LIABILITIES TO NONRESIDENTS -27.787 -41.987 -18.292 -49.246 T3.4 17.32
DOMESTIC CLATINMS -118.560 -38.805 -89.915 53.056 -109.0 -121.0
NET CLAIMS ON CENTEAL GOVEENMENT -I158.203 -136.267 -194.886 -95.1558 -£1.2 -30.2
CLAIMS ON CENTEAL GOVEENMENT 0.779 0453 4.483 £.246 19.3 1080.7
LIABILITIES TO CENTRAL GOVEENMENT -216.051 -136.719 -199.369 -100.501 -49.6 -26.5
CLAIMS ON OTHER SECTORS 106.743 97.762 104.961 103.241 -1.6 2.6
CLAIMS ON OTHER FINANCIAL CORPORATIONS 0.000 0,000 0.000 00040 0.0 0.0
CLAIMS ON STATE AND LOCAL CGOVERNMENT 0.000 0,000 0.000 0,000 0.0 0.0
CLAIMS ON PUBLIC NONFINANCIAL CORPORATIONE 0.000 0.000 0000 0,000 0.0 0.0
CLAIMS ON PRIVATE SECTOR 106.743 97.762 104.961 103.241 -1.6 5.6
BROAD MONEY LIABILITIES 124,019 176.991 204.924 211.042 3.0 19.2
CURRENCY OUTSIDE DEPOSITOREY CORPORATIONS 2.141 2.368 2.405 2.695 12.1 13.8
TRANSFERAEBLE DEFPOSITS 68,513 95,091 95.636 102.734 4.2 5.0
OTHEE DEPOSITS 63.255 79.532 103.854 105.615 1.7 1.8
SECURITIES OTHER THAN SHARES 0.000 0.000 0000 0,000 0.0 0.0
DEPOSITS EXCLUDED FROM BROAD MONEY 0.021 0.029 0048 0056 17.6 95,2
SHARES AND OTHER EQUITY 1.063 6.510 14.147 15.561 12.1 143.6
OTHER ITEMS (NET) £1.163 54,795 60,452 65.260 5.0 19.1
IF5 Wertical Check 0.000 0000 0.000 0000 0.0 0.0
Petroleum Fund Assets (por memdoria) 1817.908 3T38.353 4901.525 5301.568 5.2 41.5
Awtoridade Bancdriag e de Pagamentos de Timor-Leste
Beanking and Pavmerits Authority of Timor-Leste Table 8
An® Bispo Medeiros, P Box 59, Dili, ‘Uimor-Lesee
QUARTERLY SUNMMARY FIMANCIAL STATEMENTS
BALANCE SHEET PROF AMD LOSS
As at 30 September 2009 For the periocd ended 30 September 20089
In thousands of US Dollars In thousands of US Dollars
ASSETS USs Dollars OPERATING PROFIT US Dollars
Cash and cash equivalents 20,878
Inwestments 105,808 Interest incomea 124
Dither assets 5,453 Interest expense 32}
TOTAL ASSETS 133,940 Met imesstrneant income a2
LIABILITIES Fees and commissions 182
Gowaernmant deposits 57,545 Petroleum fund managemeant fee 352
Other deposits A4 ZET Donations & Grants 42
Orther liabilities 9,059 Orther income =]
Currency issued 2. 7868 TOTAL OPERATING INCOME L ]
TOTAL LIABILITIES 113,777
EXPEMNSES
Parsomnnel & capacity bullding expanses 218
EQUITY Currency distribution expenses 116
Capital 20,000 Administration expensas 238
Rasarvas a3 Depreaciation 34 |
Retained eamimgs 70 TOTAL EXPENSES G06
TOTAL EQUITY 20,163
TOTAL LIABILITIES & EQUITY — 133,840 OPERATING PROFIT 70 |
MolesT Al 50 Fephemboy 2000 M Deanss of PEaimsuTs Furd Bcodural Mamaged by e B4 waas 25307, 588 442 This & 10 reooprnas S resoring Aedquirs el urdtar JFAS
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