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 of June 2009 quarter con-
firm the decline of annual growth rate of broad
money, however cannot be fully explain the slow-
down in the inflation rate in the quarter. Further, this
phenomenon does not reflect the effect of the finan-
cial crisis, as financial system in Timor-Leste has
been isolated from the world financial crisis. In fact
the most supported for this shift in the broad money
was the most liquid component, the transferable de-
posit.

This development on some part can be reflected the

Chart 1 Broad Money Growth
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movement in the counterpart, as there is some
small sign of increasing in the loans to private sector
within the quarter.

While there is no significant loans growth and due to
Timor-Leste is a dollarize economy the effect of
monetary phenomenon in to the inflation is hard to
predict, therefore the decline in the broad money in
turn the slightly increase in the loans to private sec-
tor cannot be wholly reflected the slowdown in the
inflation in the quarter.

The annual growth rate of broad money has a trend
to moderate further while in the last quarter show
some sign of increasing. Hence, the monetary ex-
pansion in Timor-Leste during the June quarter

grew at 18%, down from 43.9% in the first
quarter of 2009 and 34.1% in the fourth quar-
ter of 2008. The quarterly growth base of
broad money grew at —4%, down from 10.8%
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in the last first quarter of 2009, mainly driven
by time deposits, standing at —13.7%, from
13.9% in the last quarter. Saving deposits
which in the last quarter was the main driving
of increased in the growth, now declining by —
1.6%, down from 25.3%. Currency in circula-
tion (centavos) has supported somewhat to
this development, reducing by -6.3% from
4.5% observe in the previous quarter, while
the demand deposit has a downward growth of
0.4%.

However, net foreign assets (NFA) have in-
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creased, in quarterly basis, rising by 44.6, from
a reduction of 34.9% observe in the last first
guarter, reflecting an expansion mostly by the
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BPA's foreign assets, an increase of 139.5%, which
in the last quarter were reducing by 60.4% How-
ever, the others depository corporations’ foreign as-
sets has a contribution growth of 2.3%, reversing a
downward growth of 8.3% occurred in the last first
quarter.

Yet, the BPA's foreign assets was rising mostly by
BPA'’s portfolio investment securities abroad, grew
by 321.7%, up from a negative growth of 73.7% in
the last quarter, while other claims such as transfer-
able deposits, other deposits and cash reserves,
had fallen.

This movement of the portfolio investment has re-
flected the demand of Government to withdraw and
transfer from the Petroleum Fund account to, - its
account held at the BPA -, finance the budget. The
BPA'’s portfolio investment securities increase as
the incoming fund is invested at the security. Fur-

Table 1
Commercial Bank Outstanding Credit to Private Sector

(in thousand USD)

Issue No. 2

Sector s ﬁg:ae Mar ;:I;:E (%)
Mar June |2009

Agriculiure, Water and Forestry LR 383 18.0 04
Industry and manufactoring 1.683 1818 14 1.8
Construction 12,238 12,480 20 118
Transport & Comuncation 2,138 2078 28 20
Trade and Finance 12437 13,387 T 12
Tourism and Service 14 B52 14,812 1.4 14
Individuals bB.532 5R7T 2.0 il
Total 102,522 | 104,804 22 100.0

ther, the commercial banks’ foreign assets were
driven mostly by transferable deposit abroad, rising
by 60.9%, and foreign currency (5.5%), while other
deposits declined by 13%.

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

June 2009

means that all corresponding amount is government
deposits or depository corporation liabilities to the
central government. Simultaneously, claims on the
private sector consist of credit to the domestic private
sector. If there is credit to the non-resident it will be
recorded on claims to non-resident under NFA.

Therefore, the domestic credit in June quarter of
2009, according to table 7 monetary survey, de-
creased by -441%, meaning that the liabilities of BPA
to central government are increasing. As the govern-
ment deposits increased on one side and the claims
to government decline on other side, the net credit to
government rise further, grew by 120.6%. The de-
cline in the domestic credit also was driving by down-
ward growth in the credit to domestic private sector,
reduced by 8% in the June quarter.

Conversely, table 1 shows a slow upward in the total
credit portfolio to the private sector in the quarter,
rising by 2.2%, reversing a decline of 2.6% in the
previous quarter. While the commercial banks still
concern on high non performing loans, however the
process for reducing that risk in the future is going
on, the signal of growth trend, while small, is
emerged.

Fortunately most of the beneficiaries of credit by sec-
tors were growing. The agriculture, water and for-
estry sectors were rising by 18%, following the in-
creased of 38.2% in the first quarter of 2009. Trade
and finance grew by 7.7%, declined from 18.3% in
the previous quarter. Individual, the largest share of
the credit by sector, and construction rose by 2% re-
spectively, while industry and manufacturing by
1.4%. However, transport and communication, and
tourism and services, are the two sectors that were
declined in the quarter, reducing by 2.9% and 0.9%
respectively.

Total Liquidity
The total Liquidity Assets in the banking system dur-

Graph 2
BPA's Investment
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ing the June quarter of 2009 was increasing, rose by
2.9%, reversing a decrease of 10% in the last March
guarter. This progress on some part could be related
to the decline in the broad money.

The growth drives liquid ratio to rise further to 74%,
supporting by all component of liquid assets, of
which balances with the Central Bank rose by 10.6%
followed by cash and deposits with other financial
institutions abroad of 5% and 2% respectively. The
liquid ratio then has an expansion growth of 4.8%
reversing a decrease of 6.2% observes in the last
March quarter. These developments caused the ac-
tual liquid requirements held, resulting excess liquid-
ity rising to 59.4 from 55.9%.

However, the BPA'’s portfolio investment abroad dur-
ing the second quarter 2009, exclude Petroleum
Fund investment, has a significant expansion, rose
by 322% compare to the last first quarter of 2009.
These upward movements reflecting the government
withdrawal from the PF account, to finance its budget
expenditure. Consequently, this transference from
the PF account to the government accounts held at
the BPA expands its deposits with the BPA.

This security investment push the foreign investment
to increase further, then the International Reserves is
affecting, rising by 140% reversing a decrease of
60.4 in the last March 2009 quarter.

Graph 3.
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Clearing activities in the quarter showing a down-
ward development, declining sharply compare to the
last quarter. This mostly was due to the reduction in
the small number of government payment order with
its customer. The value of clearing then reduce by
32% compared to 2.3% increase in the last quarter, a
reflection of decline in volume of clearing of 6.4%.

Interest Rate

The commercial banks’ weighted average interest
rate on deposits has decreased by 2.6 basis point
while the lending rates has decreased by 44.7 basis
points in the June quarter.

Table 3.
Commercial Banks Deposits and Lending Rates
June_2009

Weighted Average

Deposit Rates
Savings Time Deposits
Up to 3 mths 3 to 6 mths 6 to 12 mths Over 12 mths

0.75 0.83 1.06 1.23 1.32

Lending rates

Loans + Libor 3 months 11.06

Exchange Rate

The USD has been depreciated against the main
trading partner during June 2009 quarter. In average,
the USD depreciates by 4.3% against the Euro,
12.5% against the Australian dollar, Singapore dollar
by 2.6%, and against the Indonesian rupiah by 9%.
While it appreciated against the Japanese Yen and
Vietnam VND by 4% and 1.3% respectively.

Exchange Rate
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II. EXTERNAL TRADE

Issue No. 2

June 2009

Tahle 4
TIMOR - LESTE: Trade Statistics Summany
Imprts Exporis Balance Ealancs
Morth Y ear Marchandiss| Hon-manczh TOTAL Expaorts re-sxport TOTAL TOTAL merchandiss
[LIS5000) (US5000) (USS000) USS0007] (USS000) [LESS000) [Ex- Im merch.)
ApriHIE 13,474 280 3,784 244 1, TES 11,555 EERES]
Many-08 14,073 487 14,560 128 3,278 11,284 RETEH
June-18 0,74 =02 21,256 ] 2,023 15,233 <20, FED
o2 - 2008 45,30 1,248 48,660 EET 7,088 AZ AST AT 4D
12t Semasterioa &3,563 2,574 92,843 1.447 17,365 TS5 47T -88,422
Juhy-08 15,144 £3s 159,565 2,231 7,263 -1Z, 4108 RETETE]
ALngLess-0E =7 81 458 7,655 z 128 5,637 -EF OEE -IE,JE3
September-05 0, 1 E30 20,836 1,545 E,25% -14, 555 -18,261
o3 - 2008 S8 E11 1,853 88,184 B304 8,151 LT LR -BOBOT
October-08 25,550 83a 27,488 2,515 7,152 -EH, 25 24,135
savember-0e 40,122 3,635 43,757 =[] 3,567 -2E, TS0 T ]
Decembear-08 35 37T 1,058 35,332 533 SO0 -34, 5332 -34 744
Q4 - 2008 182,049 §,628 107,677 E.14E 12,858 84,818 EEB0
28t Semasterion 1&8, 560 7181 175,741 11452 31,810 -143,931 =157, 10&
2008 [Wear) 258,423 10,135 268,584 12833 43,175 =215, 408 =24.5,530
January-0E EE 2,437 35, HIE E] 3,034 -EI,TEI -EZTTD
Feoruary-08 34, 457 TED 35,257 408 a7 -3, TEE -34 058
Plarch-0s 21,535 205 22,188 £ 3,107 15,0037 <2153
ail - e 8,831 4,384 638,227 1,560 7042 EE21E SEE LB
Aprl-0S 24,150 s5e 35,186 2 5,843 15,3003 =T ]
A iy 24,500 15 25,425 EE] gaz 24,553 -B4 402
June-0F IS S0E 228 25,638 135 1,285 -IE 345 -ZEETL
Qg - IaE T4 499 2,740 7T, 208 EEL 11,884 SEE ZAE STEBLE
181 Semaateriia 184,530 &, 106 AT0. 456 1304 18,378 =131, 480 -1E2, 428

Sowurce: 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 first quar-
ter 2009 were US$ 23.220 million against US$
91.200 million of the estimated budget. The main
part of this domestic revenue was collected by
Treasury (89.02%) and the remainder 10.98% from
self funded by autonomous agencies. The main
sources of domestic revenue receipts during the first
guarter 2009 were user fees & charges, which repre-
sented 38.2% of the total domestic revenue. Major
contributions also came from excise duties of 20.4,
shelf-funded agencies (11%), individual income tax
(9.4%), and sales tax and import duty of 6% respec-
tively.

Expenditure

Total expenditure up to the first quarter 2009 were
US$ 76.630 million, against the estimate of US$
680.873 million, as the result the budget execution
rate stay at 11.3%. These expenditure are on cash
basis, however if the rate do include the obligations
and commitments the overall budget execution would
be 56.9%.

Whole of Government expenditure performance by
appropriation categories were; capital and develop-
ment constituted 45%, goods and services 22%,
public transfers 20% minor capital 8%, and Salary
and Wages 5%.

Graph 5
Domestic Revenue - First Quarter
2009
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IV. DOMESTIC ECONOMY Timor-Leste: Coffee Exportation (Thousand of USD)
Coffee production in Timor-Leste during the second e Graph 7
guarter 2009 continues to perform a downward devel- 2500
opment. This main non oil production with the export
orientation has declined sharply by 66% compare to 2,000
last March 2009 quarter and by 49% compare to the -
same quarter of 2008. The total amount of coffee ex- '
port reached in the quarter just about 0.5 million kg, 1,000
which in June 2008 was 1.0 million kg. The bed l
weather in the year creates hard crops as it could pro- 500 ' l l
duce last June 2008. - -'-' ll'-
The coffee was export to several countries of destina- 228383z 6838 R EEEEEEE
tions. The biggest was Germany (32%) followed by s 82 2233 23858 58 8 0% 2
United States of America (27%), British Indian Ocean
Territory (19%), and Indonesia of 14%. While Singa-  Energy Price and Coffee Table 6
pore and Australia of 5% and 2% respectively.
Coffee price, ICO (USD cents/lb) Energy prices (USD)
Price Evolution in Dili Table 5 Crude oil, Natural gas,
End of period | Recent |Previous day|l W.T.I Cushing |Nymex Henry Hub,
CONSUMER PRICE INDEX (barrel) $mmBtu.
(2001=100) 30-Jun-08 111.84 11207 7149 4.04
Index %4 Change 29-May-08| 12843 12755  65.08 365
Group Weights (%) Jun0y/ Mar0®/  Jun0y/ 30-Apr-08 111.90 11249 50.97 3.33
one 08 Mar 08 6.9 oy ats unoe 3Mar08|  11022] 11033 4841 381
ALL GROUPS 1486 1 ) -, 27-Feb-08 109.76 105.98 4522 4.08
Food 56.7 1546 1500 1492 05 50 35 30-Jan-08 113.53 113.07 4144 458
Alcohol and Tobacco 48 140 1378 1976 01 23 27 31-Dec-08 100.64 101.33 39.03 584
Clothing and Footwear 89 1614 1725 1744 11 60 8 97-Nov-08 108.67 10715 54.44 6.88
Housing 10.2 1521 1567 1%63 03 81 28 31-0ct-08 104.22 101.89 6596 643
Household Furnishings, Supplies and Services 7.9 1034 1021 1022 01 09 09 30-Sep-08 124,88 126161 9637 721
Health 42 1903 1491 1481 07 03 15
Recreation and Education 34 134 1127 1121 05 02 -1
Transport and Communication 42 1508 1312 135 02 59 -128 The quarterly inflation rate reported by the National
Statistics Department decline by -0.3% in the June
Not:this P jut for il quarter of 2009, followed by a -0.1% observe in

Source: National Statistics Department

Contribution to annual CPI Inflation
(Percentage points)
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30
—- All group
25 | —mFood
20 Housing
—==Transport and Communication
15 | ——0Others ] i
10 | as o 7 - i
* =
-5
-10
-15

Jun-07
Aug-07
Oct-07
Dec-07
Feb-08
Apr-08
Jun-08
Aug-08
Oct-08
Dec-08
Feb-09
Apr-09
Jun-09

March 2009 quarter. The slowdown in the inflation
reflects the moderation in commodity price of food,
housing and others, while the transportation cost
has rising as the global price of energy rose again,
however this phenomena does not immediately af-
fected price level in the quarter.

According to the National Statistics Department,
the Dili annual inflation rate was slowing down
sharply, reached -1.7% from 4.2% in March quar-
ter. It was about two digits at the last June quarter
of 2008 (11.6%).The slowdown in inflation reflected
the large impact of decrease in the price of food of -
3.5% - which cereal represents -13.2% -, and the
transport and communication by -12.8%. While
housing and others category in the CPI, in average,
has slowing down by 2.8% and 1.5% respectively.



Timor-Leste Monetary Survey

Millions of US Dollars Table 7
Percentage change
Jun-07 Jun-08 Mar-09 Jun-09 1Qage 1 Yearago
NET FOREIGN ASSETS 338.16%9 212.612 185,547 368,496 44.6 6.0
CLAIMS ON NONEESIDENTS 361415 267.765 277.037 397.588 43.6 48.6
LIABILITIES TO NONRESIDENTS -24.247 -45.183 -21.490 -18.392 311 -37.1
DOMESTIC CLAIMS -173.3207 6.713 26.371 -89.925 -441.0 -1439.6
NET CLAIMS ON CENTRAL GOVERNMENT -2TEETS -90.450 -88.357 -194.586 120.6 115.4
CLAIMS ON CENTRAL GOVERNMENT 0.232 0.004 T.I87 4.483 -42.1 122587.5
LIABILITIES TO CENTRAL GOVERENMENT -2T6.906 -90.463 -96.114 -199.369 107.4 120.4
CLATIMS ON OTHER SECTOERES 103.368 97.172 114.728 104.961 -5.5 5.0
CLAIMS ON OTHER FINANCIAL CORPORATIONS 0.000 0.000 0.000 0.000 0.0 0.0
CLAIMS ON STATE AND LOCAL COVERNMENT 0.000 0.000 0.000 0.000 0.0 0.0
CLAIMS ON PUBLIC NONFINANCIAL CORPORATION: 0.000 0.000 0.000 0.000 0.0 0.0
CLAIMS ON PRIVATE SECTOR 103,268 97.172 114.728 104.961 -8.5 8.0
BROAD MONEY LIABILITIES 117.171 173.615 113.460 204.924 -4.0 18.0
CURRENCY OUTSIDE DEPOSITORY CORPORATIONS 1.994 2.202 2.565 1.405 -6.3 9.2
TRANSFERABLE DEPOSITS £9.158 95,452 102.515 98.636 -4.1 3.3
OTHER DEPOSITS £5.989 75.931 108,050 103.554 -3.9 6.8
SECURITIES OTHEER THAN SHARES 0.000 0.000 0.000 0.000 0.0 0.0
DEPOSITS EXCLUDED FROM BROAD MONEY 0.019 0.027 0.039 0.048 1.8 79.2
SHARES AND OTHER EQUITY -0.083 3.374 11.489 14.147 131 319.2
OTHER ITEMS (NET) 47,758 £1.310 £6.930 60,452 6.2 15.6
IFS WVertical Check 0.000 0.000 0000 0,000 0.0 0.0
Petroleum Fund Assets (por memoria) 1394.223 3203.073 4T750.824 4901.525 3.2 £3.0
. i!]l"{.l.l'.f_l'.ll‘o'lr.rlr 2 Jr_{._l'_Ji_l XTI e r.'rt' _Ir r."l,"-'f!'lf'l’.'."f)'i e ; ]rrxu—f.t'_-l"r'
Afaardinner cared Doverrcriey erebierrsiy ot fiaanias=d oesie Table 8
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QUASRTERLY SUMMARY FIMANCIAL STATEMENTS

) i L) LKy
As at 30 Juna 2009 Far the period ended 30 June 2009
ASSETS uUs Dollars OFERATING PROFIT US Dallars
Casyand cash equvalsnts 39,042 245
Inwestments 185,582,100 Interest income 1,388,882
Oher asseis — 55'14 B10 interest ezparss 306.953]1
TOTAL ASSETE _ 222,139,158 Met investmeant incarme T.08° 923

Feas and comimissions 568,198
LIABILITIES Peraleum fund menagemen fec T A54 96D
Governmenl deposis 156 220 538 Bomations & Grans 42 000
Oher deposiis 32.463,8923 Criber noorme 24 245]
Otar liabilities 7 TR 22 TOTAL OFERATIMNG INCOKME 3,022 338
Currercy isseed 2564112
TOTAL LIABILUTIES 201,988,795

EXPENSES

Pesannael & canscity bullging ex>enses 919, 148
EQUITY Currency distnbuton sxpenses A50 415
Capital 20,000 D0C AdmMINISrElor expanses 1,452 935
Reszrves 134 890= Depreciaton 145375 |
Retained earnings 15,460 TOTAL EXPEMSES 3006 8T8
TOTAL EQUITY 20,150,363
TOTAL LIABILUTIES & EQUITY 222 139 156 GFERATING PROFIT 16,4960
Wik A8 S ann S0 1Re Do ol SErnheLE Funl Soonen? MEraned iy 1S BFA aas 24081 504 8FS THas 15 10 oo givss FAe srmeana [ e LT e ek SRS
~ha Sumiary SR A S A 1 Rocsrimce wAlll ctinn 653 of RogulLomECO 0 a0 Mave baen prepared an an acenal Essis frem e Tmassal ieenns of 3P0 28 8t 50
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