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I. MONEY AND BANKING 
 
Money Supply 
 
The monetary data confirm the signal of annual 
growth rate trend of broad money in the first quarter 
of 2009 to increase further after having decline 
somewhat during a period of time. However the de-
velopment of credit to the private sector, according to 
the table 1, has an indication trend to continue down-
ward in the quarter.  
The development of annual growth rate of broad 
money in the first quarter reflects upgrading both in 
the household and enterprises behavior to save their 
additional income in the banking system although the 

spread of the interest rate is high. Whereas, this 
steady increase of financial sources in the banking 
system still not becomes a priority incentive as as-
sets to the commercial banks in Timor-Leste to ex-
tend much more credit to the private sectors, as the 
non performing loans still in the concern. Therefore, 
the priority for commercial banks is to save the de-
positors assets, though the effort to reduce these 
non performing loans is in the process.   
Therefore, the trend growth rate of broad money 
maintain restraint, monetary expansion in Timor-
Leste remains stronger above 40%. Broad money 
grew at an annual rate of 43.9% in March following 
a growth of 33.1% in December 2008. The quarterly 
growth base of broad money grew at 10.8%, rising 

from 8.1% in December, mainly driven by sav-
ings deposit, standing at 25%, up from 7.8% in 
the last quarter. Time deposit which in the last 
quarter was the main driving of the growth, 
now contributed only 13.4%, down from 
23.3%. Currency in circulation (centavos) has 
supported somewhat to this development, ris-
ing by 4.5% from 3.3% observe in the previous 
quarter, while demand deposit has downward 
growth, grew by only 1%. 
However, net foreign assets (NFA) have de-
creased, in quarterly basis, reducing by 
34.9%, from 42.1% observe in the last quarter, 
reflecting a contraction in both BPA’s and oth-
ers depository corporations’ foreign assets, a 
reduction of 60.4% and 8.3% respectively, re-
versing a growth of 46.2% and 20.7% in the 
last quarter.    
The BPA’s foreign assets was dropping mostly 
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by BPA’s portfolio investment securities abroad, re-
ducing by 73.7%, reversing an increase of 42% in 
the last quarter, while deposits has plummet by 
61.3%, in contrast with a growth of 294.2% observe 
in the last December 2008 quarter. These move-
ments, whether in deposit or portfolio investment, 
has reflected BPA’s financial management in rela-
tion to the government’s demand to finance its ex-
penditure. Further, the commercial banks’ foreign 
assets were driven mostly by holding of foreign cur-
rency and other deposits abroad, down by 33% and 
21.3% respectively, while the transferable deposit 
abroad has climbed by 160.5%.  
 
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. There is no credit 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 government deposits or depository corpo-
ration liabilities to the central government. Simulta-
neously, 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. 
Domestic credit, according to table 7 monetary sur-
vey, has decreased in March 2009 quarter by 
120.8%. This was primarily due to drop in the gov-

ernment deposits of 60.1% while claim to govern-
ment decline by 33.3% which caused net credit to 
government to reduce by 61.5%.  In turn, the credit 
to domestic private sector rose by 12%.   
Conversely, table 1 shows a sluggish downward in 
the total credit portfolio to the private sector, declin-
ing by 2.6%, following a decline of 6.4% in the previ-
ous quarter. The slowing down in the credit growth 
reflecting both continues concern of commercial 
banks on high non performing loans and the course 
of government first quarter 2009 budget execution.  
 
Construction, one of the major sectors that are more 
related to the government action plan, was the major 
shrink of credit by sector during March - representing 
the fourth largest share of the credit in the March 
quarter - plummets by 18.6%. As the government 
new budget execution on the capital development 
still in the process, the credit to the construction sec-
tor is affected. Individual, the sector that also contrib-
uted to this decline, was reducing by 7.2%.   
Fortunately most of the recipients of credit by sectors 
were growing. The agriculture, water and forestry 
sector was rising by 38.2%, although in December 
quarter fell by 32.3%. Tourism and service, the sec-
ond largest share of the credit by sector—
representing 17.6% of total credit—, rose by 18.6%, 
reversing a decrease of 33.4% in the last quarter. 
Trade and finance grew by 18.3%, while transport 
and communication, and industry and manufacturing 
rose by 6.7% and 2.6% respectively. The positive 
growth rate of credit to sector of trade and finance, 
and tourism and services could be reflected high in-
crease in the import of goods and the intention to at-
tract more tourism sector in Timor-Leste.   
 
Total Liquidity 
 
The total Liquidity Assets in the banking system was 
decreasing during the March quarter, down by 10%, 
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Clearing activities continue to increased while mod-
erated during the first quarter 2009 since the govern-
ment expenditure for the new budget is in the proc-
ess of execution therefore affecting the payments 
order and the clearing. The value of clearing there-
fore rising just by 2.3% compared to 42% increase in 
the last December quarter, a reflection of decline in 
the volume of clearing of 6.4%.   
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reversing an increase of 25.9% in the last December 
2008 quarter. This development drives the liquid ratio 
to plummet to 70%. Although the ratio still high, the 
sign to use the liquid assets by the commercial 
banks to pump the economy has been emerged, re-
flecting by increase in loans to most of the sector of 
the economy —though the NPL still in the concern—, 
while there was decline in total, however, that was 
the contribution of the construction sector.  
All of the liquid assets were decline, cash reduced by 
33.4% followed by balances with the Central Bank 
and deposits with other financial institutions abroad 
of 23.8% and 6.6% respectively. The liquid ratio then 
has a contraction growth of 6.2% reversing an in-
crease of 7.9% observes in the December 2008 
quarter. These developments caused the actual liq-
uid requirements held, resulting excess liquidity de-
clining to 55.9% from 60.6%.  
In fact, these movement affecting he BPA’s portfolio 
investment abroad in March 2009, exclude Petro-
leum Fund investment, to decline, reducing by 73.7% 
compare to 42.1% rose in the last December 2008. 
In addition, the downward movement in the govern-
ment deposits with the BPA, reflecting the govern-
ment withdrawal from its account held in the BPA to 
finance the expenditure, was much more contributed 
to this decline. As the foreign investment decline, the 
International Reserves is affecting, reducing by 60.4, 
reversing an increase of 46.2% in last December 
2008 quarter.  

Exchange Rate 
 
The USD continues to appreciate against the main 
trading partner during the March 2009 quarter, while 
at the end of March had some sign of depreciation 
which in average given the USD appreciation just 1% 
against the Euro, 1.1% against the Australian dollar, 
Singapore dollar by 1.8%, and against the Indone-
sian rupiah by 6.7%. While it was depreciate against 
the Japanese Yen of 2.7%.     

Interest Rate  
 
The commercial banks’ weighted average interest 
rate on deposits and lending rates has increased by 
1 basis points in the March quarter respectively.   
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III. GOVERNMENT FINANCE 
 
The revised budget approved for FY 2008 was US$ 
788.312 million, with the domestic non-petroleum 
revenue of US$ 86.700 million, resulting in a budget 
deficit of US$ 701.612. The revised finance was ap-
proved by Parliament to withdraw from the petroleum 
fund, to finance this budget deficit, amounted to US$ 
686.8 million, the reminder of US$ 14.812 million is 
financed by drawdown from cash reserve. Taking 
into account the decision of the Court of Appeal to 
not transfer an amount exceeding US$ 396, the final 
budget was approved of US$ 601,513.  
 
Revenue 
Total domestic revenue receipts during the fourth 
quarter 2008 were US$ 69.658 million against US$ 
86.700 million of the final budget. The main part of 
this domestic revenue was collected by Treasury 
(88.7%) and the remainder 11.3% from self funded 
by autonomous agencies. The main sources of do-
mestic revenue receipts during the fourth quarter 
2008 were user fees & charges, which represented 
31.3% of the total domestic revenue. Major contribu-
tions also came from shelf-funded agencies (11.3%), 
withholding tax (11.2%), indirect tax (10.5%) and cor-
porate tax (9.3%).   

Expenditure 
Total expenditure, include economic stabilization 
fund (ESF), up to the fourth quarter 2008 was US$ 
479.890 million, against the estimate of US$ 601.513 
million, as the result the overall budget execution 
rate stay at 79.7%. Exclude ESF the overall budget 
execution rate was 77.7%. These expenditure are on 
cash basis and do not include any obligations and 
commitments.  
Whole of Government expenditure performance by 
appropriation categories were; capital and develop-
ment constituted 21%, minor capital 10%, Goods and 
Services 37%, Salary and Wages 12%, and public 
transfers 20%.  
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II. EXTERNAL TRADE 
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IV. DOMESTIC ECONOMY 
 
Coffee 
Coffee, the main Timor-Leste production of export ori-
entation, has a downward development during the first 
quarter of 2009, declined by 75% compare to last De-
cember 2008 quarter, with the total amount exported 
of 1.5 million kg compare to 6.4 million kg achieved in 
the December. The progress reflecting the seasonal 
factor in the coffee harvests.  
There are several biggest destination of this coffee 
export. In the March 2009 quarter the biggest destina-
tion was the Germany (39.7%) followed by United 
States of America (23.4%) and Singapore by 22.7%. 
While Indonesia and British Indian Ocean Territory 
just reached 7.8% and 6.3% respectively.   
  

Volume 07 Issue No. 1 March 2009 

The quarterly Dili consumer price index (CPI) con-
tinue to  decline in the March 2009 quarter, falling 
by -0.1% compare to a downward of -1.9% in the 
December 2008 . The slowdown in the inflation still 
reflects moderation in commodity price and mostly 
the reduction in the global price of energy which 
affected price level in Timor-Leste to further re-
duce. The transportation cost in the CPI then was 
reducing by -6.2%, followed by -10% turned down 
in the last December.  
According to the National Statistics Department, 
the Dili annual inflation rate was slowing down, re-
ducing by 4.2%, down from 7.5% in December 
2008 quarter. The downward in inflation reflected 
the large impact of decrease in the price of food of 
5% - cereal represents 7.1%, – down from 8.8% in 
December 2008.  While transport and communica-
tion has slowed down by -5.9% reflected the trend 
of decline in the global crude oil.  Others category 
in the CPI, in average, has decreased by 1.6% 
compared to 2.5% observe in the last quarter. 

Price Evolution in Dili Table 5 

Table 6 

Graph 6 

Graph 7 
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Table 8 


