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I. MONEY AND BANKING 
 
Money Supply 
 
The strong underline rate of monetary expansion in 
Timor-Leste has been seen over the past two years 
with continuous robustness in the second quarter of 
2008. The growth trend has been downward since 
June 2004, but it turn up again in June 2006 which  
got to a peak, at 66.7% growth, in October 2007.  
While the commercial banks interest rate continues 
to be low, the desire of people to save their money 
seems supported by the increase in broad money. 
Broad money grew at an annual rate of 48.2% in 
June. The quarterly base grew at 17% in the same 
month, increase from 3% observed in the first quar-

ter. This trend was driven by a continued upward 
trend in the total narrow money which was overstate 
by the demand deposit, reaching 23.4% in June 
quarter, most consequently of individuals deposits. 
Currency in circulation (centavos) increased some-
what by 2%, reversing a decreased of 5% in the first 
quarter 2008. Quasi money rose by 10.4% following 
an upward of 0.8% in the preceding quarter, mostly 
boosted by time deposits. 
 
Net foreign assets (NFA) continue decreased, re-
ducing by 19.4% compare to March 2008 following 
a decline of 13% observed in the first quarter, as a 
result of a decline in the BPA’s foreign assets, a re-
duction of 46.5%. Thus far, the BPA’s NFA was re-
duced by contraction in the portfolio investment se-
curities assets  resulting in the financing of govern-
ment’s payment requests. At the same time, the 
commercial banks NFA increase by 28.5%, follow-
ing a rise of 13.6% in the last first quarter.  
 
 
Domestic Credit 
 
Domestic credit mostly comprise claims on central 
government (net) and claims on private sector. Net 
claims on central government contains credit and 
liabilities 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 the proceeding 
amount is government deposits or depository corpo-
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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. 
According to table 7, monetary survey, domestic 
credit in the June 2008 quarter increased by 109.2%   
reversing a decrease of 38% in March quarter. This 

was primarily caused by a decline  in government 
deposits which caused net credit to government  to 
decrease by 46%, while the credit to domestic pri-
vate sector has increased by 2.6% compare to 
March 2008 which was declining by 5.8%.  
 
At the same time, table 1 shows a continued upward 
trend in the total credit portfolio to the private sector, 
rising by 4.1% in June 2008 quarter following an 
increased of 5.9% in the previous quarter. This 
means that the credit to private sector either to do-
mestic private sector or it to non-resident sector is 
expanding. 
The major progress of credit by sector during the 
June quarter were the sector of industry and manu-
facturing, agriculture, tourism and service, while rep-
resenting small share of the total credit. Reversing 
with the two consecutive quarter, the recipients of 
the commercial banks’ credit by category,  the agri-
culture, water and forestry sector that had been de-
clined, in this June quarter has risen by about 

37.3%. Fortunately, the trend of credit to Industry 
and manufacturing sector that had been falling since 
December 2005, in the June quarter rose by 39.4%, 
which in March has dropped by 15.6%. Credit to 
tourism and service had an upward  of 27.5%, re-
versing a downward (0.8) in the last quarter.  
The construction, the second large contribution in the 
credit by sector, started to increase again, rising by 
6.6%, reversing a decline of 12.3% in the March 
quarter. This can be related to the government 
budget execution on the capital and development, 
mainly in the construction.  
The trade and finance was the major recipient of 
credit in the last March quarter, it represent about 
11% growth in the June 2008 quarter. While the 
credit to transport and communication continue de-
cline, reducing by 0.2%, following a reduction of 
5.2% in the last quarter.  
Individuals still comprised the largest share of  total 
credit, while reducing by 6.3%, its representing 
37.9% of total credit, followed by construction 
(26.7%) and trade and finance (23%).  
   
 
Total Liquidity 
 
The growth rate of total Liquidity Assets in the bank-
ing system rose by 10.5% in June compare to last 
March 2008, as the result the liquid ratio reached 
58.2%. This was driven by an increase in balances 
with the Central Bank and deposits with other finan-
cial institutions abroad of 16.3% and 12.9% respec-
tively, while cash decreased by 33.6%. The growth 
rate of liquid ratio  reduce by 7.7% following a reduc-
tion of 2.5% observe in the March quarter. Thus far, 
ongoing liquidity has had a substantial impact on ac-
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Clearing activities have been volatile associated with 
the government payments order. The activity shows 
a downward trend in the quarter, declining by 0.5% in 
clearing value, reversing an increase of 2.8% in 
March quarter.   
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tual liquid requirements, resulting excess liquidity 
reached 43.3%.   
The BPA’s portfolio investment, exclude Petroleum 
Fund investment, continue on a downward trend 
since June 2007 and moderated further in June 
2008, declining by  57.4% to approximately US$ 53 
million following a decrease of 37% to US$124.5 mil-
lion in March quarter. This trend reflects the impact 
of BPA’s operational management in anticipating the 
liquidity in cash to meet government payments. The 
downward trend in investment affected the decline in 
International Reserves, reducing by 46% at the end 
of June (excluding Petroleum Fund reserves).   

Exchange Rate 
 
The USD continued to depreciate against Australian 
dollar (4.8%) and Singapore dollar (1.4%) during the 
June 2008 quarter, however it appreciate somewhat 
against the Euro by 0.02. It appreciated by 0.1% and 
6.7% against the Indonesian rupiah and Thailand 
bath respectively, trading at an average of 9.215 
rupiah and 33.5 bath per USD.    

Interest Rate  
 
The commercial banks’ weighted average interest 
rate on deposits has reduced by one basis point in 
the June quarter, while lending rates reducing by 22 
basis points.  
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III. GOVERNMENT FINANCE 
 
The budget for financial year 2008 approved with an 
appropriation of US$ 347.753 million. Total revenue 
receipts for the financial year are estimated at US$ 
27.0 million. The finance was approved in the form of 
drawings from the petroleum fund, amounted to US$ 
294 million, resulting in a budget deficit of US$ 26.7 
million. This deficit is financed by drawdown from 
cash reserve.  
 
Revenue 
Total domestic revenue receipts during the first quar-
ter 2008  were US$ 14.656 million which were 82.6% 
in excess of the revenue estimated at US$ 8.025 mil-
lion or about US$ 6.63 million. The main part of this 
domestic revenue were collected by Treasury 
(46.6%),  and a small part were self funded of 
autonomous agencies, about 7.6% (US$ 2.1 million). 
The main sources of domestic revenue receipts dur-
ing the first quarter 2008 were corporate tax, of US$ 
4.6 million, which represented 36.8% of the total do-
mestic revenue, an increase of 54.5% compared to 
March 2007.  Major contributions also came from  
withholding tax (18.6%), user fees and charges 
(15.4%), and individual income tax (10.1%).   

Expenditure 
Total expenditure during the first quarter was US$ 
112.935 million, against the estimate of US$ 347.753 
million giving an overall budget execution rate of 
32.5%. Suppose that each quarter the Government 
has to execute 25% of total budget, this percentage 
of budget execution is good, it represent 7% higher 
than a quarter budget execution.  
The Expenditure comprised US$ 32.432 million as 
cash payments and US$ 80.503 million as obliga-
tions. Whole of Government expenditure perform-
ance by appropriation category were; capital and de-
velopment 31.12%, minor capital 40.7%, Goods and 
Services 30.0%, Salary and Wages 23.3%, and 
transfer 43.2%.  
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II. EXTERNAL TRADE 
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IV. DOMESTIC ECONOMY 
 
Coffee 
Fortunately, started June 2008 the data for trade has 
been published again by National Statistics Depart-
ment. This positive development recorded an amount 
of coffee export up to June 2008 reached a quantity of 
1.4 million kg. Compare to first six month of 2007  it 
has an increase of almost 200%, but it has a down-
ward of 30% observe from the first half of 2006. The 
biggest destination of this coffee export was to Singa-
pore (62%), Germany (26%) and Portugal of about 
10%. Taiwan also has small demand of coffee pro-
duction from Timor-Leste, was about 2%.  
 
Other products 
There is no other products exported up to June 2008.  
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The quarterly Dili consumer price index (CPI) re-
mained high above 2% since December 2007. In 
June 2008 it was 5.8%, up from 4.2% in the previ-
ous month, against the background of continue rise 
in the oil price and most predominantly by commodi-
ties price as the food contributed about 56.7% to the 
CPI in Timor-Leste.   
 
According to the National Statistics Department, the 
Dili annual inflation rate continued to increase, up to 
11.6% in the June 2008 from 10% in May and 8.6% 
in December 2007. The upward in inflation mainly 
reflected the large impact of increase in the price of 
food of 14.1% (just cereal represent 28.7%)
compared to an increase of 11.2% (cereal 20.2) and 
9.6% (cereal 9.9) in May 2008 and December 2007 
respectively. While housing cost also increased by 
14.5%, transport and communication by 15.6% and 
others such as clothing and footwear by 8.8%, 
health (4.7%), and recreation (3%).  

Price Evolution in Dili Table 5 

Table 6 

Graph 7 

Graph 6 
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Table 7 

Table 8 


