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
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I. MONEY AND BANKING

Money Supply

The underline rate of monetary expansion in Timor-
Leste remained robust in the March 2008 quarter,
supported by continued, while slight, increase in
broad money. The growth rate of broad money rose
by 3% to $148.3 million in the March, following an
increase of 7.2% to $144 million in December 2007.
This was driven by a continued upward trend in the
total narrow money which overstate by the demand
deposit. Meanwhile, currency in circulation
(centavos) decreased by 5% to $2.1 million as the
consequence of augment in re-deposit of centavos
from circulation to the banks and thus at the BPA.
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Quasi money rose by 0.8% in the quarter to $68.8
million from 68.2 million in the preceding quarter,
boosted by saving deposits.

Net foreign assets (NFA) decreased during the
March quarter by 13% to $276 million as a result of
a decline in the BPA'’s foreign assets, a reduction of
23%. Thus far, the BPA’s NFA was reduced by con-
traction the portfolio investment securities assets
resulting the financing of government’'s payment re-
quests. Conversely, there was an increase in the
commercial banks’ NFA, a rise of 13.6%, as the ef-
fect of continuous endeavor to place deposits
abroad.

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-
ration liabilities to 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 record on claims
to non-resident under NFA.




According to table 7, monetary survey, domestic
credit in the March 2008 quarter reduced by 38%
following a decrease of 1.8% in December 2007
guarter. This was primarily caused by a decline in
government deposits which caused net credit to
government to decrease to -$168. Meanwhile the
trend of credit to domestic private sector continued
to decrease since the additional condition of civil

Table 1
Commercial Bank Qutstanding Credit to Private Sector
(inthousand U3D)

007 2008 Change from
Sector December

March | December| March 2000

March
Share (%)

Agricutture Water and Foresfry B 141 121 184 11
Industry and manufactaring 1908 1958 1652 156 16
Construction 096 N6 et 123 | 260
Transportasi & Comuncation QU1 1959 1858 52 17
Trade and Finance 1548 130%] 22943 760 pilli
Tourism and Service e 622 6200 08 b9
Individuals 100 4019 44736| 15 41
Total 95,852 100346 106311| 59 1000

unrest contributed to significant increase in non per-
forming loans and the completion of past due loans
and provision for loan losses, meant a reduction of
the quality of credit portfolio.

Conversely, table 1 shows a continued increase in
the total credit portfolio to the private sector, rising
by 5.9% in the March quarter, which was concen-
trated on the trade and finance sector related to the
import of goods and service, including government
policy on importing rice.

Following with the December quarter 2007, the re-
cipients of the commercial banks’ credit by category,
the agriculture, water and forestry sector continue
the most decrease in receiving credit, reducing by
18.4%, which in the December quarter had fallen by
28%. The credit to Industry and manufacturing sec-
tor fell by 15.6%, reversing with the December
guarter that had shown an increased of 4.5%. Credit
to construction sector, one of the main sectors that
expected to receive more credit as a result of the

increased the government budget, in fact decreased,
reducing by 12.3% followed a decrease of 8.1% in
the December 2007 quarter. The major recipient of
credit in this quarter by category (changes as shown
in table 1) was trade and finance (76%) which in the
December 2007 quarter decreased by 8.9% and con-
tributed 13%, while in this quarter it has contributed
more than 21%. Tourism and service was the major
recipient of credit in the last quarter (8.2%), in this
quarter reducing by 0.8%. Industry and manufactur-
ing reduced by 15.6% followed by transport and
communication with 5.2%. Individuals still comprised
the largest share of total credit in the March quarter,
rising by 1.5%, representing 42.1% of total credit,
followed by construction (26%) and trade and finance
(21.6%).

Total Liquidity

The growth rate of total Liquidity in the banking sys-
tem moderated slightly in March, but remained ro-
bust, rising by 63.3% to about $132.5 million, com-
pared to the December quarter, down by 2.5%. This
was driven by a reduction in balances with the Cen-
tral Bank of 10.9%. While cash and deposits with
other financial institutions abroad decreased by
12.3% and 0.8% respectively to $7.9 and $109.9 mil-
lion. Thus far, ongoing liquidity has had a substantial
impact on actual liquid requirements, making excess
liquidity reach 48%.

The BPA's portfolio investment, exclude Petroleum
Fund investment, has been on a downward trend
since June 2007 and moderated further in March




2008, declining by 37% to $124.5 million following a
slight decrease of 3% to $198 million in December
guarter. This trend reflects the impact of BPA’s op-
erational management in anticipating the liquidity in
cash to meet government payments. The downward
trend in investment affected the decline in Interna-
tional Reserves, decreasing by 23% to $177 million
at the end of March (excluding the Petroleum Fund
reserves), following a decrease of 2.3% to the end of
December 2007.
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Clearing activities have been volatile associated with
the government payments order, but shows an up-
ward trend. This has increased somewhat during the
March quarter, raising by 2.2% to $49 million, revers-
ing a decrease of 6.8% to $47.7 million in December
2007 quarter.

Interest Rate

The commercial banks’ weighted average interest
rate on deposits has not changed, while there was a
decrease in lending rates, reducing by 15.4 basis
points to 12.66%.

Table 3.
Commercial Banks Deposits and Lending Rates
March_2008

Weighted Average
Deposit Rates
Savings Time Deposits
Upto 3 mths 3 to 6 mths 6 to 12 mths Ower 12 mths

0.75 079 1.03 1.18 1.29

Lending rates

Loans + Libor 6 months 12.66

CLEARING AND BAD CHECKS Table 2.
Dec 06 1H 07 2H 07 1Q_08
1. Clearing Transactions
a. Value of Cheques presented (thousands of USD)
- Total 13247 29175 30609 13846
- Average per day 689 1418 1481 658
b. Number of Cheques presented (volume)
- Total 3287 6630 6810 3487
- Average per day 17 3 330 166
¢. Value of Notes presented (thousand of USD)
-Total 21010 56639 69,182 35,157
-Average per day 1100 2758 3350 1670
d. Number of Notes presented (volume)
-Total 2029 5034 5365 2550
-Average per day 106 244 260 122
2. Bad Checks & Notes returned
a. Value Checks ( in thousand) 101 201 246 69
b. Value Notes ( In thousand) 100 521 647 187
Total Clearing Value 4257 85814 99,791 49,002
Total Clearing Volume 5316 5521 6137 6037

Exchange Rate

The USD continued to depreciate against other ma-
jor currencies. It depreciated by 6.8% against the
Euro during March 2008 quarter, trading at an aver-
age of $0.6334 per USD and against the AUD by
4.2%. The USD also depreciated against the Indo-
nesian rupiah but it appreciated by 4.6% against the
THB.
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II. EXTERNAL TRADE

Table 4

Issue No. 1

March 2008

TIMOR - LESTE: Trade Statistics Summary (See note below)

Imports Exports Balance Balance
MonthMear Merchandise MNon-merch TOTAL Exports re-export TOTAL TOTAL merchandise
(USS000) (USS0D00) (USS000) {USS000) (USS000) (USS000) {Ex- Im merch_})
2006 ear 87,693 13,106 100,803 8,444 52,241 60,686 -40,117 -79,249
January-07 16,326 TE4 17,088 486 2,538 3,022 -14,068 -15.838
February-07 9,779 2,048 11,826 1,257 4 295 5,552 5,274 -8,522
fMarch-07 11,491 2,192 13,683 317 5,221 5,528 -8,146 -11.174
o1 - 2007 37,596 5,004 42,598 2,080 12,052 14,442 (28,486) (35.534)
April-07 17,201 171 17,371 48 121 169 -17,202 -17,152
May-07 19,644 935 20,581 B 404 410 -20,171 -19,640
June-07 15,4588 1,378 16,871 1 2,385 2,386 -14 485 -15.492
2 - 2007 52,333 2,484 54,823 55 2,910 2,965 (51,858) (52.284)
1st Semester/07 89,929 3,248 71,911 541 5,446 5,987 -655,924 -68,122
July-07 16,547 2,692 19,242 74 4 467 4,541 -14,701 -16.476
August-07 14,088 2,728 16,816 2,001 2,234 4,238 -12,580 -12.086
September-07 11,680 1,258 12,938 1,762 4,872 6,634 -6,304 -9,917
3 - 2007 42,314 6,678 48,995 3,837 11,573 15,411 (33,585) (38.480)
Outubro/03 12,825 3,714 16,538 1,869 5,315 7,184 -5, 354 -10,955
Howvember-07 11,058 950 12,048 1,383 6,545 8,320 -3, 717 -5.705
December-07 11,052 811 11,862 73T 1,240 2,678 -5,185 -10.314
4 - 2007 34,964 5,484 40,448 3,989 14,203 18,192 (22,256) (30.975)
2nd Semester/07 77,278 12,162 80,444 7,827 25,776 33,603 (55,841) (69.455)
Total 2007 167,207 15,410 161,355 8,367 31,222 39,589 (121,765) (137,577)
January-08 16,578 695 17,274 455 3,581 4,036 -13,238 -16,123
February-08 12,460 1,447 13,908 1,406 5,112 6,515 -7.390 -11,054
March-08 14,649 1,840 16,489 338 2,801 3,129 -13,350 -14.310
o1 - 2008 43,688 3,983 AT, BT0 2,200 11,493 13,693 (33,977} (41.488)

Source: National Statistics Department and BPA (estimation)
: The figures for February, March, August until December 2007 and 1Q 2008 are estimated data

Note

using average for 2004 - 2006 and asumption growth of 25%

lll. GOVERNMENT FINANCE

The budget for the transition period of July to De-
cember 2007 included an appropriation of US$
116.409 million. Total revenue receipts are estimated
at US$ 22.5 million. External finance approved in the
form of drawings from the petroleum fund, amounted
to UD$ 40 million, resulting in a budget deficit of US$
53.9 million.

Revenue

Total revenue receipts during the Transition Period
were US$ 23.25 million which were 3.3% in excess
of the revenue estimated at US$22.5 million or about
US$ 0.75 million. A small part of the domestic reve-
nue collected self funded from Autonomous Agen-
cies, about 3% of total revenue. The main sources of
domestic receipts during the transition period were
Indirect/ Excise tax, of $3.46 million, which repre-
sented 17% of the total domestic revenue. There
was a reduction of 12% compared to December
2006. Major contributions also came from service
tax ($2.5 million), and Interest ($4.01 million), repre-
senting 13% and 20% of total revenue respectively.

Expenditure

Total expenditure during the transition period was
US$ 104.87 million, against the estimate of US$
116.41 million giving an overall budget execution rate
of 90.1%. Expenditure comprised US$ 64.34 million
as cash payments and US$ 40.54 million as obliga-
tions. Whole of Government expenditure perform-
ance by appropriation category were; capital and de-
velopment 98.2%, minor capital 94%, Goods and
Services 89.4%, Salary and Wages 89.5%.

Graph &
Domestic Revenue - Transition Period
July - Dec 2007
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IV. DOMESTIC ECONOMY Graph 7

RER & REER TL vs Trading Partner

Mar O7 - Mar 08

Coffee A
As described in the last quarterly economic bulletin,
coffee exports, which are the Timor-Leste's largest
export, fell significantly in the year 2007 due to civil
unrest. There is still no data on trade from the Na-
tional Statistics Department, therefore the BPA is not 7|
in a position to publish official data on trade, but it has
made an estimation. Using average for 2004—2006 s o
on the historical data available and on an assumption RER TLve
of growth of 25%, the BPA estimates that, under nor-  ®* '
mal conditions, coffee exports will reach about 2 mil-

lion kg in the March 2008 quarter.
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Other products :
As with coffee exports, there is no data on other prod- Energy Price and Coffee Table®
ucts that is available to be released by the BPA.
Coffee price, ICO (USD cents/Ib) Energy prices (USD)
) S Crude oll, Natural gas,
Price Evolution in Dili Table 5 End of period | Recent |Previous day| W.T.| Cushing |Nymex Henry Hub,
(harrel) SmmBtu,
(;(;;41SEJI1JOEURPRICEINDEX 30-Apr-08|  126.88 12501 11563 10.83
P . o S serd| 827 154 1058 | asd
Grop WS (M) i b o e et 20-Feb-08| 14001 14596 10259 943
ALL GROUPS 1000 T 1 3.Jan08| 12320 12275 9233 8.06
0w o w || | 40U ferer w7
: ' o e o : 30-Nov-07|  115.36 11328  91.01 7.44
Clothing and Footwear 89 1437 1599 1628 18 133
Housing 02 M0 65 W3 B 15 31-0c07] 112301 11100] 9038 8.01
Household Furnishings, Supplies and Services 7.9 013 1026 1030 04 17
Health_ . i B TE g O 108 The quarterly consumer price index (CPI) published
Recreation and Education 34 1063 117 125 01 38 . I -
Transporan Communiaton I Mo e 3 B by the National Statistics Department indicated that
consumer prices increased by 3% during the March
2008 quarter compared with the previous quarter,
Not: s CPLjstfor i when the vgriaf[ion was _2.2%. The rise in_ pric_es was
due to a price increase in expenses, mainly in food,
Sours: National tests Department housing, and transport and communication. The first
had an upward of 3.6%, compared to a 2% rise in
I the previous quarter, especially cereals (13.3%),
Ve Graph 6 Nuts (6.5%) and fats & oils (8%).
S The annual inflation rate slowed down to 4% from
e 8.6% in the December 2007 quarter. The slowdown
25 in inflation mainly reflected the large impact of the
20 price of food of 0.9% compared to an increase of
15 9.5% and 22.6% in the December and March 2007
o quarter respectively. While housing cost increased
by 11.5%, transport and communication by 8.8%
and others such as clothing and footwear by 13.3%,
a Mar_07 Dec_o7 Mer_o6 health (11.5%), and recreation (5.8).




Timor Leste Monetary Survey Table 7
(In Thousand of U_S. dollars)

1 Quarter 1 Year 2 Years

Mar_05 Mar_06

ago ago ago
Net foreign assets 280,773.20 15212636 22392497 31813812 27613842  (13.20) 2332 B1.52
Central bank 282700.08 14547785  183,907.28 23027166 1729680  (2344)  (419) 2118
Commercial bank (1,83583) 654871 3992768  BT8EE46 9934152 1363 15008 140167
Net domestic credit (188,531.77) (34,373.19)  (78,232213) (11812660  (73,199.17) (38.03)  (654) 11285
Claims on govemment (net) (287.793.08) (143,716.21) (184,571.34) (21862875) (167921.73) (23.18)  (8.22) 1654

Claims on other nonfinancial corp. S 5 - - .
Claim to financial corporations

Claims on private sector 9926131 10934301  106,849.21 10050215 9472257 (575 (11.18)  (1337)

Other items (net) 372705 450.75 (42 857.89) (51,693.81) (50,703.16) (1.92) 18.31 {11,348)
Broad Money £9,910.60 79,930.66 102,052, 69 143,714.35 148,333.08 32 4525 B5.55
Karrow money 35,197.5T7 40,593.65 5057327 7247139 79.556.22 241 a7 .31 89595
Currency in circulation 1,288.18 1,811.4% 1,585.89 227270 2,161.05 (4.91) 8.82 19.30
Demand deposits 33,909.35 38,782.20 48 587 .39 7319869 7735516 573 5920 G0 56
Quasy money 471304 39,336.98 5151941 65,242 08 68,776.86 0.78 3350 7484
Time deposits 745056 8,603.42 11,048,654 17,697.51 14 38116 (18.85) 29.58 66,92
Saving deposits 2723248 30,733.56 40 470.57 50545045 441570 766 3448 T7.06
Other 26,057.87 38,273.26 65226 4 60336 3,903.02 (15.21) 49839 (89.80)
Vertical check 0 0 0 ] 0
Memoradum item: Petroleum Fund Assets 508,10293 1,217 97885 2,086,157.00 2,629963.00 26.07 11553 41760

Awroridade Bancaria e de Paogamenios

Banking and Payments Auchoricy of |

imor-f.este

Table 8

Av® Binpo Modetos, Y Box 59, TRl Timod-Leds

QUARTERLY SUMMARY FINAMNCIAL STATEMENTS

BALANCE SHEET PROFIT AND | :
As at 31 March 2008 For tha pariod andad 31 March 2008
ASSETS US Dollars OPERATING PROFIT US Dollams
Cash and cash equivalents 53,472,813 Interast income 6 634 050
IFvE st a e 136,854,361 Interrest g s (4,831,000)
Olner aesets 1,291 858 Met invesimeant income 1,702,164
TOTAL ASSETS 161,419 839
Feas and comimissions 345208
Patroleum fund management fee 782,086
LIABILITIES OCther Incomea 58,857 |
Govarmment deposits 138,300,720 TOTAL OPERATING INCOME 2,888,312
Frovision ransfar of surplus o Governiment of Tinor- -
Leste
Othar deposits 28,500,240
Othar liabilities 3BBATO EXPENSES
Currancy insuad 2,278 A% Pammonnel & capacity buliding expe nees. AR5 517
TOTAL LIABILITIES 169,557,961 Cummancy distribution aXpanses 271,714
Administration expenses 557 414
Dapreciation 87,054
EQUITY TOTAL EXPENSES 1,311,699
Compaltml| 18,227,168
Resarves 2,058,087
Retained aamings 1,678,613
TOTAL EQUITY 21,861,868
TOTAL LIABILITIES & EQUITY 181,419 828 828 OPERATING PROFIT T ETEEIY |
MISERS' AT ST ATESTN SODE U BESACE OF CETGAS LU FLRT SO MATARED Oy e B0 was 2820, 0623, 008, Thiie ia fo reccgnize B repociing seopuseeme ol e SRS
A

H“" - r—
The Gummany &stemenis - e i waslen B2 of Fegulstion 2001730 pnd hawe baan prapamsd on an sceral basts fram e Rnansal reeards of BRA &5 81 31 Marah
D008, Thess Finsnclal ¥
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Famando os Silva Carvelho

Gensral Manager Chief Agoountant




