
  

 

 
Banking and Payments Authority of Timor-Leste 

Volume 06 Issue No. 1 March 2008 

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 

Content: 
 
I Money and Banking  
II External Trade 
III Government Finance  
IV Domestic Economy 
Appendix: Monetary Statistics and BPA balance sheet 

 
 
 
 
 
 
 
 
 
 
 
 
 

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. 

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. 
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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 
quarter. 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 

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 
quarter 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 
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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.  
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2008, declining by  37% to $124.5 million following a 
slight decrease of 3% to $198 million in December 
quarter. 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.  

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.   

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%.  

Graph 4. 
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III. 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%.  
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II. EXTERNAL TRADE 
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IV. DOMESTIC ECONOMY 
 
Coffee 
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 
in a position to publish official data on trade, but it has 
made an estimation.  Using average for 2004—2006  
on the historical data available and on an assumption 
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.  
 
Other products 
As with coffee exports, there is no data on other prod-
ucts that is available to be released by the BPA.  
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The quarterly consumer price index (CPI) published 
by the National Statistics Department indicated that 
consumer prices increased by 3% during the March 
2008 quarter compared with the previous quarter, 
when the variation was 2.2%. The rise in prices was 
due to a price increase in expenses, mainly in food, 
housing, and transport and communication. The first 
had an upward of 3.6%, compared to a 2% rise in 
the previous quarter, especially  cereals (13.3%), 
Nuts (6.5%) and fats & oils (8%).   
 
The annual inflation rate slowed down to 4% from 
8.6% in the December 2007 quarter. The slowdown 
in inflation mainly reflected the large impact of the 
price  of food of 0.9% compared to an increase of 
9.5% and 22.6% in the December and March 2007 
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%, 
health (11.5%), and recreation (5.8).  

Price Evolution in Dili Table 5 

Table 6 

Graph 7 

Graph 6 
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Table 7 

Table 8 


