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I. Balance of Payments Statistics  Timor-Leste 

BCTL has just published Timor-Leste's balance of pay-
ments statistics for the full year of 2018. Our current 
account balance continued to record a deficit in 2018, 
amounting to –50.7 USD million, or 2.9% of GDP. 
These figures thus represent a substantial improve-
ment for our external accounts. The substantial de-
cline in the current account deficit was mainly due to a 
decrease in our trade account deficit (goods and ser-
vices account balance), as well as an improvement of 
the balance of our primary income account, on the 
back of higher oil-related inflows.  

Naturally and as a matter of accounting balance, the 

current account deficit has to be financed by an equiv-

alent balance, but of opposite sign, in the capital and 

financial accounts. In terms of the external deficit fi-

nancing sources, we highlight the importance of re-

sources relating to equity and foreign direct invest-

ment in our economy, banking system’s funds depos-

ited abroad, and public investment abroad, including 

naturally the Petroleum Fund’s assets . 

The overall trade account deficit was lower in 2018, 

totaling –797.4 million, compared with the -958.8 

USD million recorded in the previous years. In 2018, 

this deficit represented -45.9% of non-oil GDP. The 

overall trade deficit was due to both deficits in the 

goods account of -610.7 USD million and services 

account of -208.9 million. The goods account deficit 

decreased in 2018, compared with the -614.8 USD 

million deficit recorded in 2017, which was, in turn, 

due to the slight fall in goods imports of -0.3%, to –

394.9 USD million in 2018  

 



Economic Bulletin Page  2 

The services account recorded a narrower deficit in 

2018, amounting to -208.9 USD million, versus the -

344 USD million registered in 2017. This was due to 

the simultaneous rise in services exports to 237.9 USD 

million in 2018, compared with the 92.5 USD million in 

2017, and reduction of services imports to 446.8 USD 

million in 2018.  

In turn, note that the increase in services export was 

largely driven by the increase of tourism/travel related 

inflows to USD218 million in 2018, compared with the 

USD73 million recorded in 2017. On the other hand, 

the decline in services imports was driven by the falls in 

imports of transportation services (-3%), insurance ser-

vices (-3%), tourism /travel(-5), government services (-

18%), and telecommunications and other services, 

which recorded declines of -31% and -38%, respectively  

The primary income account surplus continued to re-
cover in 2018, on the back of 2017’s improvement. 
Note also that the recovery in the last 2 years offset, 
but only partly, the substantial and structural decline 
recorded between 2012 and 2016, driven by the huge 
decrease of oil-related revenue from the JPDA (Joint 
Petroleum Development Area). In 2018, total primary 
income increased by 14.6% to 842.6 USD million, 
amounting to 48.5% of GDP, when compared to the 
753.3 million recorded in 2017. Note also that this 
substantial improvement explained the majority of the 
improvement in our current account deficit, referred 
above. 

The secondary income account deficit continued to wid-

en in 2018, recording a net outflow of 95.9 million 

USD, higher than the 60.7 million of 2017. In turn, this 

was mainly due to the expansion of outward worker 

remittances, despite the expansion of inward workers 

remittances. Outflows corresponding to worker remit-

tances were 283.4 USD million, while inward remittanc-

es amounted to USD187.5 million. Note also that part 

of rise of the deficit in this account was explained by 

the reduction in donors’ programs disbursements  

Total capital and financial account with transaction in 
the rest of the world was positive in the three consecu-
tive years and amounted to 286.6 USD million (16.5% 
of non oil GDP) in 2018, lower than USD532.7 USD 
million (in 2017. This evolution of the financial account 

continues to be determined by portfolio investment 
flows, which totaled 180.7 USD million, compare with 
USD340.4 USD million in 2017 lower than USD690 
million in 2016. The reduction in the price of oil and 
the oil production in the Timor Sea, together with the 
withdrawal of capital from the petroleum fund to fi-
nance the State Budget, resulted in the net decrease 
in the country's foreign assets. 
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I. Recent Monetary and Credit Development 

II. a. Money Supply 

BCTL’s monetary and financial statistics generally in-
clude data that covers our domestic financial system, 
which includes the following institutions: the central 
bank, commercial banks and other non-depositary fi-
nancial companies. This dataset is published monthly 
by the central bank, on a regular basis. 

Total broad money (M2) is calculated as the sum of 
total coins issued by the central bank and in circulation 
and bank deposits, including demand deposits, as well 
as term and savings deposits. As depicted in chart 5, 
money supply growth was 3.1% in the 4th quarter of 
2018, compared with the -7% decrease recorded in the 
previous quarter.  This increase of broad money (M2) 
was mainly driven by the expansion in demand depos-
its and coins in circulation, by 12.8% and 20.1% re-
spectively. This represented an acceleration for this 
category, when compared with the decrease of -15.6% 
of demand deposits in the previous quarter. 

The growth in demand deposits in Q4-2018 was mostly 
driven by the increase of private sector demand depos-
its denominated in USD. In terms of institutional sec-
tors, formal companies and households/retail deposits 
rose by 4% and 26.7%, respectively. 

 

II b. Net Foreign Assets 

 Timor Leste’s Net Foreign Assets (NFAs) position corre-
sponds to the net balance of assets value that the 
country and its institutions/agents own abroad, sub-
tracted of the value of domestic assets owned by for-
eigners (or liabilities of domestic economic agents).  

After three consecutive quarterly declines, NFAs’ rec-
orded an annual increase of 12.9% in the last quarter 
of 2018. Despite this rise, total net foreign assets re-
main lower, when compared to past years’ levels. 

Net foreign asset growth was driven mainly by the ex-
pansion of central bank’s NFAs and NFAs of other de-
pository corporations. BCTL’s NFAs rose by 24.3%, 
compared with the decrease of -17.5% recorded in the 
previous quarter. Additionally, other depository corpo-
rations NFAs increased by 4.4%, compared with a de-
crease of -19.3% in the previous quarter. 

The main driver of changes in the central bank’s NFAs 
was the increase in claims on nonresident by 23.4%, 

compared with the decrease of -17% in previous quar-
ter. The increase in claims on nonresidents was driven 
by the expansion of other deposit by 34.6% in the De-
cember quarter, much higher than the -36.7% de-
crease in the September quarter. On the other hand, 
financial liabilities continued to decrease by -2.3%, 
after recording a fall of -1.3% in the previous quarter.  

The increase in other depository corporations’ NFAs 
was mostly due to the increase in claims on non-
residents of 5.1%, compared with decrease of -15.6% 
in the previous quarter. On the other hand, liabilities of 
other depository cooperation rose by 12.8%, compared 
with 30.7% in the September quarter. The increase of 
claims on non-residents was, in turn, due to the rise in 
other deposit denominated in foreign currency, which 
amounted to 16.8%  
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II. c. Net Domestic Assets 

The financial sector domestic assets are composed by 
claims on the central government (net) and claims on 
our private sector. Net claims on the central govern-
ment include financial system credit and liabilities to 
the Public Sector. Since Timor Leste’s Public Sector has 
no domestic borrowings, the net claims on this sector 
in the monetary statistics have been and continue to be 
negative. These then correspond to the value of Public 
Sector funds deposited with domestic banks. On the 
other hand, claims on the private sector consist of bank 
credit to the domestic private sector. 

After having declined for 3 consecutive quarters, do-
mestic claims’ annual growth was again positive in the 
last quarter of 2018, rising by 32.3%, after having reg-
istered a reduction of -72.1% in the 3rd quarter. On the 
other hand, the liabilities to the Public Sector grew by 
12.5%, while the credit to private sector continues to 
decrease, recording a fall of -2.4%.  The increase in lia-
bilities to the State was mostly driven by the increase in 
the liabilities of the central bank, which rose 22.4%. 

 

II. d. Credit to private sector 

Overall bank lending growth has been trending down all 
along 2018. As depicted in chart 8, total credit declined 
-2.4% to 221.8 USD million in the last quarter of 2018. 
The decline in credit was mainly due to the low demand 
for credit from the private formal companies’ sector. 
Lending to the agricultural sector recorded the worse 
decline (-82%), followed by tourism and services with a 
decline of -53.1% and construction (-14.7%). In terms 
of contribution to total annual changes, the declines in 
lending to tourism and services sectors contributed 
substantially (-6.5%), followed by construction (-4.2%) 
and agriculture (-2.1%). Note also that the decline of 
overall credit lending seems to be in line with the sub-
stantial slowdown/contraction of our non-oil economy 
in both 2017 and 2018. 

 

II. e. Interest rate 

The weighted average lending rates for commercial 
banks decrease by 0.2 basis points to 13.5% in Decem-
ber of 2018 from 13.3% in the same month last year. 
This decrease was mainly attributed to a slight adjust-
ment in the six month Libor fluctuations applied by 
commercial banks. While, demand deposits of  

weighted average interest rate decrease by 0.2 basis 
point to 0.06% in December 2018 from 0.31% in the 
same month last years, As the result increase the 
spread (between deposits and loans), as measured by 
the credit, increase 0.4% to 13.4% in December 
2018, compared to same month previous year. 
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II. f . Price and inflation 

Economically  inflation affect  many factor and lead to 
economic problems which can drop  the economy 
growth of a particular country. According to Friedman
(1977), inflation is  monetary phenomenon, meaning 
that growth rate of money supply increase or decrease 
will affect inflation as well.  Headline inflation, as meas-
ured by the consumer price index (CPI), has decelerat-
ed in the last quarter of 2018. According to ‘Direcão 
Geral de Estatistica’ (DGE), Dili's annual CPI inflation 
was 2.1% in December 2018, down from 3.2% in Sep-
tember 2018. Meanwhile, the average annual inflation 
rate rose to 2.4% in 2018, from a lower average figure 
in 2017. 

The decline recorded for inflation in December 2018 
was driven by the slowdown of inflation rates for both 
food and non-food categories. Non-food inflation contri-
bution to annual headline inflation was 1.32%, while 
food inflation contribution was only 0.36%, in Decem-
ber of 2018. Charts 9 and 10 below depict the annual 
percentage change and annual percentage change 
contribution of each category to CPI headline inflation. 

The slowdown of food inflation was mainly due to decel-
eration of price increases for milk, cheese and eggs to 
5.4%, down from 12.2%, contributing only 0.15% to 
headline inflation in December of 2018. This sub-
group’s contribution was followed by the slowdown of 
rice price inflation to 3.7%, down from 7.2% 
(contribution 0.29%), bread and cereals (to 0.9%, down 
from 1.6%, with a contribution of 0.02%), oils and fats 
(to 0.7%, down from 6.9%, with a contribution of 
0.02%), and meat inflation (to 1.1%, down from 1.8%, 
with a contribution of 0.10%.  

In terms of non-food CPI items, the major changes were 
for: alcohol and tobacco price inflation, which was 
11.1% in December, down from 11.9%, and a contribu-
tion to headline inflation of 0.64%, transportation infla-
tion was 3.9%, down from 5%, and a contribution of 
0.31% and housing inflation, which was 0.7%, down 
from 1.5% in September, with a contribution of 0.05%. 
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