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I. Timor-Leste National Accounts 2016  

As it is well known that, in many of literatures, there is 

approach on how to measure the gross domestic prod-

uct (GDP), which defines that the GDP can be obtained 

by looking the spending patterns of household, firm, 

government and foreigners. GDP represents the final 

goods and services produces within a country in the 

certain period of time. Under expenditures approach 

GDP is calculated by adding up all the expenditure 

made on final good and services produced within the 

countries. These include personal consumption, busi-

ness investment, government spending and net ex-

ports. Personal consumption expenditure represents 

the spending by individual on goods and services for 

personal use. Private investments on the other side 

representing the spending by entrepreneurs to sustain 

and grows their business. While, government expendi-

tures represents the spending by government on con-

sumption and on investment in its infrastructure. Net 

export is then comprised by purchase of goods pro-

duced in the country that are consumed by foreigners 

and goods imported to consume within the country.  

General Directorate of Statistics just published the 

latest Timor-Leste GDP measure for 2016 on January 

2018. According to the released, Timor-Leste total 

GDP grew at 0.8% in 2016, compared to 20.9% in the 

previous year. The main contribution to this growth is 

non-oil sector, comprising government and the private 

sector which has been performing favourable growing 

at 2.8% during the 2016, compared to 2.4% in the 

previous year. The growth in this sector has facilitated 

to offset the negative growth in the oil sector. The 
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growth rate of non-oil real gross domestic product 

(GDP), therefore, increased in 2016 by 5.3%, higher 

than 4% in“2015”. This increase was mainly due to 

higher internal demand, driven by investment spend-

ing, followed by export of good and services, private 

consumption and also import of good and services.   

In terms of annual change shows that, in 2016 gross 

fixed capital formation (Investment) reflected an in-

creases in spending by 16% (up from 3.6% in 2015). 

The increase in capital formation was due to increase 

in both publics and private sector investment by 18.3% 

and 9.6% respectively. Exports and imports of goods 

and services increase as well in 2016. The exports 

were increased by 15.3% (up from -29.2 % in 2015), 

while imports increased by 8.2 % (up from -8.4% in 

2015). The increase in exports was mainly due to in-

crease in goods (coffee export) by 110.8%. However, 

services fell by 12.0% (down from 30.6% in 2015). The 

increase in imports was due to the increase in both 

goods and services, rose by 10.6% and 5.3% respec-

tively (up from 10.7 and 23.6% in 2015). In contrast, 

public consumption decreases by 0.2% (down from 

3.2% in 2015). 

The data shown that, contribution of non-oil sector to 

GDP at constant prices has increased from 2.4% in 

2015 to 2.8% in 2016. The increase was mainly con-

tributed by the gross fixed capital formation which rep-

resenting by 5.6%, import of good and services repre-

senting by 4.6%, followed by private consumption of 

3.5%, while export of goods and services only repre-

sent by 0.5%.  By contrast, the contribution from pub-

lic’s consumption fell by 0.1%.  It could be noted also 

that, the experience in the GDP evolution was mostly 

determined by the proportion of two components in 

the internal demand, the consumption and the invest-

ment. Both components continue with its significant 

weighted, mostly consumption (graph 4), places at 

114% in 2016, compared to 117% of non-oil GDP in 

2015, While, the investment recorded a weighted of 

39% in 2016, compared to 35% in 2015. The compo-

nents of export continue with a small weighted in the 

economy of Timor-Leste, placed only about 3% in 

2016.  Import, on the other side, still represent a nu-

merous weighted, posted at 58% in 2016.  It was not-

ed that, the private sector investment, and house-

holds plus NPISHs, together represent only 7.4% of 

non-oil GDP in 2016, compared to 7.3%, in 2015, 

contributed about 0.5% to the GDP growth in 2016, 

after record a positive contribution of 0.04% in 2015.  

With the national objective to diversify the economy, 

the government of Timor-Leste, in certain extent, has 

been planned to promote tourism, agriculture, indus-

try and manufacture sector, which is expected these 

sectors,   in the medium and long term perspective, 

could highly contribute to drive the non-oil GDP 

growth of the country.   
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II. Recent Monetary and Credit Development 

II. a. Money Supply 

In economics, broad money (M2) is an economics term 

denoting a certain measure of amount of money in na-

tional economy, and it used depending on local prac-

tice. Total broad money (M2) consists of currency out-

side bank and customers' deposit with the banking sys-

tem. Currency includes coins issued by the Central 

Bank and the banks. As indicated by chart 5 and chart 

6, the growth rate of total money supply decelerate by 

12.3%, compared with 22.3% increase in previous 

quarter of 2017.  The slowdown in the growth rate of 

broad money (M2) was mainly caused by decreased in 

the demand deposit, and supported by slowdown in 

currency outside bank. Other deposits, in contrast, con-

tinue increase in December quarter of 2017, break 

further decline in the broad money. The currency out-

side banks (centavos) decelerates in the growth rate by 

14.2% in June 2017, 12.7% in September, and it de-

celerates further to 4.2 in December 2017.  

Actually, demand deposit, the main driver to the growth 

rate of the broad money, M2, has reduced by 0.01% in 

the quarter, after recorded an increase of 16.9% ob-

served in the last September quarter. The time and 

savings deposits, or the term used in monetary statis-

tics as other deposits, in conjunction, revealed a 

growth of 32.7% following the increase of 31.1% in the 

last September quarter of 2017.  Domestic economic 

activities, backed by government activities, were the 

main driver of deceleration in the growth rate of broad 

money, reflecting the slowdown in the growth rate of 

the deposits, both of the enterprises and individuals'. 

The deceleration, in some extend, was followed by re-

duction in the other depository corporations’ net for-

eign assets (NFA), however with the increase in the 

credit development from the banking system to private 

sector.  Despite decrease in demand deposit, this de-

posit still constitutes about 54.7% of total money sup-

ply (M2). Time deposit also is regarded part of money 

supply representing about 43.5% of total money sup-

ply. 

It is well note that, as the intermediary between those 

that who has excess of the fund and those who lack of 

fund, banks have been performed their role by receiv-

ing and channelling the fund from and to the private 

sector in the economy, while for some reasons, they 

have to also diversify their assets by deposit or invest-

ing the funds abroad. 

 

II. b. Net Foreign Assets 

The annual growth rate of net foreign assets (NFA) for 

the financial system or the depository corporations, 

slightly decelerate, grew  by 14.1%, compared with 

14.2% increase in previous quarter. 
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In fact, this progress was driven mainly by increased in 

the NFA of central bank, while the NFA of other deposi-

tory corporations has contributed negatively to this 

growth. The Central bank’s NFAs continue to increase, 

rising by 97.2%, compared with 77.1%, in previous 

quarter.  

The main driver of changes in the central bank’s NFAs 

was the increase in the growth rate of other deposit, 

rising by 108.7%, supported by the foreign currency of 

39.8%, while transferable deposits decline by 20.9%. 

On the other side, the liabilities increase as well, rose 

by 8.9%, after recorded an increase of 1.3% in the last 

quarter. 

While, the other depository corporations’ NFAs continue 

decline, reduce by 13.1%, compared with 2.7% de-

creased observe in the previous quarter.  The decrease 

in the NFA of other depository corporations was mainly 

due to the reduction in claim on non-resident by 10.7%, 

compared with 3.2% in previous quarter. On the other 

side, liabilities of other depository cooperation increase 

by 29.5%, compared with 8.5% decrease in September 

quarter. The reduction in claim on non-resident was 

due to the reduction in the holding of foreign currency 

and transferable deposit by 11.1% and 18.7% respec-

tively. 

The increase in liabilities of other depository coopera-

tion was mainly due to increase in other deposit on non

-resident and other loans to non-residents by 33.3% 

and 14% respectively. 

II. c. Net Domestic Assets 

The domestic assets composed by claims on central 

government (net) and claim on private sector. Net 

claims on central government contain credit and lia-

bilities to central government from the financial sys-

tem. Actually, there is no credit from the domestic 

financial system to the government of Timor-Leste, 

therefore the net claims on the central government, in 

the monetary statistics, is negative, which means that  

all corresponding amount is government deposits, or 

the depository corporations liabilities' to the central 

government. While, claims on the private sector con-

sist of credit to domestic private sectors and others 

claims.  

After declined in two consecutive quarters, the annual 

growth of domestic claims increase again in the De-

cember quarter of 2017, rose by 1.6% after recorded 

a reduction of 16.8% in last quarter of September. On 

the other side, the liability to central government was 

increased, grew by 12.5%, while the credit to private 

sector continues to increase, rose by 23.4%. This situ-

ation, has driven the claims on private sector to be-

come the larger contributor to the increase in domes-

tic claims, has contributed by 23.5%.  

The liabilities to the central government, in turn, con-

tributed by 25.1% to the increase in the growth rate of 

domestic claims. The increase in liabilities to central 

government mostly was driven by the increase in the 

liabilities of  central bank, has rose by 29.5%, of 
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which contributed by 15.1% to the increase in liabilities 

to central government. On the other side, the liabilities 

of commercial bank was declined, reduced by 5.3%, 

and contributed to break the decline in the total liabili-

ties to central government in the quarter by 2.6%  . 

While declining, however the commercial banks' liabili-

ties to the central government continue represent the 

higher weighted in the total liability of depository corpo-

rations, amounted to 40.9%, after recorded 67.5% and 

59.2% in June and September 2017 respectively. In 

turn, the weighted of central banks' liabilities to the 

central government is increasing, placed at 59.1% after 

recorded 40.8% in September quarter. 

The claims on private sector, on other side, produced a 

positive annual growth in the quarter, grew in 23.4%, 

after record an increased of 12.4% in September quar-

ter. From the total claims on private sector, loans repre-

sent about 94.6%, of which commercial banks occu-

pied 90.9% in the quarter and the rest was from other 

microfinance institutions (8.1%) and credit union 

(1.0%).  In fact, these total claims increased in 23.4%, 

while commercial banks loans to the private sector in-

creased by 21%, in December 2017 , compared by an 

increase of 14% observed in the last quarter of Sep-

tember 2017.  

The non-performing loans, in other side, have increased 

in the quarter by 9.4%. However, its share to the total 

gross loans portfolio was declining to 13%. While the 

non-performing loans is increasing, but the provision 

for loan losses continue to falling, which reduced by 

3.6% in the quarter under review, which representing 

16% of the total gross loans to the private sector, 

compared to 14% observed in the last September 

quarter. 

Looking into economic sector, construction sector re-

mained the main sector with higher share  in  total,  

representing 29.4% in the quarter, followed by individ-

ual and others of 28.7%, trade and finance of 20%, 

tourism and services 12.6%, industry and manufac-

turing representing 5.2%, agriculture, water and for-

estry  2.6%, and transport and communication repre-

senting 1.5% only. While,  Noted that, construction 

sector was continue to increase in terms of nominal 

and annual change. The sector in which banks has 

granted more credit in the December quarter. This 

sector, recorded a nominal terms by USD16.2 million 

or about 33.4%  annual change in the quarter, fol-

lowed an increase of USD22.3 million or 48.5% ob-

served in last September and representing the larger 

share of total credit in the quarter, placed at 29.4%.

(see table 1). 

Actually an important part of credit to individual is 

credit to house rehabilitation (constructions) and, 

even for small business, including to transportation 

sector (such as taxis, minibus, etc.).  

In terms of  annual change, industry and manufactur-

ing representing the highest growth, increased by 
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362%, tourism and services by 56.6%,  transport and 

communications by 63.7%, agriculture water and for-

estry grew about 45.4%,  trade and finance sector rec-

orded a growth rate of 34%,  and construction repre-

senting 33.4%. While, individual and others registered 

a declined growth of 15%.  

 

 

II. e. Price and inflation 

In general, inflation becomes one of the serious prob-

lems over a period of time. It can be said that, over the 

past few years, Timor-Leste inflation has been caused 

by many factors. These factors are caused by the econ-

omy or caused by external factors other than the econ-

omy (politics or natural disasters). Under the monetary, 

the money supply is one of the economics factor caus-

ing inflation as well as changes in exchange rate.  

According to the General Directorate of Statistics of 

Timor-Leste, the annual CPI inflation rate (Dili) in-

creased to 0.6% in December 2017, from 0.3% in Sep-

tember 2017. By the contribution, food group, with 

56.7percent weight in CPI basket, which showed an  

increase of 0.7% in December 2017, contributed by 

0.43% to the acceleration in the headline inflation. This 

was higher than 0.19% observed in the corresponding 

period of last quarter. While, non-food inflation increase 

by 0.1% as against -1.8% in the last quarter, contribut-

ed by 0.17% to the increase in headline inflation. The 

increase in food item was driven by prices rise in rice, 

milk, cheese and eggs and fruits. 

The following graphic depicts the yearly headline infla-

tion rate as well as the food and non-food items infla-

tion rates. As it’s clearly shown, food inflation is the 

fundamental driver of headline or overall CPI based 

Inflation rate, as headline inflation closely tracks the 

movements in food inflation.  

 

II. e. Interest Rate  

The weighted average lending rate for commercial 

banks decreased dramatically by 7.5% or by 1 basis 

point to 12.46% in December 2017, compared with 

0.4% or 0.05bp decrease in September quarter. This 

decrease was mainly attributed to slight adjustment 

in the six month Libor fluctuation applied by commer-

cial banks and also there are some fundamental fac-

tors that have been considering by commercial banks 

of Timor-Leste in determining the base lending rate 

like reduce of cost of fund and taxes, according to the 

bank lending survey in 2017. While, weighted average 

Interest rate of demand deposit and saving deposits 

continued to decrease as well, declined in 82.4% to 

0.06% and 28.3% to 0.27% respectively. 

 

 

III. Commercial Banks 

The overall financial condition of the banking system 

in Timor-Leste during the quarter under review as-
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sessed as healthy.  The main important in the banking 

system are asset, liabilities, revenue and expense. The 

relationship between asset and liabilities and revenue 

and expense, are things need to understand in order to 

run a successful business. Asset and liabilities are fun-

damental element of banks financial position, while 

revenue and expense represent the flow of money 

through banks operation. A successful bank has more 

asset than liabilities, meaning that it has resources to 

fulfill its obligation. On the other hand, a bank whose 

liabilities exceed its asset, probably its financial condi-

tion is unhealthy. 

The total assets of the banking system in Timor-Leste 

continue to increase, rose by USD21 million to 

USD1,169 million in December quarter of 2017.  

Hence, the assets of the banking system rose by 1.8% 

compared to an increase of 7.1% recorded in the last 

September quarter of 2017. In the same time, the an-

nual trend of total deposits of the banking system con-

tinued to increase, has achieved USD989 million at the 

end of December 2017. Indicated an annual growth of 

7.9%, after revealed a 16.5% growth in the last Sep-

tember quarter, denote about 84.6% of total assets at 

the end of December 2017, decelerated from 85.1% in 

the last September quarter.   

Total lending of commercial banks up to the quarter of 

December 2017 were of USD220.8 million, recorded 

an annual growth of 21% in the quarter. The most 

important indicator intended to identify problem with 

asset quality in the loan is non-performance loans. 

The total non-performance loans of all commercial 

banks in the country continue decreasing, was re-

duced to 14% in December 2017, compared with 

15% in the previous quarter. Meanwhile, the income 

received during the quarter, as percentage of assets 

(RoA, or Return on Assets), was of 1.35%, increased 

from 1.27% recorded at last quarter. 

The banks continue to have liquidity ratios above the 

minimum required by BCTL, with an excess liquidity 

ratio of 71.27% in the quarter under review. The re-

quirement actual held was of USD941 million com-

pared to the liquid assets required of USD163 million 

(15%).  Liabilities of banking system consist of depos-

it, capital and liquid reserve requirement. During the 

period under review the total liabilities of banking sys-

tem amounted to USD1,092 million, compare with 

USD1,046 in September quarter. While, capital 

mounted by USD78 million, increase from 74 million 

in September quarter, and total deposit of banking 

system amounted by USD990 million in December 

2017. Looking into percentage change, capital is 

higher growth by 31.9% in December 2017. While, 

deposit and liquid asset requirement representing 

only 7.9% and 0.2%. 
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