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I. The Balance of Payments Statistics 2017
1. Overall Balance of Payments

Overall balance of payment comprises of current ac-
count balance, capital account, financial account and
error and omission. The overall balance of payment
was in surplus of 8.9% of GDP in 2017, compare with -
6.2% in 2016. Responsible for this change was due to
the offset of current account balance and capital and
financial account. The current account deficit narrows
down by -9.6% of GDP (total GDP, include oil) in 2017,
compared to -21.6% in 2016. Whereas, capital ac-
count increased by 1.2% of GDP, compared with an
increase of 1.9% in 2016. Similarly, for the financial
account was moved from negative to positive in two
consecutive years, recorded 16.9% of GDP in 2017
and 19.3% in 2016. The changed of financial account
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was mainly due to the reduction in the oil and gas
saving abroad (see chart 1 and table 3 on last pages).
More specific analysis can be seen in sub component
as following:

1.1 Current Account

Current account is the sum of the net export of goods
and services, primary income, and secondary income
(current transfers). Timor-Leste’s current account,
includes primary income, as the percentage of nomi-
nal GDP, has been deficits in two consecutive years.
Current account, therefore, registered a deficit of
9.6% in 2017, lower than 21, 6% in 2016. This
changed was largely reflected the deficit on trade in
goods and services, and the decrease in primary in-
come. The deficit on trade in goods reached 20.8% in
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2017, followed by 21.7% in 2016. While, the deficit on
services, in percentage of GDP, was reduced by 11.6%
in 2017, compared to 22.6% in 2016. The decrease in
the primary income mostly was due to the decline in
other primary income, which in turn, as the result of
the reduction in oil prices (see chart 2 ). Countries al-
ways made effort to reduce the current account deficit
through a reduction in import or increase the produc-
tion and therefore the export.

1.2 Goods Account

The merchandise trade of Timor-Leste recorded a defi-
cit over several periods, due to increased payments for
imports, which exceeded growth in export revenues. In
2017, the goods account continued to experience a
deficit of 20.8% of GDP in 2017, after observed a defi-
cit of 21.7% in 2016. The deficit on goods account was
due to the maintenance of high level of import, which
represent 21.4% of GDP in 2017, compared with
22.5% in 2016. While, the export of goods in 2017 rec-
orded 0.6% of GDP only, compared with 0.8% in 2016
(chart 3). The increase in import was mainly due to in-
crease in payment for consumer good, manufactured
goods and machinery & transport equipment’s.

1.3 Services Account

In fact, in 2017, the balance on service accounts con-
tinues demonstrate a deficit, while with a downward
trend. Service accounts record a deficit of 11.6% of
GDP in 2017, compare with 22.6% in 2016. The de-
cline was driven by reduce of payment for imported ser-
vices by 14.8% of GDP in 2017, compare with 25.6% in
2016. While, the receives from export and travel ser-
vices increase by 3.1% and 2.5% of GDP respectively in
2017. (See chart 4 and table 2 on last pages).

1.4. Primary Income Account (Net)

Primary income (net income ) comprise of composition
of employees, investment income and other primary
income. Total primary income continued show a sub-
stantial reduction, since 2013, while it is increase
again in 2017, rose by 35.2% which representing
24.9% of GDP, compared with 21.6% in 2016. The in-
crease was the result of increase in the other primary
income in 2017, the income on tax and royalties re-
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ceived from oil and gas in the joint petroleum develop-
ment area (JPDA), which increase by 88.4% 2017, af-
ter recorded a decline of 77.3% in 2016, representing
14.3% of GDP in 2017, up from 8.9% in 2016.

1.5. Secondary Income Account (Net)

The secondary incomes (current transfers) on the other
side decrease by 2.1% of GDP in 2017, compared with
1% of GDP in 2016. The decrease was due to the re-
duction in donor disbursements for direct state budget
support. Investment income remained stable in 2017
by 0.1% of GDP, compare with 0.1% of GDP in 2016.

1.6 Financial Account

Financial account comprise of composition of direct
investment, portfolio investments and other invest-
ment. Total financial account with transaction in the
rest of the world was positive in the three consecutive
years and amounted to USD498.6 million (16.9% of
GDP) in 2017, higher than USD485.4 million (19.3% of
GDP) in 2016. This evolution of the financial account
continues to be determined by portfolio investment
flows, which totaled USD340.4 million(11,5% of GDP)
in 2017 lower than USD690 million in 2016. The re-
duction in the price of oil and the oil production in the
Timor Sea, together with the withdrawal of capital from
the petroleum fund to finance the State Budget, result-
ed in the net decrease in the country's foreign assets.

Chart 6
TL Broad money growth

Il. Recent Monetary and Credit Development
Il. a. Money Supply

Broad money (M2) has been gradually maintained at
almost the same growth since the fourth quarter of
2017. At the other side, there are further decelerated
in the loan growth to the private sector in the quarter.
The broad money growth is showing a step way in
place, has been demonstrated a standing growth,
keeping the same growth as what was observed in the
last two quarter consecutively.

The standing growth rate of broad money was reflect-
ing, in one side the continue increasing in the growth
rate of the deposits from enterprises, while in other
side, the individuals' deposit is slowing down.

After recorded an annual growth rate of 11.3% in the
last quarter of March, the M2 has continue to grew by
11.0% in June quarter of 2018.

The maintenance in the growth rate in M2, in some
extent, was followed with the slowdown in the expan-
sion of credit development from the banking system to
private sector, at the same time, keep up with the de-
cline in the NFA of other depository corporations.

It was noted that, the growth rate of the deposits, es-
pecially of corporations had expanded, while individu-
als has shown a deceleration. The annual growth rate
of deposits of corporations increased by 29% or
USD60.9 million to USD271 million compared to an
increase of 16.6% or USD37.8 million observed in the
last quarter of March 2018. In addition, the individu-
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als' deposits have decelerated by 2.8% to USD448.9
million, after having recorded a growth rate of 8.5% in
the last quarter.

Transferable deposits has grown by 10%, followed by a
0.8% growth observed in the last quarter, which con-
tributed by 5.5% to the growths rate of M2 in the quar-
ter of June 2018. The Other deposits, manifest a slow-
down growth in the quarter, grew by 12.4% following an
increase of 27.4% in the last quarter of 2018, contrib-
uted 5.3% to the growth rate of M2 in the quarter.

On the other side, the annual growth rate of commer-
cial banks' credit to the private sector was decelerated,
grew by 0.3%, after recorded an increased of 6% in the
last quarter. In fact, the non-performing loans has pre-
sented huge reduction, reduced by 70%, after pro-
duced a reduction of 73% in the last quarter, represent
5% of total loan, in relation to 23% recorded in the
same quarter last year. It was noted that, the total
amount of credit in June quarter represented only 34%
of M2, while increased from 31.5% recorded in the last
quarter. It is expected that with the reduction in non-
performing loans, will expand the credit to private sec-
tor, lower the application of the deposit abroad, and
therefore reducing the foreign assets.

Il. b. Net Foreign Assets

The net foreign assets of depository corporations con-
tinue decrease in June 2018. The annual growth rate
of net foreign assets (NFA) for the financial system or
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the depository corporations, in fact, declining, re-
duced by 10.6%, after recorded a reduction 3.3% in
the last March quarter.

In fact, this progress was driven by decreased in the
NFA of both other depository corporations and the
central bank. The other depository corpora-
tions’ (ODC) NFAs continue declined in the last four
quarter consecutively, and in June 2018. The ODCs’
NFA decrease by 8.5%, followed a reduction of 16.6%
in the last quarter, contributed by -6.3% to the growth
rate of total NFA.

The main driver of the decline in other depository cor-
porations’ NFAs was due to the reduction in both
holding of cash and other deposits, which decreased
by 9% and 18.2% respectively, contributed by -0.4%
and -13.8% to the growth rate of total NFAs of ODCs.
Transferable deposit, on other side, has accelerated
by 35.2%, after recorded a growth of 0.1% in March
quarter, contribute by 8.01% to break the decline in
the growth rate of the other depository corporations’
NFA. Its liabilities increase, rose by 81.1%, and con-
tributed by 4.5% to the growth of NFA in the quarter.

On the other side, the main driver of changes in the
central bank’s NFAs was the decrease in the growth
rate of other deposit, has declined by 35.1% to
USD153.7million, while transferable deposits and
cash (foreign currency) increase by 878% to USD15.1
million and 78.5% to USD57.1 million, respectively.
The liabilities increase as well, rose by 1.1%, followed
by 7.1% increase recorded in the last quarter.
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Il. c. Net Domestic Assets

Domestic credit mostly comprises claims on central
government (net) and claims on private sector. The
annual growth of Domestic Claims decline again in
June quarter of 2018 has reduced by 103.3% after
recorded a decrease of 51% in last quarter of March
2018. The liabilities to central government was the
main driver of the decline, has reduced by 44.9%, with
the deceleration of credit to other sector of 0.3%. The
liabilities to the central government, therefore, contrib-
uted by 102.9% to the declined in the growth rate of
domestic claims, supported by 0.4% from credit to the
private sector. The decline in liabilities to central gov-
ernment mostly was driven by the decline in the liabili-
ties of commercial banks, has reduced by 33.3% (yoy),
of which contributed by 22.5% to the decline in liabili-
ties to central government. On the other side, the liabili-
ties of central bank decelerated, raised by 69% in the
quarter, compared to 0.7% in last quarter of March
2018, contributed by 0.2% to break the decline in the
total liabilities to central government.

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 81.7%, after recorded 61.5% in
March 2018. In turn, the weighted of central bank's
liabilities to the central governments decreased, placed
at 18.3% after recorded 38.5% in March 2018. The
claims on private sector, on other side, produced a pos-
itive annual growth in the quarter, grew by 0.3%, after

recorded an increased of 6% in the last quarter of
March 2018, and negatively contributed to drive the
decline in the growth rate of total domestic claims by
0.4%.

From the total claims on private sector, loans repre-
sent major share, the reminder of the claims are oth-
er claims, include claims from the central banks.
Commercial banks occupied most of the loans in the
quarter and the rest was from other microfinance in-
stitutions and credit union.

In fact, these total claims increased by 3% while com-
mercial banks loans to the private sector only in-
crease by 1%, followed by an increase of 10.6% ob-
served in the last quarter of March 2018.

In fact, credit to individual sector continue decline,
resulting in the reduction of its share in the credit
from the commercial banks, representing 29.6% of
the total credit in the quarter, reversing 23.4% ob-
served in the last quarter of March 2018, contributed
by -8.7% to slowed down the total credit growth in the
quarter under reviewed.

By the economic sector, industry and manufacturing
were the sector in which banks has granted more
credit in the quarter, both in terms of quarter and an-
nual changes. This sector, recorded an annual growth
about 493.9% in the quarter, followed an increase of
452.1% observed in last March of 2018, which con-
tributed by 8.9% to the total credit growth, while still
representing the fourth larger share of total credit in
the quarter, placed at 10.6%.
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The trade and finance, the sector that recorded the se-
cond larger recipient of credit by commercial banks in
the quarter, recorded a annual changes by shown ex-
pansion of 34%, with a 6.3% contribution to the total
credit growth. Other sectors, such as agriculture, con-
struction, transport and communication, tourism and
services recorded a decrease in June quarter 2018.
The construction sector placed as the second larger
share of credit by commercial banks in the quarter de-
spite decrease of growth rate.

Il. d. Price and inflation

Inflation is known as rise in general price of goods and
services in an economy over period of time and subse-
quently, purchasing power is falling. This situation may-
be increase the standard of living because to spend a
lot of money to get the same amount of good and ser-
vice that bough previous time . 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 will increase inflation as well.

The headline inflation as a measured by consumer
price index continue to increase in June 2018. This
information release by the General Directorate of Sta-
tistics of Timor-Leste. The annual CPI inflation rate (Dili)
increased to 2.8% in June 2018, up from 1.9 % in the
previous quarter. The increase in annual inflation was
driven by the higher of prices of several goods like
foods and non alcoholic beverages by 2.1%, alcohol
and tobacco by 10.9% transportation, specially on oper-
ational transport equipment by 9.5% and education
18% (chart 11 and 12).

A review of the consumer price indices for the reporting
quarter revealed that food, education and transporta-
tion group contributed to much in headline infla-
tion .The food item contributed by 1.35%, alcohol &
tobacco and education contributed by 0.66% and
0.58% respectively, followed by transportation of
0.20% and housing of 0.07%.

Il. e. Interest Rate

Normally high interest rate, people tend or is encour-
aged to save more than borrow. In turn, high interest
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Chart 13
Lending rate, demand deposit and spread interest rate
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rate will reduce people's disposable income because
they will spend more on interest payment, then less
consumption. Timor-Leste’'s banking system has very
low interest rate on deposits with high lending rate. It
can be seen on the chart 13, the commercial banks’
lending rates decreased marginally by the second quar-
ter of 2018. Commercial banks’ weighted average lend-
ing rate declined slightly to 12.9% in June 2018 from
13.9% in June 2017. Meanwhile, the weighted average
deposit rate reached 0.1 per cent from 0.5 per cent
over the same period. As a result, the banking spread
fell by 0.7 basis points to 12.8% over the period June
2017 to June 2018.

lll. Commercial Banks

The banking system in Timor-Leste shown again an in-
crease growth in annual growth of total assets and its
key elements, after recorded the decline in the last
quarter, particularly its liquid assets which mostly ac-
counted by the deposit base. The lending to private
sector, on the other side, recorded a slowdown growth
in the quarter, compared with last quarter.

The total assets of the banking system, in annual
changes, showed a net increase of USD44.7 million,
and stood at USD1,119 million in June 2018. Hence,
the assets of the banking system raised by 4.2% com-
pared to a reduction of 2.5% recorded in the last March
quarter of 2018. The increase mostly was due to the
spread in the deposit, mostly with the central bank,

Table 2
Highlights of the Banking System

in million USD
change | change
Jun-17 [ Mar-18( Jun-18 | from | from
Jun 17 | Mar 18
Total Assets 1074] 1139] 1119 42 -18
Liquid Assets 880 926 897 2.0 3.1
Investments 18 18 18 0.0 0.0
Total Loans 197 180 199 10 46
Non-performing loans 30 8 9] 696| 133
Provision for Loan Losses 39 15 16] -59.6 23
Total Liabilities 1,003 1,058 1,035 31 2.2
Deposits 919 937 903 -1.8 -36
Capital 71 a1 84] 183 41
Liquid assets requirement (15%) 151 159 155 31 22
Income 29 16 30 34| 851
Expenses 18 10 20 91| 986
Netincome 11 6 10 58| 64.0
ROA (%) 10 06 09

Source: Commercial Banks balance sheets and BCTL analysis

while deposit with other financial institutions abroad
was declining. The annual trend of total deposits of
the banking system, hence, increased by 2.4% to
USD869 million at the end of June 2018, after re-
vealed a decline growth of 5.5% in the last March
quarter of 2018, denote about 77.7% of total assets
at the end of current quarter under reviewed, which
accelerated from 79.1% in last March quarter. While
declining, most of the deposits are placed abroad.
The placement abroad recorded about 83.4% of total
deposits, reducing from 86.4% recorded in the last
quarter, represented most part of the banking system
assets, or about 67.3% of total assets, fortunately has
decelerated from 68.5% in last quarter.

Total lending of the commercial banks up to the quar-
ter of June 2018 were of USD199 million, recorded
an annual growth of only 1%. Meanwhile, the income
received during the quarter, as percentage of assets
(ROA, or Return on Assets), was of 2.7%, increased
from 0.6% recorded at last quarter of March 2018.
Interest income represent 61% of total income in the
quarter, of which interest income and fees on loans
was about 38%, while non-interest income recorded
about 39% of the income. Banks continue to have
liquidity ratios above the minimum required by BCTL,
with an excess liquidity ratio of 71.7% in the quarter
under review. The requirement actual held was of
USD896.6 million compared to the liquid assets re-
quired of USD155.2 million (15%).

Chart 14
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Table 2 TIMOR-LESTE BALANCE OF PAYMEMNTS

2013 014 2015 2016 2017
(I Millions US Dollars)
Current Account Balance 2,391,665 1,093,840 203,619 (544 48.4) (284, 246)
Trade balance (612 T7T22) (B2 OE2) (635, 394) (546, 452) (S14, 219
Export AT.ETO 15 508 LR, 08 20,045 16,552
Import B3T.392 (B LS A4T0) 653,442 566,507 631,371
Services{net) (430.952) (593 .745) (582, 603) (568.523) (344,005)
Receipsi{export) T, 19 73,785 732,554 TE.TTS oz 459
of which travel 2R 005 35 366 51,114 57,752 T2BeTS
Payments (import) (501 145) (EST.520) (E5E, 158) (A5, 2O (426, 26E4)
Imcome (net) 2,328,249 2,134 183 1,296,807 544 079 FT35,227
Investment income 274180 215001 =14, 116 219,720 211,809
Other primary income(oil’ gas) 2,050,123 1,816,965 224 TES 223,872 421,697
Current transfer{net) 114,090 156,364 124 800 265,422 (S0, T8
Capital and flancial accounts {2,543,972;} {1.354.353:] 51,221:: 532.88{:; 532.?097
Officcial capital transfars 20,120 12 TaA5 29 006 47 400 24 030
Financial account (2,564, 102) (1,3ITE.O09D7T) 32,214 485,480 498,67
of which oil/gas saving (2,552 3I88) (1,384, TA9) 150, TS0 E90,059 340,386
FD 35, 949 3IE.6TT 30,329 (7. 188) 5,716
TrvFl e 4D G115 ET=RC W] ECeR-T=1 5,479 5,716
External debts 23, 252 28,005 3D, 556 3,132 38,007
Errors and ommisions]Net) (44,245) (105 _TE3) (A5, 06a) (145 193) 15,020
Owverall balance (1_96,552;} (3ITE.2 7-;} 2:1_9,?75: (156.?9_:;] 263.48?:
Financing
Change in net forgign asset (196, .553) BTE.277) 219,775 (156, FTIT) 263,483
CIm percemnt of GDP
Current account 42 3 2T.O s.8 21 -6
Trade balance o] -14.9 -20.5 =1 7 -20.8
Export o= o.a oS o2 o6
Import 113 153 -21.0 RN -21.4
Services{net) 7.6 -14.7F -18.8 226 -11.5
Recsips{export) 1.z 18 =3} 3.0 3.1
Travel o5 o9 1& 23 25
Paymentsiimport) -8.9 -16.5 21 1 256 -14.8
Imcome(net) 589 528 a1 .8 218 z2a9
Investmeant income o005 o1 o1 o1 o1
other premarry incomea{oil’/ gas) 540 [ W = ] =217 t= =] f
Currant transfer{net) 2.0 29 P Sla] ju L] i
Capital and financia account A5 0O 237 2.0 21 1 12.0
Capital account o4 o= o9 19 1.2
Financial Acount 5.4 2343 1.0 193 1E.9
of which oil/gas saving asz EC¥ -] 4.9 27 a 115
Owveral balance -3.5 o= g B -5.2 2.9
GDP at current prices 5649.8 4045 .4 31044 2521 .0 2954.6
Sourca: BOTL
Table 4 Timor-Leste Monetary Survey
Millions of US Doellars
%% int
po % change
Jur-17 Mar-18 Jun-18  ©ont
1% ago 1Y ago
Met Foreign Assets 1027.28 101689 10468% -1.0 -1.0
Claims On Mor-residents 107993 109981 1004 94 -T.3 -6.9
Liabilities To Mon-residents -52.65 -82.92 -86.75 -3.2 54.8
Domestic Claims -175.98 -100.82 576 -103.3 -103.32
Met Claims On Central Government -402_ 90 -325.23 =221 88 -102.9 14 G
Claims On Central Government 0.00 0.00 Q.00 0.0 -T2
Liabilities To Central Government -402.90 -325.23 -221 88 -44.9 -44.9
Claims On Other Sectors 22693 224 .41 22764 -0.4 0.2
Claims On Private Sector 22693 224 .41 22764 0.3 0.2
Total Assets 851.30 916.06 1022 65 20.1
Eroad Money Liabilities 872332 T4T 62 T45.99 11.0 11.0
Currency Outside Depository Corporations 1584 1536 15 96 [ el 7o
Transferable Deposits 36726 40015 404 00 [ =) 100
Other Deposits 280 23 33111 32503 53 124
Securities Other Than Sharss
Deposits Excluded From Broad Money 588 503 518 417
Loans 002 001 001
Shares Anc Other Eguity 141 15 159 56 16302 156
Other ltems (Met) 2893 0.B7 o977 552
Total Liabilities 851 30 916.09 923 97 85
Source; BCTL
Mernorandun item: Petroleum Fund Asssts 16 266 16,799 16,847 36




