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I. External Sector 

I.1. Net International reserves (NIR) 

 As of March 2026, net international reserves (NIR) stood  
at $712.5 million, representing a 11.6% decrease relative 
to the December 2025 quarter ($806.4 million). Neverthe-
less,  reserve holding remained higher than the recorded in 
March 2025 ($699.6 million). In terms of import adequacy, 
the NIR continued to substantially exceed the global ac-
cepted benchmark of three months of import coverage. As 
of March 2026, reserves assets were sufficient to finance 

approximately 13 months of goods import, compared with 
15 months in December 2025, indicating a moderation in 
reserve while maintaining a strong external liquidity posi-
tion. 

I. 2. Real Effective Exchange Rate Index  

In March 2026, the Real Effective Exchange Rate (REER) 

depreciated by about 1.3% year-on-year, indicating an im-
provement in the price competitiveness of Timor-Leste’s 
tradable goods. This depreciation was driven largely by do-
mestic deflation of –1.8%, coupled with a slight 1.3% depre-
ciation in the Nominal Effective Exchange Rate (NEER). A 
lower REER generally indicates that domestically produced 
goods and services become relatively less expensive com-

pared with those of trading partners, thereby improving 
external competitiveness. Consequently, exports tend to 
become more competitively priced in international markets, 
while imports become relatively more costly in domestic 

currency terms.  From a bilateral perspective, fluctuations 
in the value of the U.S. dollar against the currencies of Ti-
mor-Leste’s major trading partners also influenced the 

overall effective exchange rate dynamics. Nevertheless, the 
implications for export performance may be constrained, as 
Timor-Leste’s principal export commodity—coffee—is pre-
dominantly priced in international markets. As a result, 
changes in the exchange rate are likely to have only a lim-
ited direct effect on the country's export earnings and ex-

port competitiveness.  
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3.  Balance of payments 

1.3.1. Current Account  

In the March quarter of 2026, the current account balance, 
including the oil sector, recorded a deficit of $201.1 million, 
representing an improvement from the $246.8 million defi-
cit registered in the previous quarter. However, the deficit 
remained significantly higher than the $158 million deficit 
recorded in the same period of 2025. The current account 
shortfall was primarily driven by a deterioration of the trade 
balance, reflecting a combination a combination of higher 
imports and lower goods exports. In addition, a modest de-

terioration in the services account further weighed on the 
external balance. The deficit was exacerbated by a substan-
tial decline in oil and gas exports, contributed to the overall 
widening of the current account gap. 

 

I.3.1.1.  Goods Account  

In the March  quarter of 2026, the goods account, including 
oil-related trade, remained in deficit, although the deficit 
narrowed compared to the previous quarter. The goods 
trade deficit stood at $156.2 million, down 30.9% from 

$226.1 million deficit recorded in the December 2025 
quarter. However , on annual basis,  the deficit widened by 
13.3%.  Goods exports are estimated to have declined 
sharply to $11.7 million in March 2026, a decrease of  

76.7% from $50.4 million in March 2025 and 37% lower 
than the $18.7 million in December 2025. Meanwhile, 
imports payment remained high, totaling $167.9 million 
in the March 2026 quarter—slightly down by 10.8% from 
March 2025  and  31.4% from the December quarter 
2025. Although declining, the import bill continued to sub-
stantially exceed export earnings, thereby maintaining a 
sizeable trade deficit.  
Overall, the external goods balance continued to be char-
acterized by a significant gap between imports and ex-
ports, reflecting Timor-Leste’s persistent dependence on 
imported goods and the volatility of export revenues.  

 
I.3.1.2. Service Account  

The services account recorded a deficit of US$22.6 mil-
lion in the March 2026 quarter, representing a substantial 
improvement compared with the US$84.8 million deficit 
registered in the December 2025 quarter. However, rela-
tive to the corresponding quarter of 2025, the deficit re-
mained significantly higher. As illustrated in Chart 6, 
movements in both services exports and imports shaped 
the overall balance during the quarter.  
Services exports declined by 21.4% quarter-on-quarter, 
falling to US$38.6 million, primarily due to lower receipts 
from transportation, telecommunications, travel, and oth-
er business services. At the same time, services imports 
decreased more sharply, contracting by 54.3% to 
US$61.3 million. The reduction in imports was broad-
based and reflected lower expenditures on travel, finan-
cial services, maintenance and repair services, transpor-
tation services, and other services.  

 

I.3.3. Primary Income Account  

In the March 2026 quarter, the primary income account 
recorded a Deficit of $74.5 million, \marking a sharp re-
versal from the $35.9 million surplus in the December 
2025 quarter and substantial deterioration relative to the 
same period in 2025. The quarterly decline was mainly 
driven by a steep in investment income, with net inflows 
falling by 293.7% to $5.9 million, compared with $136.2 
million in December 2025. Chart 7 illustrated the evolu-
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tion in primary income from the fourth quarter of 2019 to 
the first quarter of 2026.  

 

I.3.4. Secondary Income Account  

In the March quarter of 2026, the secondary income ac-
count registered a surplus of US$52.3 million, reflecting a 
strong improvement from the previous quarter and more 
than doubling the level observed a year earlier. This expan-
sion was driven by a notable strengthening in transfer in-
flows, which rose to US$76.1 million, alongside a decline in 
transfer outflows to US$23.8 million. Inflows increased by 
33.8% quarter-on-quarter and 31.2% year-on-year, while 
outflows fell by 16.4% and 27.0%, respectively. The com-
bined effect of rising inflows and reduced outflows signifi-
cantly reinforced the secondary income surplus, thereby 
providing meaningful support to the overall current account 
position during the quarter. .  

 

II. Monetary and Banking Sector Development 

II.1. Monetary Base 

 In the March quarter of 2026, the monetary base expanded 
by 5.0% year-on-year (y-o-y), reaching US$280 million, de-
spite a 3.0% quarter-on-quarter (q-o-q) contraction from De-
cember 2025. This annual increase was primarily driven by 
higher commercial banks’ reserve balances held at the cen-
tral bank, which rose by 4.0% y-o-y to US$242 million, alt-
hough they declined slightly by 1.0% q-o-q. Meanwhile, cur-
rency in circulation increased more markedly, rising by 
10.0% y-o-y and by 0.5% q-oq, reaching US$37.7 million. 

Overall, developments in the monetary base were largely 
shaped by movements in bank reserves, complemented by 
a steady upward trend in currency demand. 

 

II.2. Money Supply 

As of the March quarter of 2026, broad money (M2)—the 
most comprehensive measure of money supply in Timor-
Leste—stood at approximately US$1,326 million, reflecting 
an increase of 5.0% quarter-on-quarter and 14.0% year-on-
year. The annual expansion was mainly supported by growth 
in net credit to the government, which contributed signifi-

cantly to monetary expansion despite the absence of direct 
government borrowing from the financial system. Additional 
support came from continued expansion in private sector 
credit, which reached US$661.4 million, rising by 10.0% 
year-on-year, although remaining broadly stable on a quar-
terly basis.  

Among M2 components, transferable (demand) deposits 
remained a key driver, increasing to US$587 million, up 
6.7% year-on-year, while exerting a modest negative contri-
bution to overall M2 growth dynamics. In contrast, time and 
savings deposits recorded robust growth of 21.0% year-on-
year, alongside a 15.0% quarterly increase, indicating 
stronger preference for interest-bearing assets. Currency in 
circulation also expanded, rising by 10.2% year-on-year and 
0.6% quarter-on-quarter. Overall, monetary developments 
reflected sustained liquidity growth, underpinned by both 
deposit expansion and steady credit dynamics.  
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II.3. Net Foreign Assets 

In March 2026, the net foreign assets (NFA) of the banking 
system declined by 4.9% quarter-on-quarter to US$2,118 
million, reflecting a contraction driven by lower claims on 
nonresidents and higher external liabilities. Claims on non-
residents fell by 2.1%, while liabilities rose sharply by 20.8%, 
resulting in a weaker external position during the quarter. 

On an annual basis, however, NFA increased by 6.9%, sup-

ported by stronger external asset positions across both the 

central bank and other depository corporations. The NFA of 

other depository corporations rose by 10.4%, while the cen-

tral bank’s position edged up by 0.3%, underpinned by higher 

claims on nonresidents. Despite the quarterly setback, sus-

tained accumulation of external assets contributed to an 

overall strengthening of the banking system’s external posi-

tion over the year. 

 

II.4. Banking System Credit to the Economy 

In March 2026, private sector credit remained broadly stable 
at US$661.4 million, showing no quarterly growth and a mod-
erate 9.9% annual increase. Credit expansion was primarily 
driven by the construction and trade and finance sectors, 
both of which recorded solid gains supported by sustained 
investment activity. Trade and finance, in particular, posted 
robust annual growth of 52.6%, despite a marginal quarterly 
contraction. 
By contrast, several sectors registered notable declines. Agri-

culture, water, and forestry contracted sharply, while industry 
and manufacturing also declined on both quarterly and annu-
al bases. The transport and communication sector exhibited 

marked volatility, expanding strongly in the quarter but re-
maining significantly lower year-on-year, indicating uneven 
borrowing patterns. Similarly, tourism and services contin-
ued to weaken, reflecting subdued sectoral activity. 
In terms of credit composition, individuals and other bor-

rowers accounted for the largest share at 48.4% of total 
credit, followed by construction (22.5%) and trade and fi-
nance (22.1%). The remaining share was distributed across 
transport and communication (2.7%), tourism and services 
(3.0%), and industry and manufacturing (1.0%), while sec-
tors such as agriculture, water, and forestry represented a 
marginal portion of total lending. 
 
II.5.  Commercial Banks Interest Rate 
 
In March 2026, the average lending rate on private sector 
credit continued its gradual downward adjustment, declin-
ing to 10.3%, compared with 10.5% in March 2025. In con-
trast, the average deposit rate remained broadly un-
changed at 0.53% over the same period. 
As a result, the interest rate spread narrowed slightly to 
9.8%, down from 10.0% a year earlier, indicating a modest 
easing in intermediation margins. Nevertheless, the spread 
remains relatively elevated, reflecting persistent structural 
factors in the banking sector, including limited competition 
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and high perceived credit risk. Overall, while monetary trans-
mission appears to be gradually improving, the banking sec-
tor continues to exhibit a wide margin between lending and 
deposit rates. 
 
II.6.  Development of Banks’ Assets and Liabilities 

As of March 2026, total banking system assets expanded 
moderately by 33.4% year-on-year, reaching USD 2,933 mil-
lion, compared with USD 2,198 million in March 2025. Asset 
growth was mainly supported by a strong increase in loans 
(78.1%), fixed assets (40%), and other assets (179%), along-
side a rise in placements with other banks (26.8%). In con-
trast, investments and placements with foreign banks de-
clined by 64% and 11.1%, respectively. 
Placements with foreign banks continued to represent the 
largest share of total assets, accounting for 63.7% of total 
assets, followed by loans and advances (22%), cash and 
balances with the BCTL (9.8%), investments (1.7%), fixed 
assets (0.8%), and other assets (2%). The non-performing 
loan (NPL) ratio edged up slightly to 2.7%, from 2.3% in the 
previous year. 
On the liabilities side, deposits remained the dominant fund-
ing source, accounting for 65.5% of total liabilities. Overall 
liabilities increased by 16.8% to $2,933 million, supported 
by substantial rise in  capital (114.6%), commercial bank 
debt (19.5%) and current liabilities (16.7%) and other liabili-
ties (4.4%), including sundry liabilities (146.9%). These in-
creases were partially offset by declines in liabilities to the 
central bank (-66.9%). Consolidated net income of the bank-
ing system increase by 19% year-on-year to $12.9 million. 
This increase was driven mainly by 71.5% an increase in 
interest income and 63.2% increase in non-interest income 
and 98.7% increase  in extraordinary income. However, total 
annual expenses increase significantly by 137.9%, reflecting 

higher non-interest expenses (348.6%), operating expens-
es (107.4%),  income tax provisions (38.5%), and extraordi-
nary expenses ( 54.2%).  
 
III. Public Finance 

From January to March 2026, total domestic revenue 

amounted to US$46.8 million, while government expendi-

ture reached US$282.9 million, corresponding to an execu-

tion rate of 11.6% (excluding obligations). Overall, fiscal 

operations during the period reflect a substantial gap be-

tween revenue mobilization and expenditure commitments.  

3.1. Revenue 

Between January and March 2026, total revenue collection 

reached US$46.8 million, primarily supported by income 

tax receipts, which accounted for the largest share at 

US$38.1 million. This was followed by taxes on commodi-

ties (US$4.3 million), other revenues (US$2.4 million), oth-

er taxes (US$0.6 million), and a marginal contribution from 

services tax (US$0.03 million). Overall, revenue perfor-

mance during the quarter was heavily concentrated in in-

come taxation.  

 

3. 2. Expenditure 

During the period January to March 2026, total govern-

ment expenditure amounted to $282.9 million, correspond-

ing to an execution rate of 11.6% (excluding obligations). 

Spending was dominated by recurrent outlays, particularly  

transfer payments, which reached USD 144.7 million, fol-

lowed by salary and wage ($104.4 million), goods and ser-

vices ($25.4 million), and capital development expenditure 

($8.4 million).  

In terms of execution, salary and wages recorded the high-

est execution rate at 21.5%, followed by public transfer 

(16.1%), goods and services (4.5%), and capital develop-

ment expenditure (1.8%). 

Overall, expenditure composition remained heavily concen-

trated toward recurrent spending, with transfer payments 

accounting for 51.2% of total expenditure and salary and 

wages 36.9%, while capital development expenditure only 
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represented only 3%, underscoring the limited share of de-

velopment-oriented spending within the fiscal structure. 

 

IV. Economic Development in Timor-Leste  

IV.1. Inflation rate 

The annual inflation rate, in March 2026, stood at 0.8%, 
slightly below 1.0% in the December quarter of 2025, and 
unchanged from the same period in 2025. Inflationary pres-
sure were primarily driven by food prices, where inflation 
reached 0.78%, while non-food prices recorded a slight de-
flation of 0.10%. 

On an annual basis, food inflation increased to 3.0% in 
March 2026, up from 2.0% in the December quarter of 
2025, but remained above the 1.3% recorded in March 
2025. The increase in food prices was primarily driven by 
higher prices in key categories, including bread and cereals 
(2.7%), vegetables (11.0%, down from 14.0%), oils and fats 
(5.1%, down from 6.0%), mineral water and soft drinks 
(10.1%, up from 7.0%), fruits (1.5%, down from 1.9%), cof-
fee, tea and cocoa (2.7%, up from 1.9%), and fish and sea-
food (0.5%, up from –0.6%). However, price declines were 
observed in several food categories, including rice (–4.8%), 
sugar, jam, honey, chocolate and confectionery (–6.1%), and 
milk, cheese and eggs (–2.2%). 

Overall,  inflation dynamics during the period were character-
ized by moderate price stability, with food prices remaining 
the principal source of inflationary pressure.   

 

 

IV.2. Tourism.  

Between March 2025 to March 2026, the tourism sector 
experienced strong expansion, followed by a moderation in 
early 2026 after exceptionally rapid growth recorded during 
2025. Tourist arrivals increased sharply from 9,272 visitors 
in March 2025 to 22,766 visitors in June 2025, reflecting 
a quarterly growth of 145.5%. Momentum continued in 
September 2025, with arrivals reaching 32,399 visitors 
(42.3% quarterly growth), before stabilizing at 32,611 visi-
tors in December 2025, when growth moderated signifi-
cantly to 0.7%. On an annual basis, arrivals in December 
2025 increased by 345.6% underscoring a strong post-
base effect rebound. In March 2026, tourist arrivals de-
clined to 24,930 visitors, recording a quarterly contraction 
of 23.6%. The decline likely reflected seasonal factors and 
normalization following the exceptionally rapid growth ob-
served during 2025. Despite this decline, annual growth 
remained strong at 168.9%, indicating that tourism activity 
continued to perform substantially above the level record-
ed in March 2025. 

  

 

IV.3. External Debt Development 

Total outstanding external debt increased by US$22.4 mil-

lion (8.3%) to US$293.5 million in March quarter of 2026, 

representing 16.% of projected non-oil GDP in 2026, com-

pared with $271.1 million recorded in the corresponding 

quarter in 2025. There is significant proportion of this out-

standing external debt that dominated by multilateral credi-

tors, accounting for 64% of the total debt. This outstanding 
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external debt already accounted for repayment of principal 

and interest paid (commitment charge) of $68 million and 

$44 million, respectively. 

 

IV.4. Export and import 

From January to March 2026, non-oil goods exports rose 
significantly to USD 10.2 million, recording a year-on-year 
increase of 152.5%. Coffee remained the main export com-
modity, contributing more than 90% of total merchandise 
exports, highlighting the country’s continued reliance on a 
single commodity. Australia was the largest export destina-
tion, accounting for 35.6% of total exports, followed by Indo-
nesia (28.5%), Mexico (13.6%), Japan (8.2%), the People’s 
Republic of China (4%), Taiwan(3.9%), New Zealand (2.3%) 
and Singapore (2%). 

 During the same period, merchandise imports decreased by 
3.8% year-on-year to USD208.9 million, compared with USD 
217.2 million in the first quarter of 2025. Import demand 
remained concentrated in a few categories, led by mineral 
fuels, which accounted for 16.6% of total imports, followed 
by vehicles (13.1%), nuclear reactors and machinery (7.9%), 
cereals (6.9%), and electrical equipment (4.8%). Other nota-
ble import categories included cereal preparations (3.7%), 
meat (3.3%), salt (3.%), articles of iron and steel (2.5%), and 
iron and steel products (2.2%).  
Overall, the external trade sector was characterized by strong 
growth in non-oil exports, driven largely by coffee, alongside 

a modest decline in imports, although the export base re-
mained highly concentrated and import dependence con-
tinued to be substantial.  

 

IV.5. Remittances 

Labour migration continues to play a crucial role in support-
ing household incomes and domestic consumption through 
remittance inflows from Timorese workers abroad. In the 
March 2026 quarter, worker remittances amounted to 
US$50.5 million, representing a robust 55.7% increase 
year-on-year, although declining modestly by 6.1% com-
pared with the December 2025 quarter. 

The United Kingdom remained the largest source of remit-
tances, contributing 40%of total inflows, followed by Aus-
tralia (35%), South Korea (8%), Ireland (2%), and other 
countries. Despite maintaining its leading position, the 
United Kingdom’s share has gradually declined over time, 
while Australia’s contribution has increased steadily, re-
flecting the growing presence of Timorese workers in the 
Australian labour market. 

These developments highlight the increasing importance of 
Australia as a destination for migrant workers. The sus-
tained growth in remittance inflows continues to provide 
important support to household welfare, private consump-
tion, and the country’s external sector. 
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 Annex: Monetary and Balance of Payments Statistics 


