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EXECUTIVE SUMMARY

The Sierra Leone economy has continued to recover in 2012 from the financial and
economic crisis of 2009. Real gross domestic products (GDP) estimates show that the
economy grow by 15.2 percent in 2012, which is a leap compared with 5.8 percent growth
rate recorded in 2011. These accelerated growth rates are supported mainly by the
production of iron ore as well as efforts in the agriculture and service industries. As an open
economy, Sierra Leone trades both in goods and services with other countries. This means
that the country is open to inflows and outflows of financial and fixed capital investment,
with large dependence on imports of both capital or investment and consumption goods.
Primary commodities are the main source of foreign exchange for the country. In 2010, the
Balance of Payments of Sierra Leone continued to be characterized by a high current
account deficit, mainly caused by the persistently low level of exports compared to
imports. However, compared to the previous periods, current account deficit has marked a
decline. Besides the decrease in imports, the lower current account deficit is also
attributed to the higher deficit in the services account. A sharper decline is recorded in
current transfers due to the lower inflows in remittances.

The current account deficit has narrowed from (Le8, 370,818) million Leones 2011 to (Le4,
921,448) million Leones in 2012. A 41.21 percent decline. This recorded a 29.90 percent of
GDP in 2012 as against 65.64 percent GDP of the previous year. The most important factor
contributing to the softening of current account deficit are remittances. Remittances
increased (Le130, 222) million Leones in 2010 to (Le161, 210) million Leones in 2911. The
current account deficit also emanates from the high level trade deficit. In 2011, trade deficit
stood at (Le5, 417,734) million Leones (42.47 percent of GDP) compared to 2010 (Le2,
059,304) million Leones (20.08 percent of GDP).Regarding services, receipt from services
recorded a deficit of (Lel, 196,697) million Leones. In 2011 (9.38 percent of GDP) to (Lel,
516,944) million Leones, a (9.22 percent of GDP). Current transfers recorded amount of
(Le1, 087,408) million Leones in 2011 (about 8.53 percent of GDP) as against (Lel, 026,572
in 2012 million Leones (a 6.24 percent in GDP). The capital and financial account continues
to have a positive balance. In 2011, this balance reached (Le8, 325,619) million Leones
(65.27 percent of GDP), a 36.14 percent higher than 2012, which recorded a total amount of
(Le4, 791,701) millions Leones, which is about 29.13 percent of GDP. Due to the very large
increase of imports in 2011, the balance of trade deficit more than tripled, from $429.9
million in 2010 to $1.367 billion in 2011. This represents a significant widening of the
balance of trade deficit from 16.8 percent of GDP in 2010 to 46.8 percent of GDP in 2011.
The sharp increase of the balance of trade deficit could be considered as a one-off event,
given the surge in imports related to mining activity, which is expected to stabilize and at
the same time lead to substantial increase in exports (and thus reduce the balance of trade
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deficit) in the coming years. As Sierra Leone continues to make progress in its stabilization
program as evidenced by the strong macroeconomic performance coupled with the full
liberalization of trade and other key markets, export diversification and reduction of
government expenditure, the current account deficit has continued to widen. The deficit
deteriorated from (Le 1,141,924m) in 2009 to (Le 2,358,960m) in 2010, equivalent to 13.74
percent as a ratio to the country's GDP, this was as a reflection mainly the contraction in
foreign direct investments (FDI). However, the overall balance registered deficit of (Le45,
200) million Leones in 2011 (0.35 percent of GDP) to (Le129, 747) millions Leone in 2912 (a
0.79 percent of GDP). Sierra Leone's BOP continues to be highly financed by donor
assistance and other multilateral sources. Data collected from Bank of Sierra Leone (BSL) are
used for this balance of payment compilation. On a year-on-year basis, broad money grew
by 21.6 percent at end December 2011 compared to 32.7 percent at end 2010. Broad
money growth was, however, higher than projected growth rate of 11.7 percent under the
External Credit Facility (ECF) programme with the IMF. Similarly, reserve money growth
slowed down to 13 percent in 2011 compared 34.6 percent in 2010 but remained higher
than the projected growth rate of 4 percent under the programme. The main source of
monetary growth in 2011 was the expansions in Net Foreign Assets of the banking system,
by 24.8 percent. Foreign assets of the Bank of Sierra Leone increased by 13.8 percent from
Lel1.458 trillion as at end of December 2010 to Lel.661 trillion as at end December 2011,
which more than outweighed the 8.7 percent increase in foreign liabilities. The increase in
the foreign assets of the BSL was accounted for by the increase in the foreign inflows
including external support. The stock of outstanding external debt at the end of 2011 stood
at $868.5 million (or Le 3.8 trillion). This was an increase of 9.8 percent (or 14.5 percent in
Leone terms) over 2010. Total external debt at the end of 2011 was equivalent to 29.9
percent of GDP, which is relatively less than the 2010 level of external debt which stood at
32.7 percent of that year’s GDP. About 61.7 percent of the stock of external debt at the end
of 2011 was owed to multilateral creditors, including the World Bank, IMF, African
Development Bank, and others. This amount ($536.2 million) represented a 10.3 increase
over the 2010 multilateral debt stock. The fastest-growing component of external debt in
2011 was that owed to bilateral creditors, originating in such places as India, China, Kuwait,
and Saudi Arabia, which in total grew by 42.7 percent to $104.3 million by the end of the
year. Bilateral debt accounted for 12 percent of external debt in 2011. An estimated 26.3
percent of the external debt stock, or $228 million, was owed to commercial creditors. This
was a 1.5 percent drop from 2010’s levels, showing Government’s attempts to address the
level of commercial debt through goodwill payments to commercial creditors. Debt relief
under the Heavily-Indebted Poor Countries (HIPC) Initiative in 2011 amounted to $5.6
million, but this initiative is projected to terminate in 2012.
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1.0 INTRODUCTION

Statistics Sierra Leone (SSL) is responsible for the compilation and dissemination of Sierra
Leone’s macroeconomic statistics as empowered by the Statistics Act 2002. However, there
is a memorandum of understanding signed between Statistics Sierra Leone (SSL) and Bank of
Sierra Leone (BSL), the latter delegated with powers to collect, compile and disseminate
monetary and external sector statistics. The balance of payments (BOP) is one of Sierra
Leone’s key macroeconomic statistics, which endeavors to measure the economic
transactions between Sierra Leone residents and the rest of the world. Economic
transactions in the balance of payments include:

e Exports and imports of goods;

e Exports and imports of services;
e Income flows

e Transfers; and

e Financial flows.

This publication aims at providing a comprehensive understanding of the following issues in
Sierra Leone’s BOP:

e The underlying conceptual framework;
e (Classification of transactions; and
e Data sources and methods.

Given the constantly evolving economic environment, this publication will continuously be
revised when the need arises and the users/readers will be kept abreast of changes to data
sources and methods that will be reported from time to time.

|
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2.0 CONCEPTUAL FRAMEWORK

2.1

2.2

Definitions

Balance of Payments

The balance of payments is a statement that provides a record of economic
transactions of a particular country with the rest of the world. Despite the
connotation, the balance of payments is not concerned with payments, as that term
is generally understood, but economic transactions. A transaction itself is defined as
an economic flow that reflects the creation, transformation, exchange, transfer, or
extinction of economic value and involves changes in ownership of goods and/or
financial assets, the provision of services, or the provision of labor and capital.

The BOP is a statistical statement that comprises transactions between residents and
non-residents during a period. It consists of the goods and services account, the
primary income account, the secondary income account, the capital account, and the
financial account. The different accounts within the BOP are distinguished according
to the nature of the economic values provided and received, under the double-entry
system of accounting in the BOP.

The BOP covers a wide range of economic transactions which include:

e Transactions in goods, services, income and current transfers (which are
shown in the current account); and

e Capital transactions, such as capital transfers, and financial transactions
involving claims on and liabilities to nonresidents (these categories of
transactions are shown in the capital and financial account).

Double-entry system

Conceptually, any economic transaction recorded in the BOP has two sides: where
something of economic value is exchanged for something of equal value. The double
entry-recording system in the BOP reflects this. When an economic value is provided
a credit entry is made, and when an economic value is received a debit entry is
made. Credits (+) in the BOP statement represent exports of goods and services,

2
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2.3

income and transfers receivable, reductions in the financial assets abroad, and
increases in liabilities to nonresidents. Debits (-) represent imports of goods and
services, income and transfers payable, increases in financial assets abroad, and
reductions in liabilities to nonresidents. Every credit in the balance of payments has
a counterpart debit and vice versa. For example, an export (credit) has a counterpart
(debit) financing item (usually an increase in a financial asset). Similarly, an import (a
debit) has a counterpart (credit) financing item, which is usually either an increase in
a liability to a nonresident or a reduction in a financial claim on a nonresident (both
of which are recorded as credits in the balance of payments).

Concepts of territory and residence

The concept of residence is an important attribute of an entity in the balance of
payments. It is not based on nationality or legal criteria but on center of economic
interest or closer association. In compiling the Sierra Leone balance of payments, the
Sierra Leone economy is seen as comprising economic entities that have a closer
association with the economic territory of Sierra Leone than with any other territory.
Such economic entities are described as residents of Sierra Leone. Any economic
entity, which is not regarded as a resident of Sierra Leone, is described as a
nonresident. Sectors of the economy are composed of two types of resident entities:
households and legal and social entities. To have a closer association with the
territory of Sierra Leone than any other country implies that the entity is already
engaged in economic activities and transactions in the country on a significant scale
for a period of one year or more, or intends to do so. The conduct of economic
activities over a period of one year normally implies a center of interest. The one-
year period suggested in the balance of payments manual is only for guidance and
not as an inflexible rule. The following are residents of their home economies even if
they were to stay out or work outside for periods longer than a year:

Travelers or visitors, seasonal workers, border workers, staff of international
organizations locally recruited staff of foreign embassies and consulates and crews of
ships, aircraft, or other mobile equipment operating partly or wholly outside the
economic territory. However long they study abroad, students are treated, as
residents of their countries of origins so are medical patients.

Sierra Leone’s economic territory is defined to include geographic territory
administered by government, includes islands that belong to Sierra Leone, airspace,
and waters. It also includes its territorial enclaves abroad holding embassies,
consulates, military bases etc. whether owned or rented by Sierra Leone
governments with the formal political agreement of the countries where they are

3
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2.4

2.5

2.6

located. Similarly foreign enclaves located in Sierra Leone are excluded from Sierra
Leone’s economic territory.

Valuation

In order for the BOP data to be useful in analysis, and to provide meaningful
indicators, it is important that the BOP statistics carry values that have economic
meaning. It is also important that given the double entry accounting system used
that a uniform valuation is used. In addition, the uniform valuation is necessary to
sum different types of transactions on a consistent comparable basis. It is also
important for the purposes of comparing statistics from different countries that the
internationally recommended standards and practices are adopted.

According to the recommended standards and practices the basis of transaction
valuations is generally actual market prices4 agreed upon by transactors. (This
practice is consistent with that of the SNA). Market prices are the amount of money
that a willing buyer pays to acquire something from a willing seller, when such an
exchange is between independent parties and involves only commercial
considerations.

Unit of Account

The compilation of the BOP is complicated by the fact that the values of transactions
in real resources and financial items may be expressed initially in a variety of
currencies or other standard value. The conversion of these values into a reference
unit of account is a requisite for the construction of consistent and analytically
meaningful statements. Further it is important that the unit of account is stable for
ease of analysis of BOP developments and that unit of account should also be
familiar to most users of the BOP statistics.

In Sierra Leone, the US dollar is the unit of account used for BOP purposes. And in
accordance with the principles defined in the BPM5 and in the SNA, the exchange
rates used for conversion of BOP entries from the various transaction currencies are
the market rates prevailing on the transaction dates. In cases where the market rates
are not available or when aggregated transactions are collected for a period of time,
average mid rates for that particular period are applied.

Time of recording

In the BOP, transactions are recorded when economic value is created, transformed,
exchanged, transferred or extinguished. Time of recording is governed by accrual

4
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accounting. Claims and liabilities arise when there is change in ownership. The
change in ownership may be a legal one or a physical or economic one involving
control or possession. Both sides of the transaction should be recorded
simultaneously. However due to the practice of getting data from different sources,
time of recording will reflect the practices of the different sources.

Change of ownership is taken to have occurred when legal ownership of goods
changes, when services are rendered and when income is accrued. In case of
transfers imposed on one party by another such as taxes or fines, recording should
ideally be done at the time when the underlying transactions or other flows occur
which give rise to the liability to pay. Other transfers should be recorded when
goods, services etc. change ownership.

For financial transactions, change of ownership takes place when transactions are
entered into the books of the transactors. This is the time when a foreign financial
asset or liability is acquired, relinquished by agreement, sold or repaid. The
commitment or pledging of an asset does not constitute an economic transaction
and no entry should be shown. Likewise, the entries for loan drawings should be
based on actual disbursements and not on commitments or authorizations. Entries
of loan repayments should be recorded at the time they are due.

In Sierra Leone, like elsewhere, trade statistics are generally based on customs
documents. This might not be the time of change of ownership but is perceived to be
the best practical approximation. As for services, some transactions are recorded
when the services are rendered while others are recorded when payments are
made. Freight and insurance services on imports are usually recorded in the balance
of payments after services are rendered. For investment income, official interest is
recorded on accrual basis while those of commercial banks and the privates sector
are recorded on cash basis. Dividends which should be recorded as of when they are
payable, do not reflect the actual payments but an estimate for any given period.
Reinvested earnings are assumed to be recorded in the periods when earned.
According to the BOP manual, transactions in financial items are considered to have
taken place when both creditor and debtor have entered the claim and liability,
respectively in their books. In Sierra Leone, official loan drawings are recorded when
actual disbursements are made and loan repayments are recorded when due for
payment. Loan repayments not made are recorded as if made and contra entries are
recorded for replacements. Private loan disbursements and repayments are
recorded when actual disbursements and repayments are made.

5
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3.0 CLASSIFICATION SYSTEM

3.1

Balance of payments statistics must be arranged within a coherent structure to
facilitate their utilization and adaptation to multiple purposes which include policy
formulation, analytical studies, projections, bilateral comparisons, regional and
global aggregation. The structure and classification of the BOP standard components
reflects conceptual and practical considerations. It's developed after taking into
consideration the views expressed by national BOP experts and the requirement to
harmonize concepts, definitions and classifications with other IMF statistical systems
(especially the System of National Accounts 1993 (SNA)). The determination
(classification) of standard components (also) reflects the separation of components
that exhibit different economic behavior, are important in several countries, readily
collectable.

The standard components consist of two main groups of accounts namely: the
current account and the capital and financial account. Transactions in the current
account include trade in goods and services, income and current transfers. Within
the capital and financial account are recorded capital transfers and the acquisition or
disposal of non-produced, non-financial assets and the financial assets and liabilities
recorded in the financial account.

However some items/components of Sierra Leone’s balance of payments in the
financial account are regrouped for analytical purposes as indicated in the table

below:

The Bop comprises of two main sub-accounts;

(i) the current account, which deals with trade in goods and services, and
transfers,
(ii) the capital account, which records transactions in assets and liabilities. The

sum of the balances on the two accounts, after allowing for errors and
omissions, is equal to the overall balance.

Current Account

The current account of the Bop records all international flows of goods and services,
as well as transfer payments. This account comprises of both visible and invisible
items. The visible flows constitute trade in goods, whereas, invisible flows include

6
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3.2

services such as insurance, transportation, banking, tourism and many others.
Invisible trade also includes payments for overseas embassies and military bases,
interest, profit and dividends from overseas investments. The difference between
visible exports and imports is known as the trade balance or visible balance, while
the difference between invisible exports and imports is called the invisible balance.

In most developing countries, the trade balance is the most important. Thus, the
sum of the trade balance, balance on invisible items and transfer payments gives the
current account balance. In practice, it is usually common to consider one account of
the Bop as an indicator of the performance of the country's Bop. Most studies have
traditionally focused on the current account or trade balance as an indicator in this
respect. Notably, the trade balance is by far the largest component of Uganda's
current account. In fact, fluctuations in the trade account are the primary cause of
the movements on the current account. A deficit on the current account of a nation
means that more goods and services have been imported into the nation than have
been sold abroad, while a surplus on the same account means more goods and
services have been exported than imported. A current account deficit is also defined
as the difference between national savings and investments. Therefore, a deficit can
emerge from either a fall in savings or an increase in investments. In this regard, the
sustainability of a given current account deficit will be affected by its source. For
example, a deficit that is accompanied by high investment rates is considered to be
less problematic compared to one associated with a fall in savings. This is because
high investments lead to increased productivity and growth in export earnings that
will be available to finance the external debts. However, high investment rates could
widen the current account deficit in the short-term through increased demand for
imported inputs, but if the investments turn out to be profitable; no major problems
will be created in the long run. A related issue is the relationship between the rate of
economic growth and the current account balance. Large current account deficits
may be more sustainable if economic growth is high. High GOP growth tends to lead
to higher investments and increased net capital inflows as expected profitability
increases.

Capital Account

The capital account records purchases and sales of assets, such as stocks, bonds, and
land, other than the official reserve assets. A capital account can also be divided into
two separate parts: (1) the transactions of the private sector and (2) official reserves
transactions, which correspond to the central banks activities. The capital account
measures the change in the net stock of all non reserve financial assets. Financial
reserves are excluded because they do not reflect changes in the market forces, but
rather changes in government policy. The outflows of money from one country to

7
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3.3

buy stocks and shares abroad and inflows of resources into the country as foreigners
buy factories and shares is recorded as net investment. Therefore, the sum of all
items from net investment and other net transactions in financial assets represents
the net inflows on the capital account. If a country runs a deficit in its current
account, or spends more abroad than it receives from sales to the rest of the world,
the deficit needs to be financed by selling assets or foreign borrowing. The sale of
assets or borrowing implies that the country is running a surplus on the capital
account. Thus, a current account is of necessity financed by capital inflows, such
that; current account deficit plus the net capital inflows equals zero. A current
account deficit can also be financed by running down the official international
reserves of the concerned country. However, this alternative has limitations since
countries are obliged to hold a certain level of reserves with the Fund. Therefore, in
the long run, governments could address Bop imbalances by reducing import
demand or expansion of exports.

Generally, persistent Bop deficits are not desirable and are an indication of
macroeconomic problems in the concerned economy. For example, a deficit
indicates that a country's import bill and its long-term commitments to the rest of
the world (private or public or both) have exceeded its capacity of meeting those
obligations through foreign exchange earnings from the national exports and other
inflows. Such a situation puts the country into a fundamental disequilibrium, which
necessitates seeking for foreign borrowing. However, inflows of foreign loans
constitute a claim on the country's foreign reserves and if the deficit persists, all the
country's foreign reserves may be depleted, which could lead to loss of confidence,
as the country is declared unable to repay its foreign debts. Therefore, the Bop
imbalances need to be corrected in order to restore equilibrium in the external
sector and to achieve internal macroeconomic stability.

Financial Account

The financial account reflects net acquisition and disposal of financial assets and
liabilities during a period. The transactions under financial account appear both in
the BoP and in the integrated IIP statement owing to their effect on the stock of
assets and liabilities.

The sum total of net transactions under the current and capital account represents
net lending (surplus) or net borrowing (deficit) by the economy from the rest of the
world, which is reflected in the financial account as net outflow or inflow of capital.
Thus, the financial account shows how the net lending to or borrowing from the rest
of the world has occurred. Conversely, it shows how the current account surplus is
used or the current account deficit is financed. The financial account together with
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3.4

3.5

the “other changes account” explains the change in the IIP between the beginning
and end-periods.

Net Errors and Omissions

While BOP accounts are, in principle, balanced, imbalances may occur in practice on
account of imperfect compilation procedures and different data sources. This
imbalance, a usual feature of BOP statistics, is termed “net errors and omissions”
and is identified explicitly in the BOP statement. Net errors and omissions in simple
terms are derived residually as the difference between total of receipts and
payments (both current and capital together with the financial account). Therefore,
a positive value of net errors and omissions indicates any or all of the following:

(i) the credit transactions (current or capital or both) are understated;
(ii) the debit transactions (current or capital or both) are overstated,;
(iii) the net increase in assets in the financial account is overstated;

(iv) the net increase in liabilities in the financial account is understated.

In the case of a negative value of net errors and omissions, the opposites of the
above would hold. The size and trends of net errors and omissions provide useful
insights into the accuracy of data sources in terms of coverage and reporting, as well
as accounting methods. The number of errors and omissions should not be too large,
as this raises questions about the quality and reliability of BOP data. Furthermore,
BOP statistics with a high number of errors and omissions may fail to serve as useful
input to policy making, since it implies that the values of certain transactions are not
appropriately captured and, therefore, they are not representative. A higher order of
errors and omissions are also said to be the consequence of flight of capital as they
arise essentially due to mis-invoicing of trade transactions. It follows that in
principle, under a double-entry accounting system, the sum of the credit and debit
entries must be zero. However, in practice, some transactions are not measured
accurately (i.e. errors) and some are not measured at all (i.e. omissions). Data
sources used to compile the BOP accounts often measure credit and debit sides from
different data sources and may not always do so consistently. To restore the equality
of credit and debit entries, a net errors and omissions item is included in the balance
of payments accounts. The item net errors and omissions is equal to the sum of all
other lines in the account, with the algebraic sign reversed.

Transfers

In most transactions recorded in the balance of payments, a certain value (goods,
services, financial or nonfinancial assets) is exchanged for goods, services, financial
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3.6

3.7

3.8

or non-financial assets of identical value. In these cases it is easy to register both
sides of the exchange in the statistics in accordance with the principle of the double-
entry system since the instruments that change ownership are known. In some
instances, however, no exchange occurs in a transaction because the transfer of a
certain asset occurs without any compensation. Business events of this type are
recorded under transfers in the balance of payments. A transfer is classified as
current if the underlying economic value is a good (e.g., food aid) or service (e.g.,
consultancy free of charge), i.e., it belongs in the current account, while if it is a
financial asset (e.g., debt forgiveness), it is considered a capital transfer. All
unrequited transfers that directly affect disposable income must be classified under
current transfers. Current transfers reduce the disposable income and consumption
possibilities of the donor country and increase the disposable income and
consumption possibilities of the recipient country.

Flows and stocks

The balance of payments accounts record flows and not stocks. The former, are
measured for a specific time period, whereas the latter are recorded at a point in
time, often end of the year. The table gives the classification of both the current and
the capital and financial accounts. Each of the broad categories is described briefly
below.

Income

This account covers income earned by Sierra Leone residents from non-residents and
vice versa. It covers compensation of employees and investment income.
Compensation of employees shown in Sierra Leone’s balance of payments comprises
salaries earned by expatriates on short term assignments in Sierra Leone. Currently,
our balance of payments does not capture the wages and salaries earned by Sierra
Leone working abroad. Investment income comprises income earned from the
provision of financial capital and income payments for financial capital received from
abroad.

Data is also not available on inflows of income from direct and portfolio investment
abroad.

Current Transfers

Transfers represent offsets to the provision of resources between residents and non-
residents with no quid pro quo in economic value. Current transfers are
distinguished from capital transfers, which should be included in the capital account.
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3.9

3.10

3.11

Current transfers consist of all transfers that directly affect the level of disposable
income and consumption. In the case of Sierra Leone’s balance of payments, current
transfers include grants in form of both cash and kind. Transfers are classified
according to the sector of the compiling economy and are divided into two main
categories: general government and other sectors. Other sectors’ transfers are
divided into workers remittances and other transfers, which includes transfers to
Non-Governmental Organizations (NGOs), international aid agencies etc.

Direct investment

This refers to capital provided to or received from an enterprise by an investor in
another country. This could be an individual, enterprise, or a group of related
individuals or enterprises. In Sierra Leone, investment is termed direct if the
investor’s equity interest in an enterprise resident in the country is 10 percent or
more of the ordinary shares. Direct investment covers the initial transaction
between the two and all-subsequent transactions between them and among
affiliated enterprises both incorporated and unincorporated. Direct investment
transactions occurring abroad and in the reporting economy are sub-classified into
equity capital, re-invested earnings, and other capital (inter-company loans).

Portfolio investment

Portfolio investment covers transactions in equity and debt securities. The latter
comprise bonds and notes, and money market instruments. Estimates for portfolio
investment assets covers data obtained on offshore purchases of shares by
residents; and for liabilities, investment in equity securities falls under portfolio
investment if the investor’s equity interest is less than 10 percent of the ordinary
shares. Debt securities mainly comprise of investments by offshore investors in
treasury bills and treasury bonds in both the primary and secondary market. No data
is available on investment in treasury securities abroad.

Financial derivatives

This category refers to those financial instruments that are linked to a specific
financial instrument or indicator or commodity, and whose value is derived from the
price of the underlying item. In the case of Sierra Leone’s balance of payments,
financial derivatives are estimated from data on forward contracts and currency
swaps transactions between Sierra Leone residents and non-residents.
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3.12

3.13

3.14

Other investment

This is a residual category that captures transactions not classified under direct
investment, portfolio investment, financial derivatives or reserve assets. It generally
covers short- and long- term trade credits, loans (including loans associated with
financial leases); currency and deposits; and other accounts receivable and payable.
In the case of Sierra Leone’s balance of payments, which is presented in an analytical
format, use of fund credit (a financing item) is recorded below the line under
financing items and therefore does not appear under other investment.

Overall Balance

This is the sum of the current and capital and financial account transactions; and the
net errors and omissions.

OB = CAB + KAB - FAB + NEO
Where:
OB = Overall Balance

CAB Current Account Balance

FAB

Finance Account Balance

NEO = Net Errors and Omission

Reserves and Financing Items

As already mentioned above, Sierra Leone’s balance of payments distinguishes
between extraordinary and ordinary transactions. Financing items are shown
separately and these include:

Use of Fund Credit

Sierra Leone’s purchases of SDRs from the IMF and the repurchases (repayments) of
principal affect this item.

Reserve assets refer to those financial assets that are available to, and controlled by
the monetary authorities; in this case the reserves held by the Bank of Sierra Leone.
Reserve assets comprise monetary gold, special drawing rights (SDRs), country’s
reserve position in the fund and foreign exchange (currency, deposits and securities)
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3.15

3.16

held by the monetary authorities. In Sierra Leone’s balance of payments this item is
classified below the line under reserves and financing items.

Other financing items

Other financing items, also known as exceptional financing, include rescheduling of
existing debt, which involves replacing an existing contract with one that postpones
debt service payments. This affects payments of interest, amortization and could
cover arrears of interest or principal.

Arrears on debt servicing, can be either interest or amortization payments that are
past due.

Debt forgiveness or voluntary cancellation by an official creditor of all or part of a
debt specified by a contractual arrangement.

International Investment Position (lIP)

The International Investment position (IIP) is the balance sheet of the stock of
external assets and liabilities. The position at the end of a specific period reflects
financial transactions, valuation changes, and other adjustments all of which affect
the level of assets and/or liabilities, which occurred during the year. Returns from all
other institutions through the administered direct investment, portfolio investment,
and other investment survey questionnaires normally sent to them serve as the main
source of information. In addition to that is the official source from BSL (Reserve
Management Section).
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4.0 NATURE OF DATA SOURCES

4.1

4.2

4.3

Exports and Imports of Goods

Data for general merchandise trade come mostly from the foreign trade statistics
compiled by Statistics Sierra Leone (SSL). SSL officially compile foreign trade
statistics based on imports and exports documents from the Customs and Excise
Department (CED) which, in turn, uses the ASYCUDA (Automated System of Customs
Data) system. Data are broken down into merchandise & “non-merchandise” trade.
Merchandise trade, which is used in the BOP, excludes temporary exports/imports,
goods in transit, returnable containers, goods consigned to foreign embassies or the
military. Goods imported from companies that perform project under grants which is
recorded under non-merchandise import, is derived to be included in the BOP. Data
on equipment donated by international organizations (recorded as imports, contra-
entry to capital transfers) are derived from available information from donor
international organization (e.g., UN and other international agencies). Bank of Sierra
Leone served as a secondary data source for this write-up.

Services

Data on services are based mainly on administrative-based records, and available
data derived incidental to the survey of direct investment enterprises. Among the
sources of data are: the Immigration on the number of visitor arrivals and departure,
supplemented by Statistics Sierra Leone’s hotels survey on the number of tourist and
number of night spent; government records on the number of officials traveling
abroad and corresponding allowances, and other services (e.g., consultancy/
professional services) paid by the government to nonresidents; embassies of Sierra
Leone abroad; foreign embassies in Sierra Leone; and international organizations
located in Sierra Leone, specifically UN, for expenses spent by nonresident
internationals while in Sierra Leone. Administrative-based data are supplemented by
data coming from a survey of important direct investment enterprises.

Income

Compensation received by residents from nonresidents is estimated based on data
on the number of residents employed in international organizations and foreign
embassies located in Sierra Leone. There is also information on gross salaries of
nationals employed in a particular international organization in Sierra Leone. The
Ministry of Foreign Affairs, on the other hand, provides data on income paid to
nonresidents particularly by Sierra Leone embassies abroad.
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5.0 SIERRA LEONE BALANCE OF PAYMENTS AND
INTERNATIONAL INVESTMENT POSITION

Sierra Leone external sector performance during the years (2000-2012) was driven
largely by the worldwide economic crisis which continued in unabated. This poor
economic performance could be attributed mainly to the falling world demand and
exports prices, to local currency depreciation as against major international
currencies local currency against major international currencies and declining foreign
inflows and export volumes. Notwithstanding the deteriorating global economic
environment and its adverse effects on the external sector and growth however,
Sierra Leone external transactions with the rest of the world was remarkable with
the overall balance for the 2009 balance of payments estimates depicting a u-turn
from a deficit of (Le67,685m) reported for 2008 to a surplus of (Le12,333m) in 2009.
This was influenced by considerable improvement in the economy’s financing
capacity namely the current and capital account balances. During the period under
review, developments in the external sector were mixed. The period witnessed a
slight increase in the stock of external debt and a moderate depletion of the gross
external reserves, prompted partly by delay in the donor disbursements. The level of
foreign trade however expanded in 2012 relative to the preceding years. The trade
balance recorded a higher deficit over both periods, due to increased payments for
imports, which outweighed the growth in exports receipts.

Fig 1: Yearly trend trade levels of imports and exports.
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The figure depicts imports and exports of goods and services. The net exports in
2011 took a more than double trend from (Le1,628,867m) in 2011 to (Le 4,924,645)
in 2012, about 200 percent compared to 2010 (Le 1,413,978) which was only about
15 percent .The robust growth in exports receipts is spurred by earnings from the
mining subsector against a reduction in imports bills.

Import payments during the second half of 2010 dipped by a large margin. The

decline was mainly due to decreases in payments for consumer goods, intermediate
goods, manufactured goods and machinery & transport equipments.

Fig 2: Overall BOP
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The figure shows the overall balance of payments trend from 2000 to 2012. The bars
recorded high positive values for 2003, 2004, and 2005. Records shows that, in 2002,
there was a high jump from (LE 34,957m), to (LE 201,015m) in 2003. This recorded
over 400 percent difference. This trend continued to expand. In 2004, there was also
a jump from (LE 201,015m) 2003 to (LE 279,834m) in 2004. This registered a nearly
40 percent shift.
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Figure 3: CAB a % of GNI
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The figure depicts the relationship between current account balance (CAB) and the
gross national income (GNI). The GNI comprised of the trade balance and the
primary income balance. The current account comprised of the trade balance,
primary income balance and the secondary income balance. The graph showed a
dipped down in the GNI percentage from 2011 to 2012, accounting for about 35
percent. The balance of current transfers posted a surplus of (LE 713,378m) in 2010
to (LE 1,087,408m) in 2011.

Figure 4: The Trend level of BOP
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The graph shows how current account, capital account and financial interplay in
balance of payments.

The current account gap narrowed down. The contraction in the current account
deficit reflected improvement in the accounts for services, primary income and
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unrequited transfer payments. The growth in import payments was driven in parts
by increases in payments for intermediary goods, manufactured goods, machinery
and transport equipment and parts of non-dutiable commodities not included in
trade statistics.

The balance on services account reduced slightly, reflecting an improved
performance of some components of the sector notably: communication, travel,
insurance, computer and information services, other business services and
government services not included elsewhere. Transportation and financial services
sub accounts however experienced deterioration.

The income account registered significant improvement with the deficit balance
reducing by more in 2008. The improvement stemmed from remarkable increase in
plough-back profits as reflected in the accounts for reinvested earnings and
undistributed branch earnings of firms, income on debt, other investment and
compensation of employees.

The capital account improved significantly as a result to the increase in private
capital inflows of over 100 percent. Official capital flows however dropped slightly by
a narrow margin in 2012.

The financial account aggregate comprising mainly the nets for direct investment
portfolio investment and other investment increased by over 200 percent in 2009.
The level of direct investment in the economy stepped up in 2008 to the current
period as a result of increase in equity capital and other capital. Portfolio investment
account which has normally been at low level increased tremendously. Other
investments net also depicted marked improvement recording.

Figure 5: Trends in Income net and current transfers net
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5.1

Income component of balance of payments covers two types of transactions :( 1)
those involving compensation of employees and (2) those involving investment
income. Compensation of employees covers wages, salaries and other benefits paid
to non-resident workers in the country or received by resident workers abroad,
while investment income covers receipts and payments of income associated with
external financial assets and liabilities, such as income from direct investments,
portfolio and other investments. The graph above depicts a negative trend, which
derived from the negative balance of compensation of employees. The income
generated from investments also showed negative trend. The deepened deficit in
the investment income is mainly as a result of the decline in investments’ value in
international financial markets.

The connection to the international investment position

As the financial account measures external net lending, a change in the current
account will - by definition - always is matched by a similar change in the net
external claims. A surplus on the current account is thus matched by an increase in
external net claims - private or public sector. The surplus can also be reflected in an
increase in the foreign currency reserve, as these transactions are included in the
financial account. A deficit on the current account instead means that the net
purchaser abroad must pay either by selling external assets or by increasing external
liabilities.

This means that if, for instance, Sierra Leone were to buy more assets abroad than
are sold abroad (this is the same as saying that the net total of the financial account
is less than zero), Sierra Leone must at the same time sell more goods and service
abroad than it buys from abroad. Put simply, the total outward payments from a
country must correspond to the total inflow of payments. The international
investment position shows a country's total net debt and reports in the form of stock
data on all domestic sector assets and liabilities abroad. The net total of assets and
liabilities is thus a measure of a country's wealth relative to other countries. Stock
data is reported at market value and can be divided up exactly like the financial
account, into direct investment, portfolio investment, financial derivatives, other
investment and the reserve assets. The relationship between the international
investment position and the transactions in the balance of payments is illustrated
below. Changes in the net external position are due to transactions that have been
implemented and registered in the financial account and to changes in exchange
rates and asset prices. In addition, the stocks can be affected by, for instance, write-
downs of claims (an example of other corrections in the diagram). If the current
account shows a deficit or surplus over a longer period of time, this entails a build-up
of either a net liability or a net asset.
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6.0 MONETARY DEVELOPMENTS

Money might be defined as anything that is generally accepted for the payment of
goods and services or in the repayment of debts. Money functions as a medium of
exchange, a unit of account and a store of value. The central bank (Bank of Sierra
Leone) typically conducts the monetary policy of Sierra Leone. Measuring the supply
of money in an economy is tricky because of the wide variety of instruments that
perform the functions of money. One fairly narrow definition for money supply is
M1, which accounts for the total currency and demand deposit (checking) accounts
in the economy. Currency includes paper money notes and coins. Demand deposit
accounts are offered by commercial banks and thrift institutions including savings
and loans institutions and credit unions. A broader measure of money supply is M2,
which includes M1 plus money market deposit accounts, time deposits and money
market mutual funds. Time deposits include savings accounts insured certificates of
deposit. The monetary base data relate to money created by the Central Bank. This
comprises the entire circulation of banknotes as well as sight deposits held by
commercial banks at the Central Bank. Defining the M1, M2 and Quasy monetary
aggregates is somewhat more complex, with the liquidity of different financial assets
playing a major distinguishing role. This can be explained in terms of the different
functions of money. Thus, M1 comprises those financial assets that can be used
directly as a means of payment. However, money can be also used as a store of
value, over and above its function as a means of payment. Accordingly, the M2
aggregates also include financial assets that focus on savings or temporary
investment.

The monetary base comprises the stock of central bank money held by commercial
banks and nonbanks. These figures can be taken direct from the Central bank
balance sheet, thus we have access to reliable monetary base data. Part of the
monetary base is made up of the banknotes issued by Bank of Sierra Leone.
Banknote circulation comprised the banknotes issued by BSL. The monetary base
‘utilization’ statement is often compared with the ‘sources’ statement. The main
sources of monetary base creation are reserve assets, the securities portfolio,
foreign currency swaps and money market transactions. (This is based on a
definitional identity within the balance sheet.) The ‘sources’ statement indicates
which transactions BSL can conduct in order to influence the monetary base.
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6.1

Monetary Developments In Sierra Leone (2000-2012)

The key monetary policy objective during 2011 remained the maintenance of price
stability consistent with sustainable economic growth. Growth in monetary
aggregates slowed down in 2011 as Government borrowing from both the Bank of
Sierra Leone and the commercial banks, which was the main source of monetary
growth in 2010, decreased significantly.

On a year-on-year basis, broad money grew by 21.6 percent at end December 2011
compared to 32.7 percent at end 2010. Broad money growth was, however, higher
than the projected growth rate of 11.7 percent under the Extended Credit Facility
(ECF) programme with the IMF. Similarly, reserve money growth slowed down to 13
percent in 2011compared 34.6 percent in 2010 but remained higher than the
projected growth rate of 4 percent under the programme.

The main source of monetary growth in 2011 was the expansion in Net foreign assets
of the banking system, by 24.8 percent. Foreign assets of the Bank of Sierra Leone
increased by 13.8 percent from Le 1.458 trillion as at end December 2010 to Le 1.661
trillion as at end December 2011, which more than outweighed the 8.7 percent
increase in foreign liabilities. The increase in the foreign assets of the BSL was
accounted for by the increase in foreign inflows including external budget support,
petroleum signature bonuses, as well as taxes, and other levies paid in foreign
currency by large mining companies. Similarly, the foreign assets of commercial
banks increased by 34.9 percent while their foreign liabilities declined by 21.7
percent.

Domestic bank credit to Government and the private sector increased by 26.5
percent at end 2011, lower than the increase of almost 50 percent in 2010. Net bank
credit to Government grew by 33.6 percent in 2011 compared to 89.1 percent in
2010, mainly due to a significant reduction in Government borrowing from the Bank
of Sierra Leone and the commercial banks. The growth in Government borrowing
from the BSL slowed down to 57.1 percent in 2011 from 98 percent a year earlier
following the implementation of the provisions of the Bank of Sierra Leone Act 2011
relating to the limit on Government borrowing from the Central Bank. Growth in
credit to Government by commercial banks also moderated to 7.8 percent in 2011
compared to 7.9 percent at the end 2010. Credit extended to the private sector by
commercial banks grew by 22 percent in 2011 compared to 30.4 percent in 2010. On
the components of money supply, currency outside banks amounted to Le 641.8
billon at the end of December 2011, an increase of 15.2 percent from end December
2010. Total deposits of commercial banks, excluding foreign currency deposits, grew
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by 20.6 percent to Le 1,183.7 billion from Le 981.8 billion at end December 2010. Of
the total deposits, demand deposits grew by 16 percent to Le 526.8 billion, time
deposits by 23.6 percent to Le 138 billion, and savings deposits by 25 percent to Le
515.7 billion. Foreign currency deposits increased by 29.3 percent to Le 851.5 billion
during the period. The currency deposit ratio declined to 0.54 from 0.57 in
December 2010 indicating an increase in public confidence in the banking system.
The figure below shows the trend in monetary aggregates during the review period.

EXTERNAL DEBT:

Government debt policy is to ensure sustainability in the medium to long term. The
2011 Public Debt Management Act (PDMA), which aims to strengthen the existing
legal framework and improve transparency and accountability of public debt
management in Sierra Leone, is a reflection of this policy. The results of a recent
Debt Sustainability Analysis (DSA) for low-income countries conducted jointly by the
IMF and World Bank in October 2013, indicate that the risk of debt distress to Sierra
Leone remains moderate with an external-debt-to-GDP ratio of 29.30% in 2012,
having declined from 141.21% in 2005 just before achieving HIPC status in October
2006. The country’s external debt was estimated at 27.62% of non-iron ore GDP
during 2013, showing a slight improvement over the 26.8% of non-iron ore GDP
recorded at end-2012. About 66% of this debt is owed to multilateral creditors, 13%
to bilateral creditors, and 23% to commercial creditors. Public domestic debt stock
was expected to amount to 12.7% in 2013, which compared less favorably with
11.6% at end-2012, although it has declined significantly compared to 18.4% in 2007.
The stock of total public and publicly guaranteed (PPG) external disbursed and
outstanding debt (DOD) amounted to USD 980.68 million as at end-December 2012,
which was a 10.2% increase over the USD 890.11 million recorded at end 20112. This
growth in debt stock reflects increased disbursement from multilateral creditors,
mainly the World Bank (USD 37.42 million); ECOWAS Bank for Investment and
Development (USD 29.44 million); African Development Fund (USD 5.6 million);
Islamic Development Bank (USD 5.9 million) to name a few. In relative terms, the
World Bank accounted for 34.6%; the IMF 19.4%; AfDB 13.7%; IDB 8.5%; BADEA
6.5%; EBID 4.9%; IFAD 4.7%; OFID 4.6%; and EEC/EIB 1.8%. Despite the increase in
the public-debt stock, partly to finance infrastructure projects, the ratio of debt-to-
GDP has shown a downward trend, which is being driven down by the GDP growing
more than the debt stock. External debt as a percentage of GDP declined to 28.5% as
at December 2012 from 30.8% in 20113. The medium-term debt strategy anticipates
a decline in the stock of domestic debt over time.
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Fig 6: Money supply (LE’'M)
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In the chart above shows that in 2009, money supply grew by 29.71 percent to (Lel,
684,978m) relative to a year ago. The growth in money supply was due to the growth
in both the NFA and NDA of the banking system. Of the components of money
supply, both narrow and quasi money grew robustly with the later growing at a
much faster pace. Narrow money (M1) which comprises currency outside banks and
demand deposits rose (Le807, 479m) or 31.70 percent from a year ago. Currency
outside banks and demand deposits increased by 3.0 percent and 10.1 percent
respectively in December 2010. The ratio of narrow money to broad money declined
from 47.9 percent in December 2009 to 45.3 percent in December 2010. Quasi
money, which includes savings and time deposits, increased to (Lel, 188,478m)
or,35.43 percent from the corresponding period a year earlier. Time and savings
deposits rose by 21.0 percent and 17.8 percent respectively. The share of quasi
money to broad money rose from 52.1 percent at end-December 2009 to 54.7
percent at end-December.

Fig 7: Money supply trend as % of GDP
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This chart above shows the percentage of money supply to gross domestic product.
In2009, the percentage rose to 27.53 relative to 22.48 in 2008. The curve continues
to rise to 32.73 percent in 2010. However, in 2011, the percentage declined to 21.61
percent indicating upward pressure on the inflation rate. Better still, too much
money chasing too few goods.

Fig 8: Velocity of Money
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The chart shows the velocity of the circulation of money for the period under review.
Velocity is defined as the ratio of national income (GDP) to the money stock. In other
words, velocity is the number of times the stock of money is spent, on average, in a
given period in financing the flow of nominal spending. In the financial programming
framework, velocity is assumed to be generally constant. However, in many
countries, it rises somewhat with increases in inflation and interest rates, and also
sensitive to changes in income. Between 2009 and 2012, velocity for both M1 and
M2 decreased from 4.49 and 1.41 tol.41and 5.33 respectively.

Figure 9: Composition of external debt (USD million)
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6.2

The chart shows the main components of Sierra Leone’s external debt outstanding.
The share of multilateral debt continued to dominate the external debt portfolio
accounting for about 66 percent compared to 64.3 percent in 2012.This was
followed by debt owed to commercial and bilateral creditors accounting for 20.5
percent and 13.5 percent respectively.

Fig 10: External Debt sustainability to GDP

Pv of Debt/GDP

Threshold 2012 2013

——Pv of Debt/GDP

The Chart depicts the present value (PV) of debt to the Gross Domestic Product
(GDP), which is one of the main indicators for assessing debt sustainability. The
graph shows that debt sustainability fell from 36.7 percent in 2012 to 35.2 percent in
2013.

The analysis revealed that the external debt remain sustainable in the medium and
long time horizon with moderate risk of debt distress. In other words, Sierra Leone is
now below the threshold of 40 percent.

Concluding Remarks

The BOP statistics are always considered a vital set of economic indicators, which,
like a fund flow statement of any corporations, explains all external transactions of a
region or country with the rest of the world, and thus provides a continuous and
effective check on the external solvency of an economy. The BOP statistics are
widely used in open macroeconomic analyses and are closely watched by credit
rating agencies as one of the major parameters in determining sovereign ratings.
They are also used as a major reference in foreign direct investment decisions. Sierra
Leone’s BOP, nevertheless, is believed to be in negative in the last few years as
evidenced by the rising foreign exchange reserves. However, there were no detailed
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and scientific explanations from how these negatives were derived. This, together
with the aims to increase the economic transparency and to nourish the local
statistical system, urged Statistics Sierra Leone (SSL) to commence the preparatory
work in 2014, and the first set of BOP statistics by the institution. It is expected that
the regular release of BOP statistics would fill a major gap in Sierra Leone’s statistical
system, and hence contribute to a complete picture for the economy of Sierra Leone.

Policy makers in the field of monetary policy are deeply dependent on the
availability of timely, relevant and reliable data provided by statisticians. BSL"s
analytical balance sheet and monetary survey are among the required information
supplied to monetary policy committee for effective decision making on interest
rates. Alongside the more traditional role of collecting data and assisting in the
correct interpretation of data, statisticians also need to be more involved in
communicating the results to the markets, media and wider public. The Central Bank
of Sierra Leone (BSL) assessment of liquidity pressures influences the setting of
monetary policy rate (MPR). This assessment of the economy and the resulting MPR
decision is the most important stage of monetary policy. BSL then announces the
stance of policy — the MPR decision and the associated Monetary Policy Statement —
and executes operations in the financial market which are consistent with this
decision. Ultimately, the objectives of monetary policy is to ensure that the liquidity
within the system is in tandem with the objective of price stability, maintenance of
balance of payment equilibrium, promotion of employment, output growth and
sustainable development. Though, all these objectives are necessary for the
attainment of internal and external balance and promotion of long run economic
growth, price stability remains the overriding objective of monetary policy.

All the debt indicators including the present value (PV) of debt to GDP, PV of debt to
export revenue and PV of debt to domestic budget revenue were all expected to
remain below their policy-dependent indicative thresholds during the projection
period of 2013-2033.The PV of debt to GDP, which is the main indicator for assessing
debt sustainability fell from 36.7 percent in 2012 to 35.2 percent in 2013while the PV
of export and domestic budget revenue were below the thresholds. This means
Sierra Leone's external debt has remained within manageable limit. The active
external debt management policy of the Government of Sierra Leone has helped in
containing rise in external debt and maintaining a comfortable external debt
position. The policy continues to focus on monitoring long and short-term debt,
raising sovereign loans on concessional terms with longer maturities, regulating
external commercial borrowings through end-use, all-in-cost and maturity
restrictions; and rationalizing interest rates on non-resident Indian deposits.
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7.0 STATISTICAL ANNEX
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Table 1: Current Account by Components (LE’'M)

No. Component
1 Goods
2 services
3 Balance of Goods and Services
4 primary income
5 Secondary income
6 CAB

Source: Bank of Sierra Leone

Table 2: Overall BOP (LE'M)

2000
(259,681)
(147,698)
(407,379)

(10,875)
9,122

(234,913.00)

2001 2002
(270,078)  (428,024)
(117,044)  (89,055)
(387,122)  (517,079)

(20,780) (6,001)

2,621 191,331

(194,395)  (172,211)

2003
(480,362)
(65,101)
(545,463)
(35,254)
179,678

(205,450)

2004 2005 2006
(350,583) 1,543,425  (298,574)
(83,396)  (38,190) (128,415)
(433,979) 1,505,235  (426,989)
(181,068)  (147,113) (117,470)
45,101 140,873 65,749
(293,282)  (335,487) (315,489)

2007
(351,769)
(157,220)
(508,989)
(311,282)

15,877,

(511,663)

2008
(617,474)
(190,893)
(808,367)
(222,954)

44,850

(700,247)

2008

2009
(1,210,134)
(115,670)
(1,325,804)
(120,799)
68,982

(1,141,924)

2009

2010

(2,090,721)

(786,258)

(2,876,979)

(195,358)

79,409

(2,358,960)

2010

2011

(7,313,137)
(1,196,697)

(8,509,834)

(948,391)

435,599

(8,370,818)

2011

2012
(3,851,918)
(1,516,944)
(5,368,862)

(579,158)

447,421

(4,921,448)

Component 2005 2006 2007

1 Current Account (234,913) (194,395) (172,211) (205,450) (293,282) (335,487)  (315,489)  (511,663)
2 Capital Account 477 106,215 166,657 219,693 195,950 767,202 1,893,181
3 Financial Account 285,145 122,056 100,953 239,808 353,423 285,903  (403,964) (1,370,025)
4 Net errors and omissions (50,232)  (71,861)  (53,457) (212,010) (305,609) (178,626) (81,801) (45,127)
5  Overall Balance 50,232 (71,861) 34,957 201,015 279,834 146,366 47,749 11,494

Source: Bank of Sierra Leone
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(700,247)
197,922
570,010
(95,766)

67,685

(1,141,924)
507,628
621,963
(22,535)

(12,333)

(2,358,960)
521,140
1,814,487
(7,263)

(23,332)

(8,370,818)
683,236
7,642,382
(3,349)

(45,200)

(4,921,448)
535,984
4,255,717
(4,161)

(129,747)



Table 3: Primary Income Balance (PIB) and Secondary Income Balance (SIB) (LE’M)

2001 2002 2003 2004 2005 2006
Current account Balance (234,913) (194,395) (172,211) (205,450) (293,282) (335,487) (315,489) (511,663) (700,247) (1,141,924) (2,358,960) (8,370,818) (4,921,448)
Goods (259,681) (270,078) (428,024) (480,362) (350,583) 1,543,425 (298,574) (351,769) (617,474) (1,210,134) (2,090,721) (7,313,137) (3,851,918)
Services & Income (net) (158,573) (137,824) (95,056) (100,355) (264,465) (185,303) (245,885) (468,502) (413,848) (236,469) (981,617) (2,145,088) (2,096,102)
Services (net) (147,698) (117,044) (89,055) (65,101) (83,396) (38,190) (128,415) (157,220) (190,893) (115,670) (786,258) (1,196,697) (1,516,944)
Credit 88,390 103,217 80,469 155,113 166,047 225,825 125,917 135,271 183,068 350,615 238,800 695,912 790,529
Debit (236,088) (220,261) (169,524) (220,214) (249,442) (264,015) (254,332) (292,491) (373,962) (466,285) (1,025,058) (1,892,609) (2,307,474)
Of which- Travel (45,091) (54,791) (2,112) 53,453 76,756 91,915 31,220 23,676 28,268 41,142 50,558 131,898 138,509
Credit 21,955 28,298 79,648 140,698 157,205 185,040 68,132 66,176 100,660 85,831 102,644 192,721 203,265
Debit (67,046) (83,090) (81,760) (87,245) (80,449) (93,125) (36,912) (42,500) (72,392) (44,689) (52,086) (60,824) (64,756)
Income (net) (PIB) (10,875) (20,780) (6,001) (35,254) (181,068) (147,113) (117,470) (311,282) (222,954) (120,799) (195,358) (948,391) (579,158)
Compensation of employees - 0 25,588 (4,868) (5,700) (6,295) 5,600 (3,112) 3,018 4,888 3,632 4,931 6,098
Investment Income (10,875) (20,780) (31,589) (30,386) (175,370) (140,818) (123,069) (308,170) (225,973) (125,686) (198,990) (953,323) (585,256)
Current transfers (net) 133,341 213,507 350,870 375,267 321,766 396,525 228,969 308,607 331,074 304,679 713,378 1,087,408 1,026,572
Net official transfers 159,292 199,216 144,828 137,925 211,238 249,159 134,051 175,625 231,510 130,873 503,746 490,599 407,562
Worker's remittances 14,927 11,670 14,711 57,664 65,426 6,493 29,169 117,105 54,714 104,824 130,222 161,210 171,590
Credit 14,927 12,345 15,646 60,511 66,562 6,786 35,767 118,917 60,311 110,601 165,363 241,424 247,610
Debit (674) (935) (2,847) (1,136) (294) (6,599) (1,812) (5,597) (5,777) (35,141) (80,213) (76,021)
Other private transfers (SIB) 9,122 2,621 191,331 179,678 45,101 140,873 65,749 15,877, 44,850 68,982 79,409 435,599 447,421
Current Account Balance as % of GNI -12.2 -8.8 -6.4 -6.2 -7.5 -7.0 -5.6 -7.6 -8.7 -12.7 -22.7 -63.3 -32.8

Source: Bank of Sierra Leone
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Table 4: Current Account Balance as % of GNI

2007

Component 2000 2001 2002 2006
1 Goods (259,681) (270,078) (428,024) (480,362) (350,583) 1,543,425 (298,574)
2 Services (net) (147,698) (117,044)  (89,055)  (65,101)  (83,396)  (38,190) (128,415)

Balance of Goods and services  (407,379) (387,122) (517,079) (545,463) (433,979) 1,505,235 (426,989)

3 Primary Income (net) (10,875)  (20,780) (6,001)  (35,254) (181,068) (147,113) (117,470)
4 Secondary Income (net) 9,122 2,621 191,331 179,678 45,101 140,873 65,749
5 CAB (234,913) (194,395) (172,211) (205,450) (293,282) (335,487) (315,489)
6 Balance on CAB &% GNI -12.2 -8.8 -6.4 -6.2 -7.5 -7.0 -5.6

Source: SSL and Bank of Sierra Leone

Table 5: Current Account balance as % of GDP

(351,769)
(157,220)
(508,989)
(311,282)

15,877,
(511,663)

-7.6

(617,474)
(190,893)
(808,367)
(222,954)

44,850
(700,247)

-8.7

(1,210,134)
(115,670)
(1,325,804)
(120,799)
68,982
(1,141,924)

-12.7

(2,090,721)
(786,258)
(2,876,979)
(195,358)
79,409
(2,358,960)

-22.7

(7,313,137)
(1,196,697)
(8,509,834)
(948,391)
435,599
(8,370,818)

-63.3

(3,851,918)
(1,516,944)
(5,368,862)
(579,158)
447,421
(4,921,448)

-32.8

Period
TRADE BALANCE -6.94 -8.06 -10.28 -10.56 -6.12 -8.94 -4.98
EXPORTS OF GOODS 1.38 2.67 4.07 7.66 9.98 10.45 13.28
IMPORTS OF GOODS -14.76 -15.14 -20.34 -22.42 -18.93 21.91 -18.63
SERVICES -7.61 -5.40 -3.38 -2.00 -2.13 -0.80 -2.30
INCOME -0.56 -0.96 -0.23 -1.08 -4.63 -3.08 -2.10
CURRENT TRANSFERS 9.45 9.86 13.33 11.53 8.22 8.31 4.10

-4.36

12.86

-18.32

-2.44

-4.83

4.79
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-0.73

10.54

-18.81

-2.56

-2.98

4.43

-14.24

10.60

-25.16

-1.39

-1.45

3.67

-20.08

13.78

-34.16

-7.67

-1.90

6.96

-42.47

12.77

-70.12

-9.38

-7.44

8.53

-21.01

29.92

-53.32

-9.22

-3.52

6.24



Table 6a: Merchandise Trade Trend (Thousand US $)

Exports as a

Imports (c.i.f) Dome(sft.Lc.E;(ports Re-Exports (f.o0.b) Total Exports (f.0.b) Merc:aar::ri‘scztrade p.ercentage of
imports (%)
2000 287,357 152,631 1,889 154,519 (259,681) 53.77
2001 327,816 153,140 1,509 154,649 (270,077) 47.18
2002 535,163 264,643 4,891 269,534 (428,024) 50.36
2003 728,714 384,932 19,795 404,728 (480,362) 55.54
2004 741,007 501,408 10,805 512,213 (350,583) 69.12
2005 1,045,236 618,746 20,775 639,521 (542,519) 61.18
2006 1,091,309 813,280 84,118 897,398 (351,769) 82.23
2007 1,124,036 843,030 8,058 851,088 (617,473) 75.72
2008 1,401,177 817,000 43,822 860,822 (852,526) 61.44
2009 2,090,490 907,683 79,772 987,454 (1,514,587) 47.24
2010 3,503,689 1,444,385 93,269 1,537,654 (2,059,304) 43.89
2011 7,093,756 1,677,021 145,997 1,823,018 (5,416,734) 25.70
2012 8,516,920 5,058,767 176,368 5,235,135 (3,458,153) 61.47

Source: Bank of Sierra Leone
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Table 6b: Merchandise Trade Trend (LEM)

Exports as a

Merchandise trade .
percentage of imports

Domestic Exports

Re-Exports (f.0.b)

Imports (c.i.f) Total Exports (f.0.b)

(f.0.b)

balance

(%)
2000 592,837.61 314,888.44 3,897.14 318,783.51 (535,740.08) 53.77
2001 998,865.19 466,622.17 4,597.97 471,220.14 (822,932.72) 47.18
2002 1,126,576.98 557,102.63 10,296.09 567,398.72 (901,037.60) 50.36
2003 1,718,475.22 907,758.19 46,681.16 954,441.71 (1,132,804.08) 55.54
2004 2,015,516.81 13,638,147.18 29,389.28 1,393,203.99 (953,575.24) 69.12
2005 3,023,230.15 1,789,654.74 60,089.40 1,849,744.15 (1,569,176.53) 61.18
2006 3,233,919.61 2,410,025.16 249,270.23 2,659,295.39 (1,042,411.15) 82.23
2007 3,355,202.50 2,516,410.83 24,052.81 2,540,463.64 (2,544,440.57) 75.72
2008 4,181,938.86 2,438,410.03 130,790.70 2,569,200.73 (2,544,440.57) 61.44
2009 7,139,295.11 3,099,855.44 272,431.75 3,372,283.78 (5,172,511.50) 47.24
2010 13,972,010.99 5,759,918.50 371,938.12 6,131,856.62 (8,212,092.49) 43.89
2011 30,927,783.03 7,311,576.78 636,526.48 7,948,103.26 (23,616,201.90) 25.7
2012 36,983,277.22 21,966,835.71 765,848.06 22,732,683.76 (15,016,441.52) 61.47

Source: Bank of Sierra Leone
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Table 7a: Domestic Exports of primary commodity (Thousands US $)

All other
Period Fish shrimps Coffee Iron ore Bauxite Rutile Diamond Grand Total
commodities

2000 21 2,759 2,180 0 0 0 0 21,134 0 26,094
2001 40 40 536 0 0 0 0 52,150 0 52,765
2002 42 588 2,582 0 0 0 0 87,598 0 90,810
2003 47 94 6,028 0 0 0 0 179,814 0 185,982
2004 65 143 14,206 0 0 0 0 341,249 0 355,663
2005 220 2,525 15,132 0 0 0 0 410,905 0 428,783
2006 288 3,239 34,272 69,821 0 69,821 87,565 370,361 0 635,366
2007 1,313 5,671 34,023 97,594 0 97,594 117,590 424,099 0 777,884
2008 6,141 4,472 44,716 83,650 0 83,650 116,799 294,533 0 633,960
2009 50,111 44,432 69,557 63,237 0 63,237 124,718 265,401 0 680,691
2010 593 7,865 145,662 122,987 0 122,987 172,876 451,572 0 1,024,539
2011 3,249 8,698 191,450 169,617 15 169,617 168,921 564,418 0 1,275,986
2012 76,021 16,452 97,741 74,214 357 74,214 778,886 702,516 118 1,820,519

Source: Bank of Sierra Leone
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Table 7b: Domestic Exports of Primary Commodity (LE’'M)

Fish and

Iron Ore

Bauxite

Diamond

All other
commodities

(cE R E]

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

shrimps
43,297.74

120,978.40

88,379.15

110,620.73

176,338.38

598,899.76

832,710.91

3,891,412.38

2,984.96

149,559,729.83

2,024,268.79

14,164,415.60

330,106,999.25

Source: Bank of Sierra Leone

5,692,981.61

120,978.40

1,237,308.09

221,241.47

336,350.19

7,303,047.34

9,596,920.32

16,926,457.09

13,346,025.10

151,739,532.95

31,362,765.06

37,923,468.81

71,440,134.54

4,497,535.84

1,633,208.38

5,435,317.69
14,214,764.13
38,640,146.93
43,768,137.25
101,558,483.29
101,558,742.52
133,460,250.96
237,545,834.54
580,869,501.97
834,695,548.41

424,423,284.75

206,904,300.69

291,313,235.11

249,659,642.80

215,961,059.76

490,445,748.38

739,507,641.71

322,262,183.73

66,967.44

1,550,212.83

206,904,300.69

291,313,235.11

249,659,642.80

215,961,059.76

490,445,748.38

739,507,641.71

322,262,183.73
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259,483,732.89
351,001,268.00
348,598,175.51
425,928,494.23
689,393,870.08
736,473,764.20

3,382,181,998.01

43,600,680.75

158,901,981.48

184,403,095.21

424,041,734.94

928,186,121.30

1,188,496,988.56

1,097,503,597.03

1,265,920,816.81

879,058,186.33

906,380,166.55

1,800,776,844.77

2,460,781,733.24

3,050,558,518.14

512,829.51

53,834,495.94
160,777,146.66
191,164,100.14
438,588,361.27
967,390,551.03
1,240,205,037.66
1,882,804,472.51
2,321,953,565.76
1,892,110,464.62
2,324,650,759.44
4,085,658,187.29
5,563,121,181.10

7,905,298,344.48



Table 8a: Imports of principal commodity (Thousands US $)

Petroleum Animal/vegetable Medicinal & Chemical Plastics in primary & Industrial All other

Period Grand Total

products fats and oils Pharmaceuticals products fertilizers non-primary forms Machinery Commodities

2000 64,952 6,573 30,349 31,879 10,473 38,173 1,761 184,160
2001 65,563 3,115 41,829 16,495 11,195 72,450 24,035 234,682
2002 74,819 5,152 65,449 33,366 16,794 91,548 25,548 312,676
2003 0 4,478 85,040 38,838 13,897 113,693 21,705 277,650
2004 159,364 4,620 74,805 41,189 17,802 119,476 33,079 450,335
2005 214,213 3,285 145,304 57,184 22,007 180,562 150,836 773,391
2006 317,572 8,573 125,239 61,844 55,925 177,932 40,125 787,211
2007 315,582 16,098 134,760 94,514 38,169 195,025 56,345 850,492
2008 451,770 12,382 149,207 64,314 37,633 198,291 50,450 964,047
2009 313,728 44,691 320,581 163,866 68,526 283,295 446,906 1,641,591
2010 507,954 87,518 430,588 280,057 122,525 870,627 623,128 2,922,397
2011 932,704 114,818 672,514 336,799 145,436 2,894,406 780,240 5,876,916
2012 1,107,730 38,228 764,116 408,774 127,715 1,857,510 2,716,761 7,020,834

Source: Bank of Sierra Leone
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Table 8b: Imports principal commodity (LE”M)

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

T
(]
Pad
=
=
(]
f=
E

T
=
=]
Q.
c
(o]
-
(7]

134,000,308
199,771,647

157,502,315

375,816,391
619,586,425
941,073,971
942,000,098
1,348,347,136
1,071,422,525
2,025,618,991
4,066,457,713

4,810,130,560

Source: Bank of Sierra Leone

S|10 pue sjey
3|qelasan/jewiuy

13,561,199
9,491,821
10,845,554
10,560,101
12,566,893
9,501,392
25,406,096
48,053,321
36,954,937
152,624,291
349,003,961
500,589,788

165,996,662

synpoad
s|eainadew.eyd
13 |[euURIpaN

62,612,343
127,455,496
137,776,148
200,542,558
203,466,359
420,276,066
371,124,784
402,252,798
445,320,200

1,094,824,917
1,717,099,489
2,932,064,519

3,318,046,924

$492113494 [eIIWAYD)

65,769,268
50,260,649
70,238,971
91,588,218
112,033,712
165,397,800
183,265,833
282,119,496
191,950,420
559,622,402
1,116,812,676
1,468,396,712

1,775,032,493

Arewnd-uou g
Arewnad uj sonse|d

21,606,265
34,112,342
35,353,974
32,771,300
48,419,726
63,653,580
165,723,401
113,932,874
191,950,420
234,023,913
488,605,546
634,080,398

554,579,759
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78,753,394
220,756,561
192,717,744
268,114,557
324,970,607
522,253,695
527,273,269
582,142,730
591,816,891
967,489,962

3,471,885,467
12,619,201,108

8,065,928,736

sa1powwo)
12yY30 ||y

3,632,635
73,235,983
53,781,703
51,184,435
89,973,660

436,277,262
118,904,131
168,186,623
150,573,756
1,526,242,913
2,484,908,204
3,401,735,152

11,797,080,990

[e30] pueID

379,935,411
715,084,499
658,216,408
654,761,168
1,224,895,487
2,236,946,218
2,332,771,486
2,538,687,940
2,877,282,434
5,606,250,923
11,653,934,334
25,622,525,391

30,486,796,125



Table 9: Monetary supply and components (LE’'M)
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2000 139,957 88,854 51,103 90,816 230,773 (256,464) 115,941 76,949 28,043 10,949 =

2001 189,437 116,153 73,285 101,427 290,864 (202,278) 178,416 130,806 34,943 12,668 7.18 26.04 13.92
2002 247,473 148,015 99,458 129,360 376,833 (140,521) 237,920 163,404 56,719 17,797 6.61 29.56 15.12
2003 292,983 188,448 104,535 166,181 459,164 (195,847) 299,057 187,349 93,317 18,391 6.75 21.85 14.82
2004 344,471 204,732 139,738 207,057 551,528 (103,823) 382,042 227,293 135,486 19,263 6.85 20.12 14.59
2005 424,373 231,274 192,900 300,005 724,178 85,928 424,454 238,671 159,647 26,136 6.29 31.30 15.9

2006 489,298 275,405 213,892 390,210 879,508 657,400 478,617 264,942 189,181 24,494 6.2 21.45 16.13
2007 549,581 309,837 239,744 529,121 1,078,702 882,642 608,398 324,042 263,750 20,606 5.68 22.65 17.62
2008 666,668 340,355 326,313 654,564 1,321,232 832,240 1,004,064 543,764 413,439 46,861 5.22 22.48 19.16
2009 807,479 420,921 386,558 877,499 1,684,978 1,541,759 1,327,451 659,377 600,982 67,092 4.45 27.53 22.48
2010 1,048,055 557,262 490,794 1,188,417 2,236,533 1,644,504 1,938,541 1,066,912 790,395 81,234 4.25 32.73 23.54
2011 1,209,324 641,832 567,492 1,510,417 2,719,741 2,053,066 2,190,759 1,133,508 962,751 94,500 4.31 21.61 23.19
2012 1,407,436 790,138 617,298 1,941,279 3,348,715 2,485,029 2,505,553 1,365,565 896,640 243,348 4.54 23.13 22.03

Source: Bank of Sierra Leone
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Table 10: External Debt (USD Million)

Period 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Total External Debt (USD Million) 1475.3 1638 1712.1 1754.3 1744 555.3 620.2 692.58 790.89 890.11 980.68 1045
Multilateral 829.2 946.9 1043.5 1100.6 1101 261 326 394.4 486.29 540.72 630.73 689.8
World Bank Group 438.6 533.7 564.8 607.8 581 84.8 108.4 124.3 154.6 187.9 226.5 239.7
IMF 174.8 165.7 184.5 168.1 202.4 36.3 53.5 72.9 112.99 120.6 122.3 126.6

ADB/F 129.4 149.2 193.8 210 214 259 433 60.2 76.4 81.32 86.6 89
Other Multilateral Creditors 86.4 98.3 100.4 114.7 103.3 114 120.8 137 142.3 150.9 195.33 234.4
Official Bilateral 391.9 437.6 415.7 408.7 405.3 38.8 48.3 58 73.1 121.4 128.96 141.1

Paris-Club:.....ccocccovvivecinenees 327.6 373 362 353.7 350.8 0 0 0 0 0 0 0
Other Bilateral 64.3 64.6 53.7 55 54.5 38.8 48.3 58 73.1 121.4 128.96 141.1
Commercial Creditors 254.2 253.3 252.87 245 237.8 255.5 245.9 240.18 231.5 227.99 220.99 213.7
Total External debt by Maturity (USD million) 50.96 52.294 35.325 27.48 14.211 8.9537 12.823 17.542 17.342 24.861 26.92
Multilateral 46.62 46.389 26.658 19.06 8.9424 4.6659 6.0057 7.9241 12.579 15.991 16.91
Bilateral 0.746 0.5043 1.5022 1.466 1.4394 1.3306 1.0277 0.9933 1.2901 1.867 2.523
Commerecial 3.6 5.4001 7.1644 6.954 3.8289 2.9572 5.7896 8.6243 3.4728 7.0029 7.485
Total External Interest ( In million USD) 8.176 9.4876 12.419 10.36 6.6147 3.9324 4.2664 4.336 5.2793 6.7273 8.132
Multilateral 7.298 8.9266 11.438 9.451 6.0903 3.4124 3.4906 3.4909 4.1596 4.7715 6.019
Bilateral 0.878 0.5609 0.9809 0.904 0.5244 0.52 0.7758 0.845 1.1198 1.9558 2.113
External Debt/GDP (%) 98.31 44.12 118.99 106.38 92.54 25.72 24.78 28.47 30.75 30.43 25.87 21.26
External Debt by maturity/ GDP (%) 1.37 3.63 2.14 1.46 0.66 0.36 0.53 0.68 0.59 0.66 0.55

Source: BSL, MoFED & SSL
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Table 11: Standard Balance of payment presentation Format

1. Current Account

(a) Goods
Exports and Imports

(b) Services
Inflows
Transportation
Travel
Other
Outflows
Transportation
Travel
Other

(c) Income
Inflow
Compensation of employees
Investment income
Direct Investment
Portfolio investment
Other investment

Outflows

Compensation of employees

Investment income
Direct investment
Portfolio investment
Other investment

(d) Current Transfers
Inflow
General Government
Other sectors
Workers remittance
Others

Outflows
General Government
Other sectors
Workers remittances
Others
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2. Capital and Financial Account

a. Capital Account

Capital Transfers
Non-product non-financial assets

b. Financial Account
Direct Investment
Direct investment abroad
Equity Capital
Reinvested Earnings
Other capital

Direct investment abroad
Equity capital
Reinvestment Earnings
Other capital

Portfolio investment
Assets
Equity securities
Debt securities
Bonds and Notes
Money markets instruments

Liabilities
Equity securities
Debt securities
Bonds and notes
Money markets and instruments

Financial Derivatives
Assets
Money authorities
General Government
Banks
Other sectors

Liabilities
Money authorities
General Government
Banks
Other sectors
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Other Investment
Assets
Trade Credits
Loans
Currency and deposits
Other assets

Liabilities
Trade Credits
Loans
Currency and deposits
Other liabilities

3. Errors and Omissions

4. OverallBalance (1 + 2 + 3)

5. Reserves and related items
a. Reserves
b. Use of fund credit
c. Exceptional Financing

Source: IMF (BPM5)
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