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Overview
 The Government of Sierra Leone received  pledges amounting to
US Dollar 10 million   from the Government of Libya ,following
a ten-day working visit by the President Dr Ahmed Tejan Kabba.
The sum will be used to boost the country�s economic and
development efforts. The Department for International
Development (DIFD) of the United Kingdom disbursed the sum
of £5M as balance of payments  and budgetary support under the

UK/SL Programme Aid arrangement.   A one-week Sierra Leone
� Ghana Trade Fair and Exhibition was organised in Freetown
aimed at promoting cooperation and integration between the two
countries in the context of  ECOWAS  regional economic
integration. Sierra Leone also became eligible to send its exports
to the United States of America under the African Growth and
Opportunity Act (AGOA) . With the build-up in activities leading
to local chieftaincy elections , diamond production decreased
considerably in October due to reduction in mining activities. The
monthly fiscal balance for October 2002 dropped to Le9, 291mn
from Le13, 267mn in September 2002. The official exchange rate
of the Leone to the Dollar depreciated.  Gross Foreign Reserves
of the Central Bank increased by 5.14 per cent to US$ 61.69. The
monthly inflation rates for Freetown and  Makeni increased to
0.17per cent and 0.13 per cent  respectively.
Real Sector
Output levels for most manufacturing industries declined in the
review month with the production of beer and stout, maltina, plastic
footwear and cement contracting by 18.01 thousand cartons
(19.82%), 5.42 thousand cartons (26.11%), 24.48 thousand pairs
(24.29%) and 2347.10 metric tons (21.51%) respectively. These
decreases were associated with limited factory orders and technical
difficulties . Output levels of soft drinks and paint were however
slightly higher by 33.0 thousand crates (25.29%) and 5.47 thousand
gallons (74.10%) respectively, while acetylene and oxygen
significantly increased by 3.07 thousand cubic feet (40.13%) and
104.49 thousand cubic feet (136.05%) respectively. The increased
supply of these commodities was in response to a rise in customer
orders. There was no production of salt as a substantial stock was
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carried over from the preceding month.Total amount of
diamonds shipped decreased by 20.01 thousand
carats (40.46%) to 29.45 thousand carats, of
which 13.63 thousand carats were gem
diamonds and 15.82 industrial diamonds.  Total
electricity generated during the period dropped
by 3.35 GW/hr(27.00%) to 9.05GW/hr. Industrial

Consumption also declined marginally by 0.01 GW/hr(0.49%) to
2.11GW/hr, which partly explains the poor performance of most
industries. The monthly inflation rates for Freetown and Makeni
as measured by their consumer price indices were 0.17 per cent
and 0.13 per cent respectively, indicating slight increases in prices
over the month  mainly in respect of  �Food�, �Drinks and Tobacco�
and �Non � Food� items such as rice, bread, tobacco leaves, kola
nuts, firewood, etc. However, the inflation rates for Bo and Kenema
as measured by their monthly consumer price indices were �1.30
per cent and �1.83 per cent respectively, reflecting a slight drop in
the prices of all main expenditure groups, namely: �Food�, �Drinks

Chart 1. Inflation Rates
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and Tobacco� and �Non � Food� items.

Fiscal Operations
Total revenue at Le33,183mn for the review month comprised
Le17,141mn from fiscal receipts and Le16,042mn from UK/SL
programme/DFID grant. Total  domestic receipts at Le17.14mn
was  lower than in September  2002 though there was a 4.36 per
cent increase in Customs and Excise receipts.  Collections from
Income Tax and Miscellaneous items declined, due to decreases
in  receipts from company tax and marine resources, respectively.
Total expenditure at Le42,474mn exceeded the preceding and
corresponding (2001) months� levels by Le7,923mn (22.93 per
cent) and Le16,861mn (65.83 per cent), respectively.    Major
treasury expenditure during the month comprised settlement of
domestic arrears, defense expenditure, allocation for goods and
services to the Police, contractual obligation to Thomas de La
Rue, fees subsidy and contribution to WAEC and debt service.
The overall fiscal deficit contracted from Le13,267mn in
September 2002 to Le9,291mn in the  month.  The deficit was
financed from both domestic and foreign sources. Domestic
financing was from the commercial banks and Non-Bank Public
amounting to Le1,726mn and Le8,631mn, respectively. Bank of
Sierra Leone reduced its holdings of Government securities by
Le5427mn and Ways and Means Advances by Le681mn. Foreign
financing of Le5,042mn was entirely from the Economic Recovery
and Rehabilitation Loan (ERRL) from the African Development
Bank (ADB).

Monetary Developments
 Narrow Money (M1), Broad Money (M2) and Reserve Money
(RM) expanded by Le8.01bn (4.02%), Le7.05bn (2.22%) and
Le3.42bn (2.36%) to Le206.94bn, Le323.95bn and Le148.23bn,
respectively. The increases in Demand Deposits (Le7.36bn) and
Currency in Circulation (Le642mn) accounted for the rise in
M1.The rise in M1 which was more than the decline in Quasi
Money was responsible for the expansion in M2.The drop in Quasi
Money was due to the decrease in Time, Savings and Foreign
Currency Deposits at the Bank of Sierra Leone (Le1.79bn) which
overshadowed the increases in Savings (Le604mn), Foreign

Currency (Le153mn) and Time Deposits (Le81mn) at the
commercial banks put together.  The rise in M2 can also be
attributed to the increase in Net Foreign Assets (Le13.76bn), which
was greater than the reductions in Domestic Credit (Le3.22bn)
and Other Items Net (Le3.49bn).  Over the twelve-month period
to October 2002 the growth in M2 was Le56.76bn (21.25%). The
review month witnessed a drop in Claims on Government by both
the Central Bank and commercial banks, which resulted in a
Le10.98bn (4.02%) contraction to Le262.03bn in Government�s
indebtedness to the Banking System.  Net Claims on Government
by the Central Bank dropped by Le8.80bn (5.21%) to
Le160.22bn on account of the decreases in
holdings of Treasury Bills (Le7.10bn) and
Ways and Means Advances (Le681mn)
coupled with the Le2.69bn increase in
Government Deposits at the Bank of Sierra
Leone which more than offset the increase
in holdings of Treasury Bearer Bonds
(Le1.67bn).   Claims on Government by the commercial banks
increased by Le1.73bn as a result of increases in their holdings of

Chart 2. Interest Rates
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enoeL

Treasury Bills  (Le1.33bn) and Treasury Bearer Bonds (Le0.40bn).
However, netting the gross claims against the Government deposits,
which increased by Le3.85bn due mainly to the Le3.31bn increase
in government foreign currency deposits at commercial
banks,reduced the net claims on Government by Le2.18bn(2.09%)
to Le101.82bn. Credit to Private Sector by commercial banks
increased by Le4.10bn (8.19%) to Le54.12bn. On the average,
interest rates on deposits and loans for the month  were relatively
stable.  The average annual yield on Treasury Bills increased by 8
basis points to 15.31 per cent whereas that on Treasury Bearer
Bonds remained unchanged at 18.00 per cent.

Exchange Rates
The average buying rate of the Leone to the US Dollar continued
to depreciate in the parallel market, official and commercial banks
during October 2002.  The parallel rate
recorded the highest depreciation (
2.39 per cent)  at 2,265.96/$1. The
official rate was next (0.55 per cent )at
Le2,070.88/$1 and the commercial banks�
rate the least (0.25 per cent ) at  Le1,992.05/$1.

Chart 3. Exchange Rates Development
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Notes: n.a  -  Not Available
**  -  Nil
N/A  -  Not Applicable
R  -  Revised
+  -  Provisional
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The bureaux rate appreciated by 0.63 per cent to Le2, 064.49/$1
from Le2,077.54/$1 in September 2002. The average selling rate
depreciated in all the exchange markets with the bureaux rate
recording the highest, ( 2.51 per cent) to Le2,187.23/$1, the parallel
rate (2.26 per cent) to Le2, 274.92/$1, the auction rate (0.83 per
cent) to Le2,189.18/$1, the official rate by 0.55 per cent to
Le2,112.72/$1 and the commercial banks� rate (0.31 per cent) to
Le2,150.08/$1.  The premium between the official and the parallel
rates also widened by 1.96 percentage points during the month.
The general depreciation of the Leone  can be attributed to
increased demand for foreign exchange by the business
community .

External Trade
 Total export earnings was US$4.45mn , 25.71 per cent lower
than the previous month�s level of US$5.99mn. Receipts from
diamond exports fell by 28.39 per cent to US$3.77mn ,
reflecting the decreases in the values of Gem
diamonds by 28.08 per cent to US$3.39mn and
Industrial diamonds by 31.10 per cent to
US$0.39mn.  Decreases were also recorded in the
volumes of Gem diamonds by 25.74 per cent to
13.63 thousand carats and Industrial diamonds by 49.14 per cent
to 15.82 thousand carats . Earnings from �other Exports�
(consisting of assorted timbers, plastic wares, palm oils etc)
increased  twofold to US$0.50mn while receipts from re-exports
(comprising used tools, empty chlorine drum, 365 KVA generator
used vehicle etc.) dropped by 61.58 per cent . The Import bill at

US$30.21mn was US$8.08mn (36.50 per cent) higher than for
September 2002. The increase was reflected in the payments for
all the major import categories except machinery and transport
equipment, which dropped slightly by 1.15 per cent to US$4.64mn.
Payments for fuel increased by about threefold to US$6.84mn
indicating increased consumer demand while that for rice dropped
by 44.23 per cent to US$2.68mn showing increased local rice
production. . The Trade deficit widened by US$9.62mn (59.61
per cent) to US$25.75mn .

International  Reserves
The Gross Foreign Reserves of the Central Bank at US$61.69mn
in October 2002, registered an increase of 5.14 per cent above
US$58.67mn recorded in September 2002.  This was due to total
inflows of US$35.46mn outweighing total outflows of
US$7.72mn.  Major inflows were in respect of IMF PRGF
disbursement of US$24.70mn, European Development Fund
replenishment of US$1.18mn, the third tranche disbursement from
the UK/SL Prgramme Aid Grant of US$7.74mn, and HIPC
Assistance amounting to US$2.22mn of which IMF (US$1.31mn)
and IDA/World Bank (US$0.91mn). Major outflows were in
respect of amount utilized under the foreign exchange auction
system (US$2.88mn), debt service payments totaling US$3.66mn
constituting payments to IMF (US$1.34mn), �commercial debtors�
(US$1.10mn) Kuwait Fund (US$0.50mn), World Bank
(US$0.12mn) and OPEC Fund (US$0.10mn), and �other
Multilateral and Bilateral creditors� (US$0.50mn).

C h a r t  4 .  E x t e r n a l  T r a d e
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