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Overview
During the month the Government launched the Governance and
Corruption Survey,  geared towards  paving the way for a national
strategy to fight corruption and enhance good governance in the
country.  The Executive Board of the International Monetary Fund,
on the completion of the second review of Sierra Leone�s
performance under the Poverty Reduction and Growth Facility
(PRFG) arrangement,  gave approval for the country to request

disbursement of up to SDR 18.66 million(US$25mn). In a similar
development the African Development Bank disbursed the final
tranche  of US$3.87 million under the Economic Recovery and
Rehabilitation Loan(ADF/ERRL) Facility. The Islamic
Development Bank donated one hundred and forty eight power
tillers to forty-seven Chiefdoms in Kenema as technical assistance
to promote intensive food production countrywide.  The exchange
rate of the Leone to the US Dollar depreciated in the foreign
exchange market.  The monthly rates of inflation for Freetown,
Bo, Kenema and Makeni were �1.79 percent, -1.71 percent, 1.14
percent and 0.80 percent respectively. Gross Reserves of the
Central Bank stood at US$33.50mn at end September 2002.
Real Sector
 Production of beer and stout  edged upwards by 19.91 thousand
cartons (28.07%) while that of maltina more than doubled on
account of increased capacity utilization following successful
repairs and maintenance to machinery.  Output of cement rose by
1,896 metric tons (21.03%) and production of salt resumed at
233.18 metric tons. By contrast, output levels of soft drinks, paint,
plastic footwear, acetylene and oxygen declined by 23.64 thousand
crates (15.34%), 4.30 thousand gallons (36.78%), 6.84 thousand
pairs (6.35%), 6.75 thousand cubic feet (46.88%) and 42.89
thousand cubic feet (35.83%) respectively. The decreases  reflected
administrative difficulties experienced during the period as well
as reduced demand. Diamond shipment increased significantly in
the review month by 17.21 thousand carats (53.36%) to 49.46
thousand carats of which 18.35 thousand carats were gem
diamonds and 31.11 thousand carats industrial diamonds. The
improvement was attributed to the success of the ongoing
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certification process which has forced exporters to utilise the
official channel. Electricity generated during the
month increased significantly by 4.01 GW/hr
(47.79%) as did industrial consumption by 0.60
GW/hr (39.06%). The increased electricity
generation was due to routine maintenance on
plants and equipment. The monthly inflation rates
for Freetown and Bo as measured by their monthly consumer

price indices were -1.79 percent and -1.71 percent respectively as
compared to -2.78 percent and 0.21 percent respectively in August.
These movements were mainly associated with declines in prices
of items in the �Food� category, especially imported rice. The
inflation rates for Kenema and Makeni moved upwards to 1.14
percent and 0.80 percent respectively. The increase in the Housing
Index explained the movement in the former while increases in
the prices of some items in the �Non � Food� as well as the �Drinks
and Tobacco� categories were responsible for the latter.

Fiscal Operations
Total revenue recorded at Le21,284mn, was Le3,581mn (20.23
percent)  above the preceding  month�s  level.  This  was due to
increases in  receipts from Income Tax and Miscellaneous items.

Chart 1. Inflation Rates
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Income Tax collections at Le6,474mn, reflected a noticeable
improvement of 142.93 per cent as a result of the usual receipts
from company tax at the end of the quarter.  Customs and Excise
collections of Le12,907mn, though 6.07 per cent below the
preceding period�s level, was 8.42 per cent higher than the
Le11,905mn reported in the corresponding month in 2001. Total
expenditure at Le34,551mn showed an  8.86 per cent  increase on
the preceding month�s level.  Treasury expenditure accounted for
48.53 per cent of  total expenditure and was responsible for the
surge in expenditure during the review month.   Major treasury
expenditures included the quarterly embassy payments for goods
and services, cost of textbooks for schools, settlement of arrears
to Guma Valley Water Company and National Power Authority,
cost of ten public buses, subventions and grants to training
colleges.The overall fiscal deficit at Le13,267mn was financed
from both domestic and foreign sources.  Domestic financing
accounted for 76.20 per cent of the total financing and was entirely
from the Central Bank, which contributed Le12,633mn, while
commercial banks and private sector reduced their holdings of
securities by Le1,611mn and Le912mn, respectively.  Foreign
financing of Le3,157mn was from the Economic Recovery and
Rehabilitation Loan (ERRL) of the African Development Bank.

Monetary Developments
The month under review experienced an expansion in monetary
aggregates.  Narrow Money (M1), Broad Money (M2) and Reserve
Money (RM) rose by Le777mn (0.39%), Le7.93bn (2.56%) and
Le3.11bn (2.19%) to Le198.93bn, Le316.90bn and Le144.81bn,
respectively.  The rise in M1 was as a result of the increase in
Currency in Circulation (Le1.18bn), which was greater than the
reduction in Demand Deposits (Le406mn).  The increase in M1
together with the increases in Foreign Currency Deposits
(Le5.31bn), Savings Deposits (Le322mn) and Time Deposits
(Le209mn) accounted for the expansion in M2.  The sources of
expansion in monetary aggregates in the review month were the
rise in Net Foreign Assets (Le25.35bn) and Domestic Credit
(Le11.19bn).  Over the twelve-month period to September 2002,
M2 grew by Le52.94bn (20.06%). Net Claims on Government by
the Banking System rose by Le13.83bn (5.33%) to Le273.01bn

due to the increase in Claims by the Central Bank.  Government�s
indebtedness to the Central Bank increased by Le13.84bn (8.92%)
to Le169.02bn on account of the increases in Ways and Means
Advances (Le6.80bn) and holdings of Treasury Bills (Le6.90bn),
which were more than the drop in holdings of Treasury Bearer
Bonds (Le1.07bn). Government deposit at the Bank of Sierra
Leone was reduced by Le 1.21bn. Net Claims on Government by
the commercial banks dropped narrowly by Le15mn (0.01%) to
Le103.99bn mainly as a result of the decline in their holdings of
Treasury Bills (Le2.06bn), which overshadowed the increase in
holdings of Treasury Bearer Bonds ( L e 4 9 4 m n ) .
Government Deposits at the commercial
banks dropped by Le1.56bn (8.89%) over
the month.  During the review period,
Claims on Private Sector decreased by
Le2.64bn (4.40%) to Le57.34bn. Interest
rates on average remained relatively stable
for the month of September, except for
lending rates ,which slightly dropped from
a range of 22-33 percent to 22-32 percent. The average annual
yield on Treasury Bills increased by 2 basis points to 15.23 percent

Chart 2. Interest Rates
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enoeL

while that on Treasury Bearer Bonds went down by 100basis points
to 18.00 percent.

Exchange Rates
The monthly average buying exchange rate of the Leone to the
US Dollar depreciated in all the foreign exchange markets during
September 2002.  The bureaux rate registered the highest,
depreciating by 1.18 per cent to Le2,077.54/US$1.00 while the
parallel rate at Le2,213.14/US$1.00 registered the least (0.31 per
cent) depreciation.  In between, the rates for the official and
commercial banks depreciated by 0.61 per cent and 0.45 per cent
respectively to Le2,059.46/US$1.00 and Le1,987.10/US$1.00. The
average selling rate depicted a similar pattern with the auction
rate, recording the highest depreciation ( 1.54 per cent) to
Le2,171.16/US$1.00, having depreciated through the weeks.  This
was followed by the official rate (0.61 per cent), the commercial
banks rate (0.49 per cent) and the parallel market rate (0.37 per
cent), moving respectively from Le2,088.35US$1.00, Le2,133.05/
US$1.00 and Le2,216.46/US$1.00 in
August to Le2,101.06/US$1.00,
Le2,143.50/US$1.00 and Le2,224.74/
US$1.00 in the review month.  The
bureaux rate at Le2,133.62/US$1.00
recorded the least (0.25 per cent) depreciation. The premium

Chart 3. Exchange Rates Development
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Notes: n.a  -  Not Available
**  -  Nil
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R  -  Revised
+  -  Provisional
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between the official and parallel market rates narrowed by 0.25
percentage points. The general depreciation of the Leone against
the US Dollar was attributed to the increasing demand for foreign
exchange in recent times.

External Trade
The value of exports at US$5.99 million, indicated a substantial
increase of 21.26 percent on the previous month�s level of US$4.94
million.  Proceeds from diamond exports amounted to US$5.27
million, the highest recorded in 2002.  Exports of gem and
industrial diamonds were 18.35  and 31.11 thousand carats, valued
at US$4.72 million and US$0.55 million, respectively.  The
increase was due to the improved efficiency and effectiveness in
the  implementation of the Certificate of Origin and increased
mining activities.  World cocoa price reached a 17 year high of
US$2,167 per tonne. However, being off-season for the
commodity, there was no export during the month. The value
of �Other exports� (comprising audio cassettes
and plastic wares) fell by 58.12 per cent to
US$0.25 million while the value of re-exports
(comprising mainly used vehicles, machinery and
batteries) increased by 47.93 per cent to US$0.48
million.Import bill at US$28.12 million was 2.59 per cent lower
than the preceding month�s total of US$28.87 million.  The
decrease was pronounced particularly in the payments for
petroleum products and manufactured goods, which dropped by
50.60 per cent and 30.15 per cent respectively to US$2.56 million
and US$4.29 million.  Payments for imported rice also fell by

7.91 per cent to US$4.84 million, as it was harvest season for
local rice. The value of consumer items (comprising food,
beverages and tobacco and animal and vegetable oils) increased
by 45.07 per cent to US$11.68 million while payments for
intermediary goods and machinery and transport equipment
remained relatively stable at US$2.13 million and US$7.46
respectively.  The trade deficit was reduced by 7.51 per cent to
US$22.13 million.

International  Reserves
The Gross  External Reserves of the Central Bank as at end of
September 2002 was US$33.50 million, which was equivalent to
two months of import cover.  It however registered a drop of
US$0.19mn(0.56%) over the month on account of total outflows
of US$16.91 million marginally surpassing total inflows of
US$16.75 million.  Major inflows included aid/loan disbursements
amounting to US$4.78 million {of which European Development
Fund replenishment (US$0.78 million),  Islamic Development
Bank (US$0.13 million)  and the final disbursement of African
Development Bank/Economic Recovery and Rehabilitation Loan
(ADB/ERRL) (US$3.87 million)} as well as HIPC assistance from
the IMF of US$11.61 million . Significant outflows were in respect
of the Bank of Sierra Leone weekly Foreign Exchange Auction
(US$2.32 million) and debt service payments totalling US$12.23
million comprising arrears of US$0.10mn to OPEC fund  and
loan repayment to IMF of US$ 11.92 million {comprising PRGF
and SAF loan repayments of SDR 2.70 million (US$3.56 million)
and SDR6.35 million (US$8.36 million) respectively}.
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