Sierra Leone Balance of Payments

l. General

The Research Department of the Bank of Sierra Leone (BSL) is responsible for the compilation of the
Balance of Payments for Sierra Leone. BSL obtains the data for the balance of payments estimates
from various sources including the government ministries, the Customs and Excise Department (CED),
BSL records and the “Financial Survey of Major Limited Companies.” BSL conducts this survey
annually to obtain estimates for services and for income and capital flow data relating to direct
investment, portfolio and other investments. In addition to the balance of payments, the Bank now
produces the International Investment Position (IIP) since 2002 compilation. The sources of data for
the IIP are the same as the Balance of Payments. Data are prepared on an annual basis; they are
published in the Sierra Leone Balance of Payments pamphlet and in the half yearly, BSL Bulletin and
BSL website. Balance of payments estimates are compiled in millions of Leones and are, as far as
possible, in accordance with the international standards recommended in the Balance of Payments
fifth manual (BPMY).

Il. Specific ltems: Balance of Payments
Current Account

Goods

Exports

Export data excluding diamond exports are obtained from CED. Diamond exports data are obtained
from the Government Diamond Department (GDD). To make adjustment for smuggled diamonds, un-
recorded diamond exports from Sierra Leone are added to the export data. Un-recorded diamond
exports from Sierra Leone are estimated by deducting official export figures for diamond from trading
partners’ official import figures of diamond from Sierra Leone. Other exports, which are not captured
by customs such as goods procured in ports by carriers, are also added. The value of exports is reported

on free on board (f.0.b.) basis.

Imports

Imports data are obtained from (CED) on a cost, insurance and freight (c.i.f.) basis and are adjusted to
a free on board (f.0.b.) level by deducting estimates of freight and insurance. These deductions are
added to the services sector. Other adjustments include the addition to the import data of non-dutiable
goods also obtained from CED, petroleum products from the oil companies and payments for printing
of currency from BSL. Foreign currency values of imports are converted into Leones at the official

exchange rate.



Services

Transportation

This category covers freight and passenger services for all modes of transport and port services. Data
for transport services are derived from an annual survey of airline and shipping companies that operate
in Sierra Leone. Data on seaport charges and airport fees are derived from information provided by the
seaports and airport authorities. Estimates of freight and insurance are based on information furnished
in customs declaration forms. Where such information is not available, these expenses are estimated at

10 percent and 2 percent, respectively, of the c.i.f. value of imports.

Travel
Estimates of travel credits are compiled by combining data on tourist arrivals with estimates of their
average expenditures, both of which are provided by the Sierra Leone Tourist Board. Information on

government travel is obtained from banking records.

Other Services

Insurance. Data are obtained from the BSL annual survey of all insurance companies resident in Sierra
Leone. Credit entries include the net premiums received on direct insurance of exports and reinsurance
by companies operating locally. Premiums are net of claims, cancellations, and commissions. Debit

entries cover premiums on merchandise insurance on imports derived from customs statistics.

Other Business

Other services comprise those international service transactions not covered under the items
transportation and travel. They include: communications services, construction services, financial
services, computer and information services, royalties and license fees, other business services. Credit
entries are made for all services provided by residents to non-residents, whilst debit entries are made
for all services provided by non-residents for resident enterprises. For information on other services,
separate questionnaires are designed and administered to both providers and consumers of such services

in the country.

Government Services not included elsewhere

Cash flow statements from International Finance Department at Bank of Sierra Leone are used for
government services not included elsewhere. Credit entries represent expenditures of foreign
governments, diplomatic missions, and international organizations in Sierra Leone. Debit entries
comprise the expenditures abroad of Sierra Leone’s diplomatic and trade missions as well as military

expenditures on the Sierra Leone military contingent in foreign countries.



Income:

Income covers two types of transactions between residents and non-residents

1. Those involving compensation of employees, which are paid to non-resident workers (eg border,

seasonal and other short term workers)

ii. Those involving investment income receipts and payments on external financial assets and
liabilities. Included in the latter are receipts and payments on direct investment, portfolio

investments, other investments, external debt and receipts on reserve assets

Compensation of Employees

This comprises wages, salaries, and other benefits in cash or in kind, earned by individuals in economies
other than those in which they are residents — for work performed for (and paid for by) residents of
those economies. Income earned by residents of Sierra Leone is recorded as a credit and payments
made to non-residents are recorded as debit. Data obtained from completed questionnaires sent to

enterprises as well as official sources such as BSL records.

Investment Income

Direct investment, portfolio investment and other investment data are derived from the annual financial
surveys of registered companies, banks and other financial institutions as well as from BSL records.
Details of government transactions are obtained from the International Finance Department (IFD) of
the BSL. The credit entries relate mainly to interest on investments held by official institutions. The
debit entries relate to remittances of profits, interest, and dividends accruing to nonresidents, as well

as interest on official loans.

Current Transfers

General Government

Data are derived from information provided by various government agencies. The entries cover grants
in cash and in kind from other governments for development and training, and contributions to the

administrative budget of international organizations.

Other Sectors

Data are derived from the International Finance Department records of the BSL and information provided
by the banks as well as duty free entries pertaining to Non-Governmental Organisations. The credit
entries include grants and gifts received, transfers of savings by nonresidents, and transfers of funds by

missionary organizations.



Capital Account
Capital Transfers

Debt forgiveness. Data on debt forgiveness are derived from records of the International Finance
Department of the BSL.

Financial Account

Direct Investment
BSL administers an annual financial survey of all registered companies in order to derive data on
direct investment. Estimates mainly cover direct investment in branches and subsidiaries by foreign

companies, which for the purposes of this survey, covers companies in which more than 10 percent of

share capital is held by nonresidents. Reinvested earnings are included.

Portfolio and Other Investment

Data on general government transactions related to the other investment category are obtained from
the Banking, International Finance and Accounts and Budget Departments of the BSL. Assets include
holdings of foreign long-term securities (which comprise mainly sinking-fund contributions, savings
banks’ investments, and other funds) and other foreign assets. Similar data for the monetary authorities
are derived from the records of the BSL. The entries cover changes in foreign assets (other than reserve
assets) and liabilities of the monetary authorities. Data on the other investment transactions of banks
are obtained directly from commercial bank records. Entries are estimated as differences in amounts

of outstanding foreign assets and liabilities of commercial banks; thus, they include valuation changes.

Reserve Assets
BSL records supply these data. The data on foreign exchange holdings of the BSL are estimated as

differences in amounts outstanding and, therefore, include valuation changes.

International Investment Position (IIP)

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, IFD
and BSL trial balance).



lll. Sierra Leone’s Balance of Payments and International
Investment Position 2005

Sierra Leone’s latest balance of payments estimate depicted an improved external account position of
the country with an overall deficit of US$132.90mn in 2005 compared to a deficit of US$159.20mn in
2004. The deficit represents 11.14 per cent of the Gross Domestic product (GDP) as against 14.87 per
cent in 2004. The improvement was largely due to improved balances in the current transfers account,
income account and services account of the current account. The surplus balance in the capital and
financial accounts however reduced by US$101.96mn or 53.39 per cent to US$89.01mn from
US$190.97mn in 2004.The residual item (net errors and omissions) dropped by 38.17 per cent to
US$129.53mn.

Current Account

The deficit balance of current account transactions stood at US$92.38mn in 2005, representing 7.75
per cent of GDP compared to US$140.69mn in 2004 (or 13.14% of GDP). Excluding official transfers,
the current account deficit was US$179.15mn or 15.02 per cent of GDP compared to US$178.7 1mn or
16.69 per cent of GDP in 2004. The favourable trend, though marginal, in the current account stemmed
mainly from higher net inflows under current transfers and reduced net deficits in income and services
accounts, which together neutralized the deterioration in the merchandise account. The trade deficit
widened from US$120.24mn in 2004 to US$165.42mn reflecting a steadier increase in aggregate
import value more than the growth in total export receipts. Receipts from exports rose by 27.37 per
cent to US$196.25mn following significant increases in the proceeds from mineral and agricultural
exports. Earnings from export of minerals dominated by diamonds totaled US$142.47mn, reflecting
an increase of 12.77 per cent over the year. Agricultural export earnings mainly in respect of coffee and
cocoa also increased by 16.87 per cent to US6.24mn. Payments for import of goods, after allowing for
uniform valuation, rose by 31.84 per cent to US$361.67mn and were influenced largely by increases in
payments for petroleum products, “machinery and transport equipment”, intermediary goods comprising
chemicals and crude materials, and manufactured goods. Other items of the current transactions account
particularly services and current transfers were noted to have evolved favourably compared to 2004.
Services deficit dropped by more than half (57.11 per cent) to US$13.28mn on account of marked
reduction in payments for communication and other business services. Current transfers constituting
official grants and private remittances hiked from a surplus of US$77.54mn to US$137.23mn due to
increased donor support especially in the area of budgetary support and HIPC relief flows.

Capital Account
The capital account recorded a net surplus of US$67.81mn, 40.90 per cent lower than the net surplus
of US$114.74mn recorded in 2004. The fall reflected significant reduction in both official and private
capital inflows respectively from US$79.68mn and US$38.02mn in 2004 to US$66.09mn and
US§1.73mn in 2005.



Financial Account

Financial account transactions yielded net inflows of US$20.29mn compared to US$76.23mn recorded
in 2004. The level of foreign direct investment in the economy dropped from US$61.15mn in 2004 to
US$40.72mn in 2005 on account of remarkable reduction in the nets of “other capital” and “reinvested
earnings”, which together offset the increase in equity capital. Meanwhile the value of direct investment
abroad stood at US$7.55mn as against nil position in 2004. The level of “other investment” posited a
net deficit of US$27.98mn. This was the combined effects of a significant increase in asset holdings
on one hand and a remarkable reduction in private sector liabilities as a result of loan liquidation on

the other hand. Portfolio investment continued to be nil in the reporting period.

Financing
The overall deficit of US$132.90mn was financed partly by a draw down on official reserves assets,
the use of exceptional financing in the form of accumulation of arrears and debt forgiveness, and the

use of Fund Credits and loans from other multilateral and bilateral creditors.

International Investment Position (IIP)

The trend in the net of the country’s International Investment position continued to depict the country
as a net debtor to the rest of the world as the stock of external liabilities continued to outweigh the
stock of external assets. As at end-December 2003, Sierra Leone’s International Investment Position
revealed a deficit of US$1.73bn. This position deteriorated to US$2.19bn as at end-December 2004
but moderated to US$2.00bn as at end-December 2005. This development was on account of stock of
external liabilities growing faster than the stock of external assets throughout the period. The total
external assets increased steadily from US$70.00mn as at end 2003 to US$137.00mn as at end 2005.
This was largely due to upward movements in the country’s official reserve assets as well as the
banking institutions. Similarly the stock of external liabilities increased from US$1.80bn as at end
2003 to US$2.33bn as at end 2004 but dropped to US$2.19bn as at end 2005. Other investment
liabilities of which general government long-term loans accounts for over 70 per cent of the country’s
total external liabilities increased from US$1.75bn as at end 2003 to US$1.95bn as at end 2004 but
dropped slightly to US$1.89bn as at end 2005.
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Table 9 - International Investment Position: External Assets and Liabilities
(Million US Dollars)

Period 2003* 2004~ 2005

International Investment Position, net (1,727) (2,190) (2,000)

Assets 70 137 191
Direct investment abroad -

Equity capital and reinvested earnings -
Claims on affiliated enterprises -
Liabilities to affiliated enterprises (-) -

Other capital -
Claims on affiliated enterprises -
Liabilities to affiliated enterprises (-) -

Portfolio investment -

Equity securities -
Monetary authorities -
General government -
Banks -
Other sectors -

Debt securities -
Bonds and notes -

Monetary authorities -
General government -
Banks -
Other sectors -
Money-market instruments -
Monetary authorities -
General government -
Banks -
Other sectors -
Financial derivatives -

Monetary authorities -

General government -

Banks -

Other sectors -

Other investment 9 2
Trade credits -
General government -
Long-term -
Short-term -
Other sectors -
Long-term -
Short-term -
Loans -
Monetary authorities -
Long-term -
Short-term - - -
General government -
Long-term -
Short-term -
Banks -
Long-term -
Short-term -
Other sectors -
Long-term -
Short-term -
Currency and deposits 9
Monetary authorities 9
General government -
0

0
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'
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Banks

Other sectors

Other assets
Monetary authorities -
Long-term -
Short-term -
General government -
Long-term -
Short-term -
Banks -
Long-term -
Short-term -
Other sectors -
Long-term -
Short-term -
Reserve assets 61
Monetary gold -
Special drawing rights 37 5
Reserve position in the Fund -
Foreign exchange 24
Currency and deposits 24
With monetary authorities 22
With banks 3
Securities -
Equities -
Bonds and notes -
Money-market instruments - - -
Financial derivatives ,net - - -
Other claims - - -

-
-
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Table 9 - International Investment Position: External Assets and Liabilities (Contd.)

(Million US Dollars)

Period

2004*

2005

Liabilities
Direct investment in reporting economy
Equity capital and reinvested earnings
Claims on direct investors ()
Liabilities to direct investors
Other capital
Claims on direct investors (-)
Liabilities to direct investors
Portfolio investment
Equity securities
Banks
Other sectors
Debt securities
Bonds and notes
Monetary authorities
General government
Banks
Other sectors
Money-market instruments
Monetary authorities
General government
Banks
Other sectors
Financial derivatives
Monetary authorities
General government
Banks
Other sectors
Other investment
Trade credits
General government
Long-term
Short-term
Other sectors
Long-term
Short-term
Loans
Monetary authorities
Use of Fund credit & loans from the Fund
Other long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term
Currency and deposits
Monetary authorities
General government
Banks
Other sectors
Other liabilities
Monetary authorities
Long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term

End of year exchange rates

2358.225

2,327

2719.97

2,190

2892.385

* Revised
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Table 10 - International Investment Position: External Assets and Liabilities

(Million Leones)

Period

2003*

2004~

2005

International Investment Position, net

Assets
Direct investment abroad
Equity capital and reinvested earnings
Claims on affiliated enterprises
Liabilities to affiliated enterprises (-)
Other capital
Claims on affiliated enterprises
Liabilities to affiliated enterprises (-)
Portfolio investment
Equity securities
Monetary authorities
General government
Banks
Other sectors
Debt securities
Bonds and notes
Monetary authorities
General government
Banks
Other sectors
Money-market instruments
Monetary authorities
General government
Banks
Other sectors
Financial derivatives
Monetary authorities
General government
Banks
Other sectors
Other investment
Trade credits
General government
Long-term
Short-term
Other sectors
Long-term
Short-term
Loans
Monetary authorities
Long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term
Currency and deposits
Monetary authorities
General government
Banks
Other sectors
Other assets
Monetary authorities
Long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term
Reserve assets
Monetary gold
Special drawing rights
Reserve position in the Fund
Foreign exchange
Currency and deposits
With monetary authorities
With banks
Securities
Equities
Bonds and notes
Money-market instruments
Financial derivatives ,net

Other claims

(4,072,670)
165,388

144,551
87,021

57,530
57,530
51,519

6,011

(5,955,653)
373,452

71,53
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23,223
48,312

301,917
143,959

157,958
157,958
144,881

13,077

(5,783,789)
551,878

452,315
95,176

357,139
357,139
354,302

2,837
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Table 10 - International Investment Position: External Assets and Liabilities (Contd.)

(Million Leones)

Period

2003*

2004~

2005

Liabilities
Direct investment in reporting economy
Equity capital and reinvested earnings
Claims on direct investors (-)
Liabilities to direct investors
Other capital
Claims on direct investors (-)
Liabilities to direct investors
Portfolio investment
Equity securities
Banks
Other sectors
Debt securities
Bonds and notes
Monetary authorities
General government
Banks
Other sectors
Money-market instruments
Monetary authorities
General government
Banks
Other sectors
Financial derivatives
Monetary authorities
General government
Banks
Other sectors
Other investment
Trade credits
General government
Long-term
Short-term
Other sectors
Long-term
Short-term
Loans
Monetary authorities
Use of Fund credit & loans from the Fund
Other long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term
Currency and deposits
Monetary authorities
General government
Banks
Other sectors
Other liabilities
Monetary authorities
Long-term
Short-term
General government
Long-term
Short-term
Banks
Long-term
Short-term
Other sectors
Long-term
Short-term

4,238,058
122,244
101,565

101,565
20,679

20,679

3,865,378
427,188
427,188

3,438,189
3,438,189

6,329,105
1,017,482
478,891

478,891
538,591

538,591

5,061,186
887,286
887,286

4,082,205
4,082,205

91,695
89,833
1,862
250,437
250,437

6,335,666
879,427
154,295

154,295
725,132

725,132

5,077,472
936,628
936,628

4,140,845
4,140,845

* Revised
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