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The Report

The March 2024 edition of the BSL Monetary Policy Report presents an assessment of global and
domestic economic developments, mainly duringfdbeth quarter of 203. The report also assesses
current developments in thest quarter of 202 for which data is availableas well as neaterm
prospects, with aviewoimp | ement i ng appropriate monetary pc
objectives.

BSL Monetary Policy Objectives

The primary objective of the BSL is to achieve and maintain overall price stabithg iBierra Leone
economy. However, the Bankdéds mandate encompass
financial system and financial market development, as well as supporting the general economic policy o
the government to enhance ovérahcroeconomic stability.

Monetary Policy Strategy

The BSL is the sole monetary authority in Sierra Leone with a statutory operational independence tc
conduct monetary policy in the country. The Bank uses appropriate policy instruments to achieve its
staed objectives. They include, the Monetary Policy Rate (MPR), Open Market Operations (OMOs),
Standing Lending and Deposit Facilities, Foreign Exchange Operations, and Cash Reserves
Requirement.

Monetary Policy Process

The monetary policy of the Bank is formulated by the Monetary Policy Committee (MPC), which is a
statutorily constituted body of seven members. The MPC includes the Governor of the Bank (who serve
as the chairperson), Deputy Governor for Monet&tgbility, Deputy Governor for Financial Stability,

and Four other experts with relevant professional experience in monetary policy and financial market
operations nominated by the Governor and approved by the Board of Directors of the BSL. The MPC
meets every guier to assess recent global and domestic economic developments, as well-&s near
medium term prospects and inflation risks. Based on these assessments, a policy decision is made, mai
using the MPR to signal the Bliaenakodsin thhediP@ meeting, p
each member proposes a preferred MPR decision supported by underlying reasons. Final decision take
place by vote, with the chairman having the deciding vote in the occurrence of a tie. The final decision i
then published n a monetary policy st at e meighthowsraftetthee B
MPC meeting. In addition, the GoverngelectedMPC members and staff of relevant policypdemerts
engagamarketsparticipantsnotablythecomnercial banksfromtime t o t i me t o expl ai
decisions and to clarify emerging economic issues, especially those affecting the conduct of monetary ar
exchange rate policies, among others.

!Section 7. A of the new BSL Act 2019 states: fA(1) the o
(2) Without prejudice to subsection (1) the Bank shall contribute to fostering and maintaining a stable financial 3ystem. (
Without prejudice to the attainment of the previous two objectives, the Bank shall support the general economic policy of the
Government.



EXECUTIVE SUMMARY

The global economy has proven to be remarkablyieasito shocks in recent years. This resilience is
mostly due to strong macroeconomic fundamentals in most Advanced and Emerging market economie
and robust consumer and government spending. Also, labor markets have held up and supply chains he
normalized coupled with decreasing food and energy prices. Growth for 2024 is projected to increase by
3.1 percent (Jan. WEO, 2024), a 0.2 percentage points upgrade from the QGRIWEO projections.
Furthermore, global growth is estimated to edge up to 3.2 percent in@Q02B6e othethand,Global
inflation has been declining faster than anticipated across most regions. This is attributed partly tc
improvements in global supply chain ciitons and the effects of previous tight policy stances by central
banks.As a result, global inflation, previously estimated at 6.8 percent in 2023, is projected to moderate
to 5.8 percent in 2024.

On the domestic economthereal GDP growth iprojected to increase to 4.7 percent in 2024 and 5.2
percent in 2025, from a subdued growth of 2.7 percent in.Zl&3 projected growth in GDP could be
driven by increased investment in agriculture, mining activities, and a recovery in the services sector
Furthermoret he Bankdos anal yt i c al.k, thh Canposite indeg oféEooooyic i n
Activities (CIEA), recorded a positive growth in economic activity in 2023Q4 compared to a contraction
in 2023Q3 This reflecs increase in exports, and cency in circulation, while growth in capital
expenditure moderated

On the externabhderdefjctit with the rest of the
in 2023Q4 from US$226.6mn in theefpfrecvti ouscf qam
exports receipts andhg orisesd uecrtneagd romseRB S impot bad e d
2023aQwdas equivalent to 2.7 mont hdg hddmoinrmm phrpto frotf
of goods and services recorded in 2023Q3. I nfl
position Toke eRehBSB8hOhe rradlea thtambVregghmea il mesd ,du en et am
policy measures i mpl emneémtldd nlgye st hen B $le tfoo raed dr
participants also nbéebkbawmaindecueasaciyn saupesdul att i
confidence in the BSL's policies.

I n the monetary sector, b oMbn &¥2s)enrcvree aMoerde yn o(nt
2023Q4 compared to 2023Q3. RM expanded due to

BSL, Mbgrloewt h was driven by the NDA of the Ban
hol dings of government securities. However, Dbc
Additionally, credit to the pniowmanal $gci or 20 3
to the previous quarter but showed a significa

In the money market, the yield on the 3y T-bills increasedsteadilyin 2023Q4 and continued its
upward trend, reaching a peak of 3peéscentin February2024. Meanwhile, the 9day and 182lay T-

bill markets remained illiquid. Demand for government treasury bills remained skewed towards-the 364
day tenure, with deposit money banks being the primary participants. Additionally, the interbank market
rate cotinued its upward trajectory, nearing the overnight lending facility rate, indicating tight liquidity
conditions.



The financial sector remained relatively stable, with most key Financial Soundness Indicators (FSIs]
within acceptable thresholdBhe stabil t y i s on account of BSLOsS str
oversight,and the strong banking systenprofitability generagd from the significantinvestment in
government securitiesDespite the overall stability, inherent risks persist, including limited
intermediation for growth support, a high level of ymerforming loans (NPLs), interest rate risks
stemming from heavy reliance on government securities for banking sector eacyingssecurity
threats, and risks associated with information technology. A swatu#arge drop in Thill rates posea
significant interest rate risks to bank profitability and capital positions, potentially impacting lending
activity adversely. Corersely, a gradual decline in rates may incesgildanks to explore new lending
opportunities.

The government's budgetary operations shifted from a deficit of NLe2.4bn in 2023Q3 and NLe2.6bn in
2023Q2 to a surplus of NLe0.4bn in 2023Q4. This improvemastdriven by increased foreign grants,
enhanced revenue collection, and reduced expenditure. Consequently, the primary balance showed
surplus of NLe0.3bn in 2023Q4, contrasting with a deficit of NLe1.3bn in 2023Q3.

Inflation declined steadily fror84 .6 percent inOctober2023to 426 percent in February 2024, driven by
decreases in both food and Amod prices. This reduction can be attributed to the Bank's tight monetary
policy stance, exchange rate stability, increased food supply during the haagst,sstable fuel prices,
and base effect in the Consumer Price Index (CPI).

However, there are potential upward pressures on the inflation forecast. These include the immediat
effects of the proposed fiscal measures in the 2024 Finance Act, whicteadatoldirect and indirect

price increases. Additionally, there's volatility in energy prices due to the ongoing reduction in production
by the Organizationf PetroleunExporting Countries (OPEC), alongside elevated inflation expectations.

The rest of tk report is organised as follows: The second section analyses the global economic
developments including global growth, global inflation, commodity prices, and their implications for the
Sierra Leone economy. The third section reviews domestic econonelopments and outlook. Finally,

the fourth section covers the conclusion and decision of the M&@bersatthe MPC meeting held in
March2024.



1. GLOBAL ECONOMIC DEVELOPMENTS AND PROSPECTS

1.1 Global Output

The globaleconomyremainedresilientin 2023Q4 with growth holdingup. However,the paceof

the progress in growth remains slow and potential drawbacks may lie ahead. Unwinding supply
chains, decreasing food aedergy prices, as well as the slight pickup of economic actividhina

are boosting global economic activity and sentiments.However, the Composite Purchasing

Ma n a glredices(BMI) indicateghateventhougheconomicactivity pickedupin Chinagcoromic
performance has been marked by volatility, ongoing deflationary pressures, ameladtdonsumer
confidence.Someimprovementwas observedin the United States,as the compositePMI rose
through December 2023.

The Euro Area is anticipated awoid a doublealip recession in 2024, as the PMI continuesigoal
expansion in economic activity. Moreover, the global composite PMI is driven bsethiEes
sector, due to ease in lockdown measures and theupesansumer demand. Theanufacturing
sector activity remainedsubduedmainly dueto headwindsrom higherinput costssupply chain

disruptions and tightenonetary policy.

Figure 1: Trends in Global and Selected Economies PMIs
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Data Source: Markit Economics, through Trading Economics January 4, 2024. Note: PMIs above 50% signals expansion in
economiactivity; below50%signals contraction



Notwithstandingthe positive signals suggestedy the compositePMIs, high interestrates,
escalatiommftheRussiaUkrainewar,US- Chinatensionsfinancialstressisks,weaktrade |sraet
Palestine war, and unsettled political conditions in the Red Sea region could weigh on global
growth going forward. In addition, difficult policy tradsfs and increasing debt distress in many
emergingmarketsanddevelopingeconomiesacrosshe world could serveasmajorheadwinds

for economic growttgoing forward. However,the IMF forecastfor 2024 growth is about0.2
percentage point highereflecting upgrades for China, the United States, and large emerging

marketanddeveloping economies.

1.1.1 Advancedand Emerging Market Economies

Economic activities in advanced economies deteriorated slightly, as the impact of the banking
crisis and the tigiening of monetary policy have dampened consumer and business confidence.
Consumption and investment growth have slowed down, while inflation remains elevated. As a
result, growth in advanced economies is expected to stay sluggish at 1.5 percent iri€2024 af
1.6 percentin 2023.

There was a modest pickup of activity in emerging market and developing economies supported
in part by expansionof servicesand spillovers from resilient growth in the United States
Howeverthey also face headwindsfrom higher interestrates,weakerexternaldemand,and
supplydisruptions. h China, weaker consumption and investment continue to weigh on activity.
Consequentlygrowthin emergingmarketsanddevelopingeconomiess projectedto increase
slightlyto 4.2 percenin 2024 from 4.1 percent in 2023.

1.1.2 Sub-SaharanAfrica

Growth momentum in SuBaharan Africa remained moderate in the last quarter of 2023. Weak
economic outturn in South Africa and Nigeria is expected to offset improvement across most of
theregion.Howevertheregionis projectedoremainbroadlyresilientwith stableoutlookthrough

2024. In this regard, growth in the region is projected to improve to 3.8 percent in 2024 from 3.3
percentn 2023.



1.1.3 WestAfrican Monetary Zone (WAMZ)

Overall,economicctivitiesin theWAMZ blocexperienceadsubduedyrowthin 2023Q4mainly

driven by weak performances in Nigeria and Ghana, the two largest economies in the bloc. They
are expected to register lower growth rates than in the previous quartetes whak consumer
demand, low oil prices, and fiscal constraints. Liberia and Sierra Leone are also litetg to
headwindsrom infrastructuregaps,and environmentakhocks,but growth in SierraLeoneis
expectedto be supportedby a pick-up in mining, agricultureand servicesThe Gambiaand

Guinea are forecasted to maintain robust growth levels, supported by recovery in the services
sectorandminingsectorrespectivelyLookingaheadpverallperformancen theblocis expected

to improvein 2024,although growttwill remain belowhistorical levelsn most economies.

Figure 2: Real GDP Growth (percent) in the WAMZ Economies
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Source:IMF World EconomicOutlook,October2023,and January2024update;Note: e=estimateand f =forecast

1.2 Global Commodity Pricesand Inflation

1.2.1 Global commodity prices

CrudeOil Prices

Crude oil prices declined further in 2023Q4, reaching their lowest level since 2020. The average
crude oil price was US$81.20/bbl, down by 4.8 percent from 2028Q23.6 percent from the

peak in 2022Q2. The main drivers of this downward trend are the persistent weak demand due
to theglobaleconomicslowdownandtheoversupplyfrom RussieandOPEC+.BrentandWT]

crudeoil prices follow a similar pattern,with brent droppingto US$84.0/bbland WTI to
US$78.4/bbin 2023Q4 Crudeoil pricesareexpected tstayaround current levels imeshort

run.



Figure 3: Crude Oil Prices (US$/barrel)
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PetroleumProducts(Retail Prices)

Global petroleum prices continued to decrease in 2023Q4 mainly reflecting the decline inikrude
prices, and the slow recoveof demand from the pandemic, and U.S. dollar remains weak as the

FederalReserve maintains ascommodativenonetary policy stance.

Figure 4:Average Prices of Petroleum Products (US$/gallon)
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Source:U.S.Energylnformation AdministrationEIlA (January2024)

Food Price Index

Despitethe ongoingdecreases the FAO globalfood price indices,the pricesof food commodities
importedinto SierraLeonecontinueto rise,asreflectedby the estimate®f importedfood price index
by the Bank of Sierra Leone (BSL). This rise is primarily due to rigimags ofrice,which is themost

important stapléood andfoodimport item inSierraLeone



Figure5: BSL6s Esti mated | mport Food Price I ndex
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Iron OrePrice

Iron ore prices rebounded by 12 percent in 2023Q4, reaching a level of 129.0 dollars pértimnne.
increasevasdriven byarecoveryin China'ssteelproductionwhich boostedhedemandor iron ore.
However, this effect is likely to be temporary, as China faces environmental pressdtesde
tensionghatmaylimit its steeloutputheldup overtheremaindenf 2024.Consequentlyson ore prices

areprojected to declinagain in 2024.

Figure 6: The Price of Iron Ore (US$/dmt)

220 ~
200 A
180 A
160 -
140 -
120 A
100 A
80 -
60 -
40 -
20 A

0

Price ($/dmt)

Projection

2016Q1
2016Q2 -
2016Q3 -
2016Q4 -
2017Q1 -
2017Q2 -
2017Q3 -
2017Q4 -
2018Q1 -
2018Q2 -
2018Q3 -
2018Q4 -
2019Q1 -
2019Q2 -
2019Q3 -
2019Q4 -
2020Q1 -
2020Q2 -
2020Q3 -
2020Q4 -
2021Q1 -
2021Q2 -
2021Q3 -
2021Q4 -
2022Q1 -
2022Q2 -
2022Q3 -
2022Q4 -
2023Q1 -
2023Q2 -
2023Q3 -
2023Q4 -
2024Q1 -
2024Q2 -
2024Q3 -
2024Q4 -

Source:World BankCommaodityMarketDatabaseJanuary2024



Cocoaand CoffeePrices

Cocoa prices continued to rise by double digits, i.e. by 13.5 percent, sellug$dt21/kg in
December 2023, driven by strong demand from chocolate manufacturers and lower production in
West Africa. Cocoa prices extended their steep rise by increasing anotfesc8ain the first two
months of 2024, reaching US$5.56/kg. Averageustd coffee prices stayed flat, selling at
US$2.77/kg in 2023Q4 due to lower exports from Vietnam and Indonesia, and higher demand
roasters. Arabica coffee prices, however, increased by 4.9 percent, sallB$aB5/kg oraverage

in 2023Q4,asthe Brazilian crop recoveredfrom the previousdroughtand the Colombianpeso
depreciabn. Cocoaprices are projected to fall in 2024, as supply and demand balaneadut

weatherconditionsimprovewhile coffeepricesareexpectedo stayaroundend2023 levels.

Figure 7: Cocoa and Coffee Prices (US$/kg)
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1.2.2 Global Inflation

Global inflation is estimated a6.8 percentin 2023.However, inflation in recent months has been
declining faster than anticipated across most regions. As a result, global inflation is projected to
moderate to 5.8 percent in 202%is slowdown in inflationreflects continued tighthonetary policy
across mjor economies, as well as an improvement in supply chain conditions and a decline in
commodity prices. Neverthelesscore inflation remains elevatednh many regions, especiallyin

emergingnarketsanddeveloping economies (EMDES), whéirgancial vulnerabilities and exchange

rate pressureposesignificant risks.



According to thdMF Jan 2024NEQ, inflation in advanced economiegas estimated at.6 percent in
2023, while inflation in EMDEs remaied at 8.4 percent. Amanthe latter group, suSaharanAfrica

facesthehighestinflation rateof 15.8percentdrivenby persistenfood insecurity,currencydepreciation

13.1
I |

Global Advanced Economies Emerging Market and Sub-Saharan Africa
Developing Economies

and fiscal imbalances.

Figure 8: Trends in Global and Regionall nflation
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Sub-SaharanAfrica (SSA)Inflation

Inflation in Sub-SahararAfrica reachedl5.8 percentin 2023Q4 the highestlevel since1994.This was
mainly driven by supply shocks, currendgpreciation, and fiscal expansion in some of lHrgest
economies in the region, such as Nigeria, Ethiopia, and Angola. The outlook for 282§ bleak, as
inflation is projected to remain above.Q®ercent, well above the target rangenaist cemal banks,

compared to October 2023 WE@ue to persistent underlying inflationdorces.

Inflation in the WAMZ

The WAMZ economies experienced high consumer price inflation in the last quarter oE023;, for
Guinea and Liberia which maintainsthble inflation rates. The most notable change the significant

drop in Ghana's inflation, which reached a low of 23.2 percent in Dece20B8Gh anad6s r ecC
inflation rateis associated with factors such as tighter monetary policy, lower curdepcgciationand
reducedfuel prices.The othercountriesin the bloc also sawsomemoderationin inflation, but not as
dramatic as Ghana$he situation in Sierra Leone resembles tifaGhanawith a oneyear lag which

supports a positive domestidlation outlook



Figure 9: Inflation Trends in the WAMZ
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1.3 Monetary Policy and Financial Market Developments

Global financial conditionsremaintight. Although globalinflation is decelerating it
remains high in most countriesand the outlook is also clouded with uncertaintie® to

geopolitical tensions such as the IsfBalestine conflict, Russiddkraine war, renewedupply

chain disruptionsind increased shippiropsts.

Themonetarypolicy authoritiefacedadifficult tradeoff betweerfighting inflation andsupporting
growth andfinancial stability. Somecentralbanks,suchasthosein the WAMZ region,increased
their policy ratessignificantly to curbinflation anddefendtheir currencieswhile others,suchas

thosein the major economies,adopteda more cautiousapproachand kept their policy rates

unchangear raised them slightly.




Figure 10: Selected Sovereign Bond Yields
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The global financial conditions eased somewhat but continued to be tight, as the interest rates on
the10-yeargovernmenbondsin theUnited StatesEuroAreaandUnitedKingdomremainechigh

in 2023Q4. This kept the borrowing costs and debt burdens high for many emerging markets and
developing economies, especially those with high external debt and weak fiscal positions. The

global unertainty also dampened the investment and consumption sentiments, leading to lower
growth prospecttor 2024

Figure 11: ExchangeRates of Selected Major Global Currencies to the U.S. Dollar
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1.4 Implications of the Global Developmensfor the outlook of the Sierra Leoneeconomy

The lower globatommodity prices, as well as the improved global supply chains, could reduce the cost
and volume of Sierra Leonebs imports, |l eading
domestic currency.

The subdued global inflation could also lowke pasghrough effect of imported inflation for Sierra
Leone in the near future.

The increased demand for Sierra L e o nsaeppasthighex por

GDP growth and generate mdogeign exchangearnings.

However, some&ownside risks remain, such as the tight global financial conditions thatlouitlthe
inflow of FDI and ODA to the country. Moreover, the high global uncertainty coeghtivelyaffect
domesticeconomicactivity in 2024.

The challenging economic comidns in China, including deflationary pressures, could drag the growth

of the Sierra Leone economy.

2.0DOMESTIC ECONOMIC DEVELOPMENTS

2.1Real Sector Development

2.1.1 Real GDP Growth
Growth in Real GDP is projected to rebound to 4.7 percent in 2024 apdrbeht in 2025,0mpared

to an estimated subdued growth of 2.7 percent in 2023. The expected strongngoorehtum will

be driven by robust growth in agriculture and mining, an upturn in the seseices, and investment
in essential infrastructure whicontinued fiscal tightening will remaindaag. Growthis expectedo
remainresilientoverthe mediumtermreflectingcontinuedmacroeconomic stability. However, risks
to the projection are tilted to the downside dueptdentially larger policy intementions by the
government, renewed depreciation of the Leoneyadsas global supply chain disruptions since the

onset of the gegpolitical conflict in Europe anthe Middle East.
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Figure 12: Real GDP growth
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Excludingiron oreandmining sector real GDP growthis projectedto increasdo 4.6 percent and.0
percent in 2024 and 2025, respectively, from a weak growth rate of 2.6 percent in 2225 ,both
real GDP growthexcludingiron oreandmining sectowill remainstrongat5.0percentand4.7 percent

respectively.
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Figure 13: Real GDP growth Rates Excluding Iron ore and Mining Sectors
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2.1.2 Compositelndex of EconomicActivity (CIEA)

The Bankés analytical high frequency i fQHEAr at o
recordeda positivegrowthin economicactivity in 2023Q4comparedo a sharpcontractionin 2023Q3.
Thepositivegrowthin the CIEA reflectsincreasen exportsandcurrencyin circulation, while growth in
capital expenditure moderated. However, imports, wagessalaties,and goodsand servicegax

decreased in theeviewed quarter.

Figure 14: Contributions to quarterly CIEA growth
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Box 1: Business Confidence

The Bankodés business sentiment scores 202respeciveland 3 i n
These scores point to a positive business perception, indicating that businesses are generally optimistic and
confident regarding their current andar future economic conditions.

Figure 15: Business Sentimengcores
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2.1.3 Price Developments
Inflationary pressures have been easing since October 2023. Headline inflation decreased from 54

percent in October 2023 to 52.2 percent in December 2023. Inflation further declined to 47.4 percent it
January and then to 42.6 percent in February 2024adaealecline in prices of both food and Food

components of the consumer basket.

Increae indomestic food supply during the harvest season partly explains the decrimssminome of
goods imported into Sierra Leone (with associated decrease ortedpinflation).Imports of food,
vegetableoil, and manufacturinggoodsdecreasedn both volume and value in January 2024ence,
food inflation dropedto 49.8 percent idanuary 2024 from 57.2 percent in December 2023-fbodh
inflation fell to 45.6 percent idanuary2024from 48.3 percentin Decembe2023.

At the policy levelthe decrease in inflatiois supported byhe impact of theight monetarypolicy of
the bankarelatively stable exchange ratmupled withadjustmenin the GST tax brackets for SMEs

andexpenditurgationalization of the government contributed tordeentdecline in headline inflation.

2The business confidence is still experimental.
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Figure 16: Headline, Food and Norfood Inflation
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On a monthon Month basis,inflation declined to 0.4 percent ibanuary 2024 from 2.percent in
December 202 The decline in January was brdaaked, reflecting fastéhan expected price declines
associated with markétased goods argkrvices such as food, and regulatedises.

Figure 17: Path of monthly inflation within the years of 20212023
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Broad assessmenif inflation showedthat both imported and domesticgoodsand servicesinflation

subsided in th023Q4 and January 2024. This implies that domestic inflationary presswed as
imported inflation eased in threviewperiod.
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Figure 18 Domestically produced and imported goods and services inflation
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2.2 External Sector Developments

2.2.1 Merchandise Trade

SierraL e o ntededeficit with the restof the world narrowedby 50.89 percentto US$111.30min
2023Q4 from US$226.62mn in the previous quarter, reflecting the coméifests of a 24.2@ercent

increasan exports receipts, coupledth a9.72percent decrease import bills.
Figure 19: Merchandise Trade
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Componentof Import

Merchandisemportsweredrivendownby food andmanufacturedjoodswhichwasonly partially offset
by the boostfrom fuels and lubricants.Merchandisémportswerevaluedat US$452.5mnin 2023Q4,

decreasing by 9.7 percdnbm 2023Q3.
16




Figure 20: Components oflmport

A: Importsrelativecontributions2020Q1i 2023Q3

B: Importsrelativecontributionsto growth2023Q3
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Componentof Export

The increase in merchandise exports was driven mainly by iron ore, rutile, cocoa, and diavhafds,
wasonlyin smallpartoffsetby otherexportsTotalvalueof merchandisexportancreasedby 24.3percent
from 2023Q3 to US$341.2mn in 20230Q4.

Figure 21: Components of Export

A: Exportsrelativecontributions2020Q1i 2023Q3

B: Exportsrelativecontributionsto growth2023Q3
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2.2.2 GrossForeign ExchangeReserves

Grossforeignexchangeeserve®of the Bankof SierraLeoneincreasedo US$468.4mrin 2023Q4
from US$437.5million in 2023Q3,mainly on accountof excessnflows over outflows duringthe
review quarter.Consequentlyresenes were enoughto cover 2.7 monthsof import of goodsand
servicedn 2023Q4 comparedvith 2.3 months of import cover in 2023Q3.

Figure 22: Gross Foreign Exchange Reserves and Months of Import Cover
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2.2.3 DiasporaRemittances

Diaspora remittance inflows further decreased by 11.9 percent to US$111.8mn in 2023Q4, from
US$126.9mn in 2023Q3. Remittances are howexpected to be stronger in the next quadsSierra
Leoneans in the diasposapport families and friendsack home.

Figure 23: Diaspora Remittances toSierra Leone
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2.2.4 External Vulnerability Ratios

External debt service paymentsincreasedto US$53.9mnin 2023Q4,from US$27.2mnin 2023Q3.
Similarly, forex inflows and exporttax receiptsalso increasedo US$117.67mrand US$12.28mrin
2023Q4 from US$18.44mn and US$9.30mespectively in 2023Q3. Accordingly, the ratio afebt
serviceto exporttax receiptwas broadly stable in 2023Q#hile that ofdebtserviceto FX inflows
increased.

Figure 24: External Vulnerability Ratios
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2.3ExchangeRatesand Foreign ExchangeMarket Developments

2.3.1 Bilateral Ratesand Foreign ExchangeMarket Developments

Theexchangeatehasbeenrelatively stablesinceJuly 2023owingto tighter monetary policysomeother

policy measuregsuch as prohibiting offshore trading by international brokerage firms and repatriation of
exportproceedssstipulatedn FinanceAct 2024)implementedy BSL and supported by tighter fiscal
policy. These measures also contributed to improving foreign trade halducein turn reduced pressure on the
foreign exchange mark&urthermorewith the stabilization of the exchange raggeculationn the FXmarket

also subsidedin 2023Q4to January2024 therebyleadingto reducedhedging activitiesby market

participantsand lower volatility

19



Figure 25: ExchangeRate Movement (Yearon-year %)
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2.3.2 Effective ExchangeRates

TheNominalEffectiveExchangdrate(NEER),whichmeasuregherelativestrengthof theLeoneagainst

thecurrenci Si

es of

erra Leoneds tr adrelatigeto23Q3.ner

Similarly, the real effective exchange rate (REER), which measures the competitiveness bf&Sierrae 6 s
traded goods relative to those of its tradpaytners appreciated by 5 percent in 2023€l4tive to
2023Q3. The REER appreciation was due to a significant increase in domesticampasedo foreign
prices,which outweighed the effect of nomirdépreciation.
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Figure 26: Percentage Contributions to the Change in REER
Contribution to REER Depreciation(+)/Appreciation(-)
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Figure 27: Real Effective Exchange Rate
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2.3.3 Foreign ExchangeMarket Turnover

Total amount traded in the foreign exchange market (purchases and sales) during 2023Q4 was
US$332.40mn, down by 1B.percent relative to US$396.23mn realized in the corresponding
quarter(2022Q4)and upby 9.7 percent fromJS$303.12mmecorded in 2023Q3.
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Commercial banks mainly purchase forex from the mining sector, international organizations
(mostly NGOOGS), foreign exchange b unge &ams , anod
remittancess typically acquiredeitherfrom remittancecompaniesr indirectly from FX bureaus.

Banks traditionally provide foreign exchange to various entities, such as rice importers, oll

marketingcompaniesand businesses in terviceindustry.

Figure28 Commer ci al Banksd Forex Purchases from Sel ec

Source:Bank of Sierra Leone (BSL)

Figure 29: Commercial Banks Forex Salesto SelectedSectors

Source:Bank of Sierra LeonBSL)
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