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PCBS: Balance of Payments, Preliminary Results, 2013 2013 ccile daall sl ad5Y) mslaall :PCBS

2013 2012 cpaball *phaudd 8 clegrall (haa i1 Jga
Table 1: Balance of Payments in Palestine* for the Years 2012, 2013

(Value in million USD) (Soe) Y52 (slally Al
Indicator 2013 2012 igal)

Current account (net) -2,383.4 -1,821.0 (2la) wlal) Gluall
Goods (net) -4,682.7 -4,135.7 (Ala) bt
Exports (fob) 1133.7 1135.3 (<) chalall
Imports (fob) 5816.4 5271.0 (sd) <yl
Services (net) -49.5 -293.2 (Bla) clardl)
Exports 938.1 735.8 bl
Transportation services 10.3 7.4 Jall clead
Travel services 788.5 580.9 saadl leas
Communications services 34.1 47.3 aVlaW) alas
Construction services 57.7 43.2 Gl i) alaad
Other business services 11.6 8.7 @AY el clana
Government services 29.8 43.3 desSall cleaall
Others** 6.1 5.0 ** gl
Imports 987.6 1029.0 Clylsl
Transportation services 129.3 117.9 dall aleas
Travel services 674.2 656.5 [JEAR{NCADRYY
Communication services 18.9 20.1 AYlaW) dilead
Other business services 91.9 83.7 @AY Jled) cilera
Personal cultural recreational services 0.2 0.2 g ylly AWl duadidll Glead
Government services 43.8 67.9 dpesSall clarall
Computer and information services 4.2 59.9 Glaglaally Y sl Glars
Others** 25.1 22.8 Bar Al
Income (net) 1,160.3 857.5 (Aua) Ja
Receipts 1263.8 941.4 Glia gl
Compensation of employees 1140.5 823.0 Claladl by oo

Of which from Israel 1079.8 762.7 il e 2lgia
Investment income 123.3 118.4 okl Jas
Payments 103.5 83.9 Gle gadl)
Current transfers (net) 1,188.5 1,750.4 (Bla) Aplal cdlygal
Inflows 1,862.9 2,331.5 Ol Y A2l il

To the government sector 735.3 643.3 asSall g Uadll
of which from Donors transfers 687.3 595.4 Duiladl Jpal) s
To the other sectors 1127.6 1688.2 waldl) ¢ Uadll
of which from Donors transfers 282.4 307.4 Aailall Jodll lysas
Outflows 674.4 581.1 Cbandd e AaplAl) claa)
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Table 1 (Cont.): Balance of Payments in Palestine* for the Years 2012,2013

(Value in million USD)

(Sl N3 uslally dal)

Indicator 2013 2012 Sigall
Capital and financial account (net) 2.144.6 1,522.5 (hla) Al Slanl) Gloadl
Capital account (net) 551.3 588.2 (ba) Samdsll o)
Capital rransfers (net) 551.3 588.2 (cs¥s) Adlanll Dy el
Inflows 551.3 588.2 Clands ) A0S0 culsa )
To the government sector 280.9 340.2 esSall g Uaill
of which from Donors transfers 2753 312.2 dailell Joll cygas
To the other sectors 270.4 248.0 salal) g Uaill
Outflows 0.0 0.0 JUD PCIUP PPN (R |
Acquisition / disposal of non-Produced, non- 00 00 (sils) Led opeatl) S AL 5 Aaidll e Jead) B3l
financial assets non-financial assets (net)
Financial account (net)**** 1,593.3 934.3 R (Ala) Al claal)
Foreign Direct investment (net) 224.0 293 (Ala) sibaall ia¥) jLsad)
Change in investment abroad (net) 48.3 291 () plall b Ll 3 il
Change in investment in Palestine (net) 175.7 58.4 (la) Cobandi & HLERNT 3 ]
Foreign Portfolio investment (net) 186.8 16.2 (Bla) (aial) Azdlal) Laiiu
Change in Assets (net) 103.2 42.0 (la) Joa) & il
Change in Liabilities (net) 83.6 25.8 (Sla) psaddl i il
Foreign Other investment (net) 1,203.6 1,087.2 (Bla) @AY Laiall) clnay)
Change in Assets (net) 885.6 10215 (la) Joa) & sl
Of which Loans to nonresidents 530 12.8 Cpasia il dngiao g i lpie
Of which Currency and deposits***** 1049.9 1153.8 AR lags dlac lpia
Change in Liabilities (net) 318.0 65.7 (Sla) ppadll 6 il
Of which Loans nonresidents 78 -46.3 e 4l pe g i lgie
Of which Currency and deposits****** 103.4 84.7 IR ¢ 095 dlae Lo
Net errors and omissions 238.8 2085 Uailly sguddl (il
Overall balance 155 138.0 S (aall
Financing 155 -138.0 S gail
Exceptional financing 56 28.0 S Jysaill
Change in Reserve assets (- = Increase/+= (el = + [8al) =-) Lalaay) ‘;,.4‘\1\ b sl
decrease) 211 -166.0

*The data excludes those parts of Jerusalem governorate which
were annexed by Israel in 1967.

** Include insurance, financial, information and computer,
royalties and licenses, and personal cultural recreational
services.

*** |nclude financial,construction, information and computer,
royalties and licenses fees, insurance services.

***% Include reserve assets

*+k% Currency and deposits: Including the cash of foreign
currency in the banks and the deposits of the Palestinian
institutions deposited abraod

*rxxkk Currency and deposits : Including the deposits of non-
residents deposited in Local banks

2 8 gie Juil ) aia (A (eal] Adadlaa (ge ¢ jal) Glld elLL Ll *
1967 ple A il diuall 1)

asmy ¢ i gnaSll s il sleall e 5 Adlall cilaadl) ¢l ciland Jads **
A 5 daed I 5 Apad tl) Claddll 5 cpandl il 5 Slia)

s il lial) a0 ¢ 5 el e slrall ccleLiV) cddlall cilaadld) ***
Lol laad

@LL}S;Y\ d}*ﬂy‘ d“j‘:’ *kkk

Alags @il Guliva b dwind) Claad) e ) Jadi aila g g Alas Hre
Obadd = 4 e s sall dyidadil) il al)

Adaall gnll A e s gall cpaiall je adlag Jadii 1adla g g dla *HEER
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Table 2: Financial Account, 2013

(Value in million USD)

(Se) Vs sl Aaddll)

4304 lada) PO ER ALY
. il Lila
Item () (AaLay) sl
Inflows Outflows NetElows
(Decrease) (Increase)
Total Change in Assets 3780.6 2764.6 1016.0 Jsall 3 S )
Change in Foreign Direct Investment Abroad 60.9 12.6 48.3 Al & skl ) L) b el
Of Which Equity Capital 60.9 12.6 48.3 1L Gsin Jlans) leia
Change in Foreign Portfolio Investment 408.7 305.5 103.2 on) Akalall jLdnd 3 il
Of Which Debt Securities 256.3 305.5 -49.2 i s lgia
Change in Foreign Other Investment 31319 2246.3 885.6 AV Al i) gl
Of Which Loans lended 56.7 3.7 53.0 dapias g lgis
Of Which Currency and deposits* 3073.3 2023.4 1049.9 #ailgy dlae fpia
Change in Reserve Assets (- = Increase/ + = 179.1 200.2 -21.1 (i =+ fralyy == ) Bllial) Joad) il
decrease)** )
AN @bl | AaglA cil@bag)
. sl Ala
itemn (dbLayy) () )
Inflows Outflows NetFlows
(Increase) (Decrease)
Total Change in Liabilities 807.5 230.2 577.3 asadll b A il
Change in Direct Investment in Palestinian 223.8 48.1 175.7 Al & ald) i) L) i el
Territory ) . )
Of Which Equity Capital 138.4 32.1 106.3 4L s Jlaw) lgio
Change in Foreign Portfolio Investment 92.7 9.1 83.6 i AL L b e
Of Which Equity Securities 92.7 9.1 83.6 Lle lrias i
Change in Foreign Other Investment 491.0 173.0 318.0 AY) Al clinay) g el
Of Which Loans Borrowed 27.0 19.2 7.8 Linjide sy i lgie
Of Which Currency and deposits *** 257.2 153.8 103.4 #08l, dlac lpie
Financial account ** 4588.1 2994.8 1593.3 ok Al el

* Currency and deposits: Including the Cash in Foreign Currency in
the Banks and the Deposits of Palestinian Institutions Deposited
Abroad

** Change in Reserve Assets Includes the Change in the Stock
Value of the Foreign Exchange That PMA Keep as Reserves for
Balance of Payments Puposes

*** Currency And Deposits : Includes the Deposits of Non-
residents Deposited in Local Banks

*+* Einancial Account: Net Flows of Change in Assets and
Liabilities. Also it Equals the Difference Between Total of Inflows
and Total of Outflows for Both Assets and L iabilities.

Notes:

- The negative sign in The value of Net Flows means increasing in
assets and decreasing in liabilites. Meanwhile The positive sign
means decreasing in assets and increasing in liabilities.

- It could be noticed a little differences when comparing with data
of financial account in table 1 according to integers

Ao agall Apiplasldll ilwgall dlagy gl Bplua 4 AW el e a8l Jadis 1y Aee ¥
MCJ\;

Aol gy Lading Al el pia¥) EBlaall 32l (B i) Jady LbaliaW) Jpa¥) (& ) #*
Gilegdaall (e (b Gand 8 Al SYMERAY) Aallas Chagy Audauddl) i)

sl gl 3 deagdl cpaall e adlag radlagg Alee HEE

IS o gt b I prilly Joaal) b KU il ) il ggane 1 Ll Glusal) FHEE
G IS A al) Bl IS g panall lgia s phae A1 il QS g sanall G il (gslan
psadlly JpaY)

ralBadla

HUEY) Lty apemdl) b aliily Jpuad) 3 g i) ias clinl) s o8 3 3001 L2y -
cpsadll (8 ey Jpead) (b (mlisdl Jins dunsal

G 1485 Jsnn b Ll o) iy o A5 e ) 8 Gl (AT D, 8 -
Lyl Joalill
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Introduction

The Balance of Payments (BOP) is an account measuring transactions between residents and
non-residents during a given period. It is a vital instrument for the analysis of a country’s
external situation. It conveys detailed information on receipts and payments between the
domestic economy and the rest of the world. Moreover, it is considered as the peak of efforts
in preparing the systematic economic statistics required to observe economic performance in
general and to derive the data essential to compile the rest of the world account as a part of
National Accounts.

BOP is prepared according to the latest international recommendations, namely the fifth
edition of the Balance of Payments Manual (BPM5) adopted by the International Monetary
Fund (IMF) in 1993. BOP consists of two main accounts: the current account and the capital
and financial account.

The PMA and the PCBS announce the preliminary results of the Palestinian Balance of
Payments for 2013.

Ola Awad Jihad Al-Wazir
President of PCBS Governor of PMA

December, 2014
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Chapter One

Preliminary Results

The main findings of Balance of Payments in Palestine’ for the year 2013 are summarized as:

The Current Account Position:

The Current Account: The Palestinian balance of payments in the year 2013 recorded a
deficit of USD 2,383.4 million in current account (goods, services, income, current
transfers). This contributes 19.1% of the GDP in current prices and compares with a
deficit of USD 1,821.0 million in 2012 reflecting an increase of 30.9%.

The Trade Balance of Goods: A deficit of USD 4,682.7 million was recorded in this
account, which comprises about 37.5% of the GDP in current prices in 2013. This reflects
an increase of 13.2% compared with the 2012 deficit. The deficit in trade balance of
goods with Israel was the main cause of the overall trade balance deficit.

The Services Balance: This account recorded a deficit of USD 49.5 million, representing
a decrease of 83.1% compared with 2012. The decrease in the services balance deficit
was caused by an increase of exports in transportation and travel services and a decrease
of the imports in computer and information services and government services.

The Income Balance: A surplus of USD 1,160.3 million was recorded in this account,
representing an increase of 35.3% compared with 2012. The increase in this surplus was
caused mainly by the increase of the compensations of employees working in Israel,
which totaled USD 1,079.8 million, reflecting an increase of 41.6% compared with 2012.
Investment income received from abroad totaled USD 123.3 million, reflecting an
increase of 4.1% compared with 2012. This was caused mainly by an increase in the
earnings received on portfolio investments invested abroad, in addition to earnings
received on other investments abroad (mainly interest income on deposits abroad).
Balance of Current Transfers: The balance of current transfers (voluntary or
compulsory, not a result of an economic transaction) recorded a surplus of USD 1,188.5
million, reflecting a decrease of 32.1% compared with 2012, mainly caused by a decrease
in transfers received from abroad for other sectors (non-government) and an increase of
transfers sent abroad for those sectors. Current transfers by donors represented 52.1% of
the total value of receipts from abroad. The total value of receipts from abroad was
distributed as 39.5% for the government sector and 60.5% for other sectors (private,
household and non-government organizations).

The Capital and Financial Account Position:

The Capital and Financial Account: This account recorded a surplus of USD 2,144.6
million, mainly due to the surplus in the financial account (direct investments, portfolio
investments, other investments and reserve assets) totaling USD 1,593.3 million as a
result of the surplus in currency and deposits in other investments. While the surplus in
the capital account totaled USD 551.3 million.

The Capital Account: The capital account recorded a surplus of USD 551.3 million, a
decrease of 6.3% compared with 2012 and mainly due to government capital transfers
(mainly transfers from donors) that constituted 51.0% of the capital account. Other sector
transfers received from abroad (mainly to finance buildings for households) accounted for
49.0% of this account.

! The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

13
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e The Financial Account: This account recorded a surplus of USD 1,593.3 million,?
caused mainly by the surplus in currency and deposits in other foreign investments. The
flows of foreign investments may be summarized as follows:

- Foreign Direct Investment (FDI): Recorded a surplus of USD 224.0 million caused
by a decrease in net Palestinian investment abroad of USD 48.3 million, in addition to
an increase in net foreign investments in Palestine of USD 175.7 million.

- Foreign Indirect Investment (Portfolio): Recorded a surplus of USD 186.8 million
caused by a decrease in net Palestinian (assets) abroad of USD 103.2 million, in
addition to an increase in net foreign investments in Palestine (liabilities) of USD 83.6
million.

- Foreign Other Investments (Ol): Recorded a surplus of USD 1,203.6 million, caused
by a decrease in net Palestinian (assets) abroad of USD 885.6 million (mainly
Palestinian deposits in banks abroad and loans extended to non-residents), in addition
to an increase in net foreign investments in Palestine (liabilities) of USD 318.0 million
(mainly foreign deposits in local banks).

e Reserve Assets: The total change (increase) in reserve assets of the Palestinian Monetary
Authority totaled USD 21.1 million, reflecting the final liquidity position of the balance of
payments.

Net Error and Omissions: Net error and omissions (the difference between net current
accounts on one hand and the net capital and financial account on the other) totaled USD

238.8 million, which constitutes 1.9% of GDP in current prices for Palestine. This percentage
is acceptable internationally since it was less than 5% of the GDP.

2 The increase in net Palestinian (assets) abroad and the decrease in net foreign (liabilities) in Palestine recorded a negative
value. The decrease in net Palestinian (assets) abroad and the increase in net foreign (liabilities) in Palestine recorded a
positive value.

14
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Chapter Two

Methodology

Data Collection: Data was collected from various sources including:
e Palestinian government agencies and Ministries.
e Consulates and representative offices.
e Non-governmental organizations (NGOSs).
Related national institutions (Palestine Exchange).
Administrative records of PMA with respect to banks (call report).
Administrative records of financial companies and their annual reports.
Surveys conducted by Palestinian Central Bureau of Statistics:
Labour force survey.
Balance of payments household survey annexed with the labour force survey:
(BOP- Annex).
Economic surveys series.
Population statistics.
Price index.
Foreign trade statistics.
Finance and insurance survey.
Hotels survey.
Foreign investments survey.

The questionnaires were designed to meet the requirements for compiling the balance of
payments and the rest of the world account. Twelve forms of questionnaire were used for
administrative records, one for each similar group of data sources.

Processing: The data collected from surveys, administrative records and other sources
provide an economic database. The data was processed through systematic computerized files
using EXCEL software. Coding, classifications and tabulation were implemented according
to the recommendations stated in the fifth edition of the IMF manual.

The data was updated to be consistent with quarterly data and national accounts data, also
data of Jerusalem governorate was excluded from the published data for 2013, and the same
process was reflected on the previous years to be consistent with the published data of
national accounts.

1. Current Account:

Foreign trade in goods: Data on visible trade (trade in goods) is obtained from foreign trade
statistics (FTS), supplemented by other sources. For balance of payments purposes, coverage
and valuation adjustments are made to the FTS.

Foreign trade in services: In connection with the valuation adjustment for imports, data from
the FTS was used as source for transportation, insurance services and current transfers on
the debit side. The economic surveys (ES) are the main source of data on services in
connection with enterprises. The Hotel Survey (HS) conducted by the Palestinian Central
Bureau of Statistics was used to obtain data on the number of foreign visitors to Palestine.

Income: The Labour Force Survey (LFS) was used as source of data for wages and salaries
earned in Israel by Palestinian workers. In addition, the questionnaire completed by foreign
diplomatic representations and international organizations provides data on compensation of

15
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employees. On the debit side, there are two sources: a) data obtained from the Palestinian
National Fund; and b) the ES for compensations payable to non-resident workers. For
investment income, information is obtained from the ES, administrative records of PMA
regarding the banks (call report), the BOP-Annex and the government (including the
Palestinian National Fund). Of all data sources, the banks’ survey is considered the most
important source.

Current transfers: For this sub-account, there are several sources of data. The main source is
the Donor Matrix compiled by the Ministry of Planning and administrative development in
addition to ministry of finance data for foreign aids. Other complementary sources are:
e The budget of the Palestinian National Fund in Amman.
e Data obtained from the National Committee for Education, Culture and Science — this
data is not included in the Donor Matrix.
e BOP-Annex.
e The questionnaires completed by foreign diplomatic representatives and international
organizations in Palestine.
e The information obtained from the Ministry of interior, regarding the fees that travelers
paid.

2. Capital Account:

e Capital transfers: For this sub-account there are also several sources of data. The
main source of data is again the Donor Matrix compiled by the Ministry of Planning
and administrative development. This source accounts for the bulk of transfers
receivable by the Palestinian government. The counter-entry to goods and financial
assets owned by immigrants to Palestine is recorded in this account under migrants’
transfers. As mentioned above, data on goods is obtained from the Civil Affairs
Agency and data on financial assets from BOP-Annex. For private capital transfers,
computations were based on anecdotal evidence and general knowledge of the
economy.

e Acquisition/disposal of non-produced non-financial assets: The questionnaires
completed and submitted by foreign diplomatic representations are the source of these
data on the acquisition/disposal of non-produced non-financial assets for their
purchases of land and fixed structures.

3. Financial Account:
e Foreign Direct Investment: Data on direct investment was obtained through:
- Administrative records from the Palestine Investment Promotion Agency (PIPA).
- ES on resident construction for computations of non-resident participation of private
construction.
- Administrative records of PMA regarding the banks (call report).
- BOP-Annex for households investing abroad.

e Foreign Indirect Investment (Portfolio): The administrative records of the PMA
regarding the banks (call report), data from the PMA and BOP-Annex were used to
capture transactions in portfolio investment. No adjustments were made to these data.

e Foreign Other Investment: For the financial account, the administrative records of
the PMA regarding the banks (call report) were used to obtain the values of changes in
banks’ financial assets and liabilities, both with respect to their own transactions and
those undertaken on behalf of clients. Unfortunately, because there is no national
currency in Palestine, neither cash transactions were captured in this survey, nor
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transactions which take place through a non-resident bank. Certain adjustments were
made to find reasonable values for the transactions that were not captured.

e Reserve Assets: In Palestine, all assets held by the PMA and denominated in
convertible currency are included under reserve assets. No adjustments were made to
the data obtained from the PMA. According to IMF recommendations, reserve assets
include Palestine Monetary Authority (PMA) assets abroad.

17
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Chapter Three

Concepts and Definitions

Residence:

Is defined in economic and not legal terms. The main criterion to determine residence of an
entity is the center of economic interest. Persons are considered residents of the country
where they live for at least one year. Exceptions to this rule are embassy staff (apart from
locally employed people who are residents of the country where they live), patients who are
treated abroad and students who live abroad, even when their stay exceeds one year.

Current Account:

Is subdivided into four major categories:

- Goods.

- Services.

- Income.

- Current transfers.

Certain items are self-explanatory in these accounts, but others are not and will be further
explained in this chapter.

Goods:

Valuation at market price implies that goods should be valued at the customs border of the

exporting country, called the point of uniform valuation. This valuation is referred to as the

free on board (f.0.b.) price. Goods valued at the customs border of the importing country.

This is particularly relevant in Palestine where the bulk of trade in goods is with Israel.

Three issues are of particular relevance for trade in goods:

- Coverage (how to include certain goods even though they do not cross international borders
and thus, are not captured by statistics provided by customs, and how to exclude others
even though they cross international borders).

- Valuation of trade items (point of uniform valuation and appropriate steps to take if the
price recorded on the customs declaration differs from the market prices due to under- or
over-invoicing or transfer pricing).

- Time of recording (when the change of ownership occurs in a different recording period
than the physical movement of the goods across international borders — as mentioned
above. If no adjustments are made, the difference will appear under errors and omissions
in the balance of payments).

Services:

It covers all transactions classified in the fifth edition of the IMF manual for balance of
payments under this category. Government and travel services, related goods or services are
recorded under these items.

Income:

Income covers international transactions associated with income on factors of production, i.e.
labour and capital. In the balance of payments, income on capital is referred to as income on
financial assets. Thus income can be divided into two broad categories:

- Compensation of employees that Refers to earnings by residents working abroad as well as
payments to non-residents working in inside.

- Investment income receivable due to ownership of external financial assets or payable due
to external liabilities.

19
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Current Transfers:

Refers to cash and in-kind flows between two sides. Current transfers record flows of a
current nature, i.e. they should affect the level of consumption of both the donor and the
recipient.

Capital Account:

Is divided into capital transfers and acquisitions/disposals of non-produced non-financial
assets. Recorded under capital transfers are investment grants (including cash transfers for
purchases of investment goods), debt forgiveness and migrants’ transfers.

Non-produced, non-financial assets are mainly licenses, franchises and patents. Also included
are acquisitions/disposal of land by representative offices of foreign governments, for
example foreign embassies.

Financial Account:

Transactions in financial assets and liabilities are recorded in the financial account. Financial
stocks can be divided into four broad categories: direct investment; portfolio investment;
other investment (mainly currency, deposits and loans); and reserve assets.

Foreign Direct Investment:

This category includes investment over which the owner exercises control. In practice, the
distinguishing criterion for inclusion in this category is that the owner should hold at least 10
per cent of the ordinary shares in the company. However, this criterion should be applied
flexibly to ensure that assets over which the owner exercises control are classified as direct
investment. Acquisitions and disposal of land — other than when foreign embassies are
involved — are also included.

Foreign Indirect Investment (Portfolio):

Portfolio investment is a residual category for transactions in shares, bonds, bills, notes,
money market instruments and financial derivatives. It is residual because these instruments
are also included under direct investment and reserve assets. Portfolio investment is divided
into two main categories: equity and debt. Shares are equity investment and the remaining
instruments are debt investment.

Foreign Other Investment:

Other investment includes all transactions in financial assets and liabilities not classified
under any of the three other broad categories. The most important of these are currency,
deposits and loans (including trade credits).

Reserve Assets:

Assets that must be controllable by the Monetary Authority; they must be accessible to the
Monetary Authority at relatively short notice for balance of payments purposes and they must
be denominated in a convertible currency.

Overall Balance:
The change in reserve assets of the Monetary Authority in addition to the exceptional
financing.
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