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2018 cle daall el &d5Y) il :PMA, PCBS

2018 — 2017 ¢palall * (phaadd & cilegdaall (iaa 11 Jg2a
Table 1: Balance of Payments In Palestine* for Years 2017 - 2018

(Value in million USD)

(S) V53 Osalelly Zill)

Indicator 2018 2017 Hagall
Current account (net) -2,140.3 -2,129.9 (Bla) ol clual)
Goods (net) -5,392.9 -4,983.9 (i) uad
Exports (fob) 1,846.7 1,928.7 (5) clnlal
Imports (fob) 7,239.6 6,912.6 (sd) Sais
Services (net) -1,032.8 -983.5 (¢Blua) lardl
Exports 751.3 607.3 ahaball
Transportation services 5.0 2.9 dall clea
Travel services 538.0 411.0 Dl clead
Communications services 18.8 17.9 aVlay) cleas
Construction services 101.1 88.4 alela) clad
Other business services 15.4 16.2 ©AY Jlel) cleas
Government services 46.1 47.0 IaesSall cleadl)
Others* 26.9 23.9 Al
Imports 1,784.1 1,590.8 <yl
Transportation services 251.4 238.1 Jall ilead
Travel services 1,317.2 1,139.5 Dl clead
Communication services 12.0 6.8 aYVlay) cleas
Insurance services 36.2 30.6 onalill cilers
Other business services 126.9 120.1 GAY! Jlee¥) clera
Government services 30.2 42.7 A sSall calaaal
Others** 10.2 13.0 ** gal
Income (net) 2,786.3 2,129.0 (Bla) Jal)
Receipts 2,983.9 2,324.7 il il
Compensation of employees 2,666.2 2,131.1 Oalalall iliay e

Of which from Israel 2,619.7 2,084.4 AT SV PN PA
Investment income 317.8 193.6 Dl Jas
Payments 197.6 195.7 cile fadl
Current transfers (net) 1,499.1 1,708.5 (Aba) Aol bl gash
Inflows 1,992.9 2,168.9 Olandi ) A2l il

To the government sector 467.1 505.4 esSall g Uaill
of which from Donors transfers 277.0 375.3 Al Jsall Bl
To the other sectors 1,525.8 1,663.5 A cile Uaill
of which from Donors transfers 118.7 160.8 Aaild) Joall eBlsas
Outflows 493.8 460.4 Cbaasld (4o )81 izl

31



PCBS, PMA: Balance of Payments, Preliminary Results, 2018

2018 ccilegal il 1Y) il :PMA, PCBS

2018 — 2017 (alell * cphaidh 3 cleghaal) (s :(&28) 1 Js2a
Table 1 (Cont.): Balance of Payments In Palestine* for the Years 2017 - 2018

(Value in million USD)

(Se) 5o salalls Al

Indicator 2018 2017 S|
Capital and financial account (net) 1,776.0 2,194.1 (tha) Alally Alandl) il
Capital account (net) 449.2 624.4 (Bla) Maabll ciluat)
Capital transfers (net) 449.2 624.4 (sila) Adbasll) DUsal
Inflows 449.2 624.4 Ol ) Adaal) calabal)

To the government sector 173.8 349.9 asSall g aill
of which from Donors transfers 173.8 349.9 Aailall Jpall <Dlygas
To the other sectors 275.4 2745 AV cileUaall
Outflows 0.0 0.0 Onbanadd e AalAl) Cladal)
~ Acquisition / disposal of non-Produced, non- 00 0.0 ol S A e dandl s Joal) Bln
financial assets non-financial assets (net) (L) s
Financial account (net)*** 1,326.8 1,569.7 R (la) Ml Glual)
Foreign Direct investment (net) 282.5 191.2 (Bla) Jabaall ial) jLaiiay)
Change in investment abroad (net) 30.9 2.9 (ila) sl 3 L) b sl
Change in investment in Palestine (net) 251.6 188.3 (3ha) cnands & L) & )
Foreign Portfolio investment (net) 25.7 -201.5 (Bla) (ia¥) ABblal jLaicd
Change in Assets (net) 134 -244.5 (iba) Jsual b Ll
Change in Liabilities (net) 12.3 43.0 (3la) psmadll o sl
Foreign Other investment (net) 1,109.9 1,713.4 (i) SAY Auiall) clainay)
Change in Assets (net) 1,303.7 1,616.1 (ila) ¥l B sl
Of which Loans to non-residents -10.9 -17.7 Craia _pil dagiea oy )8 lpie
Of which Currency and deposits***** 1,303.4 1,564.6 BEERE gy dlee Lgie
Change in Liabilities (net) -193.8 97.3 (Bls) psasll 5 il
Of which Loans non-residents -26.4 -2.0 Crrade pe o g gle
Of which Currency and deposits***++* -186.0 107.0 HREREE 2 igg Aae Lo
Net errors and omissions 364.3 -64.2 Uadlly ggud) 2l
Overall balance 91.3 133.4 S el
Financing -91.3 -133.4 sl
Exceptional financing 0.0 0.0 S Jsal
Change in Reserve assets (- = Increase/+= decrease) 913 1334 (0ali = + [535 = ) Ldalia¥) ) B i)

*Data excludes those parts of Jerusalem which were annexed by
Israeli occupation in 1967.

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

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

*** |nclude reserve assets

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

=k Currency and deposits : Includes the deposits of non-residents
deposited in Local banks
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(Value in million USD)

2018 (Ml cileal) 2 Jg2a
Table 2: Financial Account, 2018

2018 cclesaall sl 2d5Y) milull :PMA. PCBS

(Sl V53 Oslalls Aasil)

Indicator (U b al) Aol i) (I3l B 5als)) Aalal) cilad) gl ila s
Inflows (Decrease in assets) Outflows (Increase in assets) NetFlows
Total Change in Assets 4,415.2 3,158.5 1,256.7 o) (2 Al pil)
Change in Foreign Direct Investment Abroad 84.9 54.0 30.9 AN sl i) L) )
Of which Equity Capital 84.9 0.0 84.9 L&lo (i Jlaws)y lgio
Of which Other capital 0.0 54.0 -54.0 A Jlaul) lgie
Change in Foreign Portfolio Investment 190.6 177.2 13.4 i) Al Ll A il
Equity Securities 20.2 5.4 14.8 LuSlo i
Debt Securities 170.4 171.8 -1.4 O i
Change in Foreign Other Investment 4,018.2 2,714.5 1,303.7 AV Lual) L) &yl
Of Which Loans lended 4.7 15.6 -10.9 dagics g lgie
Of Which Currency and deposits* 4,001.9 2,698.5 1,303.4 Failigs dac lgio
Change in Reserve Assets (- = Increase/ + = decrease)** 1215 212.8 -91.3 (s = + foalyy == ) LbalaaV) Jsal) 3 il
item (psadll B 5aly) AUa)al) clzbasl) (pomadll B al) Aalal) clabal) sl dla s
Inflows (Increase in liabilities) Outflows (Decrease in liabilities) NetFlows
Total Change in Liabilities 572.8 502.7 70.1 agadl) B Al il
Change in Direct Investment in Palestine 251.6 0.0 251.6 Oladh 3 8Ll oY) L) B el
Of which Equity Capital 157.2 0.0 157.2 LSk (Gsin Jlawl) lgio
Of which Other capital 34 0.0 34 A el lgia
Change in Foreign Portfolio Investment 228.3 216.0 12.3 ia) ALl L & el
Equity Securities 228.3 216.0 12.3 LSle Siloi
Debt Securities 0.0 0.0 0.0 O i
Change in Foreign Other Investment 92.9 286.7 -193.8 $AY) T L) i )
Of Which Loans Borrowed 12.7 39.1 -26.4 L yibe g i lgie
Of Which Currency and deposits *** 55.2 241.2 -186.0 FHH gy Aac lgio
Financial account *** 4,988.0 3,661.2 1,326.8 wree Al cluall

* 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 Eexchange 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 Liabilities.

Notes:

- The negative sign in the value of NetFlows 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

Note: Data excludes those parts of Jerusalem which were annexed by Israeli occupation in 1967.

Ot )3 e 3 sall ialandil) s sal) sy sil) ol 8 AainY) Dland) o S Jadi rgdlags Aee

Clesiad) e B Gt 8 Sl CYRY) Aallee Ciags Autladdl) 3l Al Ly Jaiad ) Auecall FaiaY) cdlaal) 5amy) 8 sl L Bualaa) JpeaV) 3 il **

el Sl b dedsel) Gadall b @l tpdlagy dlee 7

Ao lal) sl IS ¢ ganall Leia g s A1 SN IS g ganal) (o ol (Sl SIS oyl 3 A pally S 6 S ial] B s et Jlall ilual) # %
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Notes for Users

e The quarterly balance of payments data for the period 2013-2018 will be updated to
ensure full consistency among the annual and quarterly data.

e Differences in the results of certain variables are due to approximation.

e Data exclude those parts of Jerusalem which were annexed by Israeli occupation
in 1967.
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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 2018.

Ola Awad, Ph.D Azzam Al-Shawa
President of PCBS Governor of PMA

December, 2019



PCBS & PMA: Balance of Payments, Preliminary Results, 2018

Chapter One

Terms, Indicators and Classifications

1.1 Terms and Indicators
The main terms and indicators used in this report are:

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.

[15]
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- Investment income receivable due to ownership of external financial assets or payable
due to external liabilities.

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
percent 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 Portfolio Investment (Indirect):

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.

[16]
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1.2 Classifications

The classification adopted and used by PCBS in the process of collection and processing of
BOP data, according to Balance of Payments and International Investment Position
Manual 5™ edition (BPM-5) issued by International Monetary Fund in 1993.

[17]
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Chapter Two

Main Results

The main results of Balance of Payments in Palestine® for the year 2018 are summarized as
follows:

The Current Account Position:

The Current Account: The balance of payments in the year 2018 recorded a deficit of
USD 2,140 million in current account (goods, services, income, current transfers)
compared with a deficit of USD 2,130 million in 2017 reflecting an increase of 0.5%.

The Trade Balance of Goods: A deficit of USD 5,393 million was recorded, reflecting
an increase of 8% compared with the 2017. 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 1,033 million compared
with a deficit of USD 984 million in 2017. The increase in the services balance deficit
was caused by an increase of imports in travel and transportation services.

The Income Balance: A surplus of USD 2,786 million was recorded in this account,
representing an increase of 31% compared with 2017. The increase in this surplus was
caused mainly by the increase of the compensations of employees working in Israel,
which totaled USD 2,620 million, reflecting an increase of 26% compared with 2017.
Investment income received from abroad totaled USD 318 million, reflecting an increase
of 64% compared with 2017. This was caused mainly by an increase of income received
on the portfolio investments abroad in addition to an increase in the 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 1,499
million, reflecting a decrease of 12% compared with 2017, mainly caused by the decrease
in current transfers from donors to government and private sectors. Current transfers by
donors represented 20% of the total value of receipts from abroad (inflows to Palestine).
The total value of receipts from abroad was distributed as 23% for the government sector
and 77% 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 1,776
million, mainly due to the surplus in the financial account (direct investment, portfolio
investments, other investments and reserve assets) totaling USD 1,327 million as a result
of the surplus in currency and deposits in other investments. While the surplus in the
capital account totaled USD 449 million.

The Capital Account: The capital account recorded a surplus of USD 449 million, with a
decrease of 28% compared with 2017, the government capital transfers (mainly transfers
from donors) constituted 39% of capital transfers received from abroad. Other sector
capital transfers received from abroad (mainly to finance buildings for households)
accounted for 61%.

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

[19]
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e The Financial Account: This account recorded a surplus of USD 1,327 million,? caused
mainly by the surplus in currency and deposits in other foreign investments. The flows of
foreign investments are summarized as follows:

- Foreign Direct Investment (FDI): Recorded a surplus of USD 283 million caused by
a decrease in net Palestinian investment abroad of USD 31 million, in addition to an
increase in net foreign investments in Palestine of USD 252 million.

- Foreign Indirect Investment (Portfolio): Recorded a surplus of USD 26 million
caused by a decrease in net Palestinian (assets) abroad of USD 13 million, in addition
to an increase in net foreign investments in Palestine (liabilities) of USD 12 million.

- Foreign Other Investments (Ol): Recorded a surplus of USD 1,110 million, caused
by a decrease in net Palestinian (assets) abroad of USD 1,304 million (mainly
Palestinian deposits in banks abroad and loans extended to non-residents), in addition
to a decrease in net other foreign investments in Palestine (liabilities) of USD 194
million (mainly foreign deposits in local banks).

e Reserve Assets: The total change (increase) in reserve assets of the Palestine Monetary
Authority totaled USD 91 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 364
million in the 2018.

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.

[20]
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Chapter Three

Methodology

3.1 Report Objectives
- Providing data about position of external sector account, mainly include:

The movement of external payments, particularly that’s concerned the external
imbalance in the current account and general balance.

Structure of financing for current account deficit.

Current account components, mainly registered and non registered foreign trade,
income payments and transfers between residents and non-residents.

The direction, size and structure of financial flows including foreign direct investment.

- Make data available as an important tool to:

Analyzing the movement and trends of real resources from and to the rest of the
world.

Studying nature, size and structure of income from and to the rest of the world.
Analyzing the movement of direct investments and other investments inside and
outside the Palestinian economy.

Employing an important indicators for taking fiscal and monetary policies and foreign
trade policies, for short and medium term.

Providing basic indicators to prepare studies and models about national economy.
Studying the causes of imbalances in the balance of payments to adopt appropriate
economic policies.

3.2 Data Collection

Data was collected from various sources including:

Palestinian government agencies and Ministries.

Consulates and representative offices.

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.

3.3 Questionnaires of administrative record

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.
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3.4 Data Processing

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.

1. Current Account
e 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.

e Foreign trade in services: The economic surveys (ES) are the main source of data on
services in connection with enterprises. also Foreign trade statistics are used as source
of transport and insurance services data related to imports. 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. Balance of Payments annex is used as a
sources for collecting foreign trade services statistics.

e 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 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 following:

- Annual economic surveys.
- Annual finance and insurance survey.
- Administrative records of PMA regarding the banks (call report).
- Balance of payments household survey annexed with the labour force survey:
(BOP- Annex).
Of all data sources, the banks’ survey is considered the most important source.

e Current transfers: For this sub-account, there are several sources of data. The main
source is the Donor Matrix and financial reports compiled by ministry of finance and
planning for foreign aids. Other complementary sources are:

- The budget of the Palestinian National Fund in Amman.

- Data obtained from the National Committee for Education, Culture and Science —
this data is not included in the Donor Matrix.

- Balance of payments household survey annexed with the labour force survey:
(BOP- Annex).

- The questionnaires completed by foreign diplomatic representatives and
international organizations in Palestine.

- The information obtained from the Ministry of interior, regarding the fees that
travelers paid.

2. Capital Account
e Capital transfers: The main source of data is the Donor Matrix and financial reports
compiled by ministry of finance. This source accounts for the bulk of transfers
receivable by the Palestinian government and (NGOs). The counter-entry to goods and
financial assets owned by immigrants to Palestine is recorded in this account under
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migrants’ transfers. As mentioned above, data on goods is obtained from the Civil
Affairs Agency and data on financial assets from BOP-Annex.

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).
- Economic surveys (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
transactions which take place through a non-resident bank. Certain adjustments were
made to find reasonable values for the transactions that were not captured.

o 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.
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Chapter four

Quiality

4.1 Accuracy of Data
In designing the computerized files, a set of procedures were implemented to detect errors,
whether errors from data entry or data processing.

In addition the program contain procedures to compare consistency of data over time series.

4.2 Comparability of Data

We can make comparisons of BOP data over time. Additionally, the BOP results are
comparable with other countries that publish statistics based on the Fifth-edition of the
Balance of Payments Manual issued by the International Monetary Fund (IMF), as the
project was conducted according to the recommendations and standards of the mentioned
manual.
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