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2020 2019 ¢palall * Gulacth A cle gaall o)) jaa 11 Jgaa
Table 1: Balance of Payments In Palestine* for the Years 2019, 2020

(Value in million USD) (Sl V2 0y Lol
Indicator 2020 2019 sl
Current account (net) -1,903.2 -1,779.9 (Aha) ol Gl
Goods (net) -4,775.1 -5,509.6 (2la) atead
Exports (fob) 1,723.9 1,747.9 (s <l
Imports (fob) 6,499.0 7,257.5 (sd) wla sl
Services (net) -905.4 -992.8 (sBa) claadly
Exports 661.3 9114 <l bl
Transportation services 6.9 8.4 Jall enlana
Travel services 464.7 726.0 Dl claaa
Communications services 13.7 15.9 eVlaiyl clead
Insurance services 0.3 0,3 o) cilaas
Other business services 14.0 14.2 GAY! Jlae Y cileas
Government services 23.5 215 Jae Sall claaal)
Others** 138.2 125.1 #* 5 il
Imports 1,566.7 1,904.2 <o sl
Transportation services 227.0 251.9 Jall cileas
Travel services 1,140.5 1,434.5 Dl claaa
Communication services 11.0 12.9 aVlay) claas
Insurance services 35.7 36.9 Cpalil) cleas
Other business services 112.9 126.7 GAY! JlaeY cleas
Government services 31.7 31.8 Gge Sall leadl)
Others*** 7.9 9.5 AAAIPEHN
Income (net) 2,492.3 3,030.9 (Bla) Ja
Receipts 2,651.6 3,211.9 il gaidl)
Compensation of employees 2,434.5 2,970.3 Cnlalall by ga
Of which from Israel 2,407.7 2,945.8 il g 2lgio
Investment income 2171 241.6 il Jas
Payments 159.3 181.0 Cile giaall
Current transfers (net) 1,285.0 1,691.6 (Bla) el oy gasty
Inflows 1,700.2 2,265.5 Ophaadi ) A8l )
To the government sector 422.4 628.2 e sSall g Uasll
of which from Donors transfers 266.3 398.6 Aailall Joall <Dl g
To the other sectors 1,277.8 1,637.3 s AY!) cleUadll
of which from Donors transfers 114.1 170.8 Aailall Joall <Dl g
Outflows 415.2 573.9 Ondaaald e da LAl sl
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2020 2019 ¢palall *cplaitd A cle ghaall ¢ Jaa 3(l) 1 Joa
Table 1 (Cont.): Balance of Payments In Palestine* for the Years 2019, 2020

(Value in million USD)

(S Y 50 0salaly el

Indicator 2020 2019 el
Capital and financial account (net) 1,334.2 1,690.9 (i) (Al s a3 st
Capital account (net) 431.4 284.4 (i) (Aland b cilasa
Capital transfers (net) 431.4 284.4 (csis) Allasd Sl 303503
Inflows 431.4 284.4 Cphadd ) Adafall elaaal)
To the government sector 208.4 14.9 o sSall g il
of which from Donors transfers 208.4 14.9 D) sl 22 g
To the other sectors 223.0 269.5 oalal) ¢ Uil
Outflows 0.0 0.0 Cbanld e A Al gl
Acqui;ition / disposallof nop-Produced. non- S e Al e Jeal s la
financial assets non-financial assets (net) 0.0 0.0 ) )
(es) Lo
Financial account (net)**** 902.8 1,406.5 e (Ala) Al clual)
Foreign Direct investment (net) 138.8 188.4 (fla) salad) aial) jLaiiny)
Change in investment abroad (net) 59.1 56.5 () zotal & Lyl bl
Change in investment in Palestine (net) 79.7 131.9 () Cphanls 3 jlaiay) 4 el
Foreign Portfolio investment (net) 69.1 -35.5 (fla) (ia®y) Adadlal) jLaiiul
Change in Assets (net) 98.1 -12.5 (ils) Tl & sl
Change in Liabilities (net) -29.0 -23.0 (la) pyasll & il
Foreign Other investment (net) 732.1 1,374.1 (Fba) oA Auiall) ¢ jLaiud)
Change in Assets (net) 635.5 892.4 (i) sl il
Of which Loans to nonresidents 50.9 20.6 e _pil da gice g 8 lgio
Of which Currency and deposits***** 602.5 846.2 Ik ailag g dlae lgia
Change in Liabilities (net) 96.6 481.7 (la) psash &
Of which Loans nonresidents 134.3 187.0 Crasdo _pe o s g i lgia
Of which Currency and deposits****** -21.9 288.6 HRIRE g5 Alac Lgie
Net errors and omissions 569.0 89.0 Wil g ggud) (ilia
Overall balance 37.2 120.5 S ) el
Financing -37.2 -120.5 i gl
Exceptional financing 0.0 0.0 Syl gy gl
ggfrr;%iér; Reserve assets (- = Increase/+= 372 1205 (ki = + [5a5 == ) Abia¥) Jst 3 it

*The data excludes those part of Jerusalem which were annexed by
Israeli occupation in 1967.

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

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

**** Include reserve assets.

*****kCurrency and deposits: Including the cash of foreign
currency in the banks and the deposits of the Palestinian institutions
deposited abraod.

***xx*Currency and deposits : Includes the deposits of non-
residents deposited in Local banks.
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(Value in million USD)

2020 (L) el 2 Jgan

Table 2: Financial Account, 2020

2020 «e fadl o) uad 48591 il :PMA & PCBS

(Sl LY 50 O salalls Aadl))

b al) ALl el

& 3a)) Al cladany

. . clidal) JAla
Item (dga) (dga) ) aig)
Inflows (Decrease Outflows (Increase
in assets) in assets ) Net Flows
Total Change in Assets 4,867.5 4,112.0 755.5 Joa¥l A AL el
Change in Foreign Direct Investment Abroad 62.1 3.0 59.1 AN bl sl L) 8 )
Of Which Equity Capital 51.8 3.0 48.8 L8l Goin Jaa] ) lgis
Change in Foreign Portfolio Investment 202.5 104.4 98.1 i) Aadlall Ll sl
Of Which Debt Securities 198.8 98.1 100.7 O i lgie
Change in Foreign Other Investment 4,448.0 3,812.5 635.5 AV Al e L) 8l
Of Which Loans lended 70.3 19.4 50.9 s giao pirg i lpio
Of Which Currency and deposits* 4,377.7 3,775.2 602.5 *ailagy dae lgi
Change in Reserve Assets (- = Increase/ + = decrease)** 154.9 192.1 -37.2 #R (s =+ foly 3 == ) AylaliaNl Jea) bl
B 3L j) Alslal clddasl) | A al) Aa A cilibaiy e
. ) . e
Item (pyadd (pyad i)
Inflows (Increase in | Outflows (Decrease
liabilities) in liabilities) Net Flows
Total Change in Liabilities 659.0 511.7 147.3 agadl) A A< )
Change in Direct Investment in Palestinian Territory 187.7 108.0 79.7 ol i) a8 )
Of Which Equity Capital 120.9 108.0 12.9 LSl Gsis Jawl ) lgie
Change in Foreign Portfolio Investment 7.4 36.4 -29.0 Y il Ll Al
Of Which Equity Securities 7.4 36.4 -29.0 L&lo i lgia
Change in Foreign Other Investment 463.9 367.3 96.6 AV Auia¥) el Lyl b el
Of Which Loans Borrowed 138.6 43 134.3 L jida g i lpia
Of Which Currency and deposits *** 319.6 3415 -21.9 #EEilngy dlac lpie
Financial account **** 5,526.5 4,623.7 902.8 e gl il
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* 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 Keeps as Reserves for Balance of Payments
Purposes

*** 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 Net Flows means increasing in assets
and decreasing in liabilities, 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
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Notes for Users

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

e The balance of payments data for the economic surveys series and the household
survey of the balance of payments annex with the labor force for year 2020 were
estimated due to the suspension of work related to the balance of payments for those
surveys.

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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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:
- Compensations of employees that refers to earnings by residents working abroad as well
as payments to non-residents working in inside.

[15]



PCBS & PMA: Balance of Payments, Preliminary Results, 2020

- 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 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.

[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.

[17]
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Chapter Two

Main Results

The main results of Balance of Payments in Palestine! for the year 2020 are summarized as
follows:

The Current Account Position:

The Current Account: The balance of payments in the year 2020 recorded a deficit of
USD 1,903 million in current account (goods, services, income, current transfers)
compared with a deficit of USD 1,780 million in 2019 reflecting an increase of 7%.

The Trade Balance of Goods: A deficit of USD 4,775 million was recorded reflecting
a decrease of 13% compared with the 2019. 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 905 million compared
with a deficit of USD 993 million in 2019. The decrease in the services balance deficit
was caused by a decrease of imports in travel and transportation services.

The Income Balance: A surplus of USD 2,492 million was recorded in this account,

representing a decrease of 18% compared with 2019. The decrease in this surplus was
caused mainly by the decrease of the compensations of employees working in Israel,
which totaled USD 2,408 million, reflecting a decrease of 18% compared with 20109.
Investment income received from abroad totaled USD 217 million, reflecting a decrease
of 10% compared with 2019. This was caused mainly by a decrease of income received on
the portfolio investments abroad in addition to a decrease 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 1,285
million, reflecting a decrease of 24% compared with 2019, mainly caused by the decrease
in current transfers from donors to government and private sectors, in addition to the
decrease in current transfers from non-donors. Current transfers by donors represented
22% of the total value of receipts from abroad (inflows to Palestine). The total value of
receipts from abroad was distributed as 25% for the government sector and 75% 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 1,334
million, mainly due to the surplus in the financial account (direct investment, portfolio
investments, other investments and reserve assets) totaling USD 903 million as a result of
the surplus in currency and deposits in other investments. While the surplus in the capital
account totaled USD 431 million.

The Capital Account: The capital account recorded a surplus of USD 431 million, with
an increase of 52% compared with 2019 mainly caused be the increase in capital transfers
received from abroad to government sector, which accounted for 48% of capital transfers
received from abroad. while the capital transfers to other sectors (mainly to finance
buildings for households) constituted 52%.

! The data excludes those parts of Jerusalem which were annexed by Israel occupation in 1967.
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e The Financial Account: This account recorded a surplus of USD 903 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 139 million caused by
a decrease in net Palestinian investment (assets) abroad of USD 59 million, in addition
to an increase in net foreign investments in Palestine (liabilities) of USD 80 million.

- Foreign Indirect Investment (Portfolio): Recorded a surplus of USD 69 million
caused by a decrease in net Palestinian (assets) abroad of USD 98 million, in addition
to a decrease in net foreign investments in Palestine (liabilities) of USD 29 million.

- Foreign Other Investments (Ol): Recorded a surplus of USD 732 million, caused by
a decrease in net Palestinian (assets) abroad of USD 635 million (mainly Palestinian
deposits in banks abroad), in addition to an increase in net foreign investments in
Palestine (liabilities) of USD 97 million (mainly loans from abroad).

e Reserve Assets: The total change (increase) in reserve assets of the Palestine Monetary
Authority totaled USD 37 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 569
million in the 2020

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 nonresidents.

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:

Labor force survey.

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

estimates.

Economic surveys series.
Population statistics.

Price index.

Foreign trade statistics.
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) estimates 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. The estimates of 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 lIsrael 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 estimates for
compensations payable to non-resident workers. For investment income, information
is obtained from the following:

- Annual economic surveys estimates.
- Administrative records of PMA regarding the banks (call report).
- The BOP-Annex estimates.
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.

- BOP-Annex estimates.

- 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 and planning. 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 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
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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 estimates 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 estimates 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.

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.

[23]



PCBS & PMA: Balance of Payments, Preliminary Results, 2020

[24]



PCBS & PMA: Balance of Payments, Preliminary Results, 2020

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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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 2020.

Dr. Ola Awad Dr. Feras Milhem
President of PCBS Governor of PMA

December, 2021



