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Fiscal Development and Macroeconomic Performance

Introduction

The world economy has experienced instability, with expectations of global economic growth this
year falling to its lowest level since its fiscal crisis in 2008 by 0.3 percenterthan previously
expected®, and it has been warned that the future of the world economy will be filled with uncertainty
and fragility, and escalating tensions Trade will negatively affect global confidence and investment, as
well as a possiblBritain exit will cause shorterm damagehat leading Britain to a possible economic

recession in 2020 and significantly limiting growth in Europe.

The Middle East and North Africa (MENA) region has been in a state of uncertainty due to political
tensions, wars m some of them, economic challenges related to financing increased maturities for
debt, falling oil prices and slowing economic activities in otheEsconomic growth across Asia is also

expected to slow as investment and trade activity declines.

The Paleshian economy has experienced during the past period a state of weakness and decline
driven by the impact of the clearance crisis, as well as a decrease in the value of support and
development assistance which has negatively affected the overall econontiagon. It should be
noted that, there is stillvariability in the rate of growth between the West Bank and the Gaza Strip
which has declined significanttiue to the different economic conditiorsich asThe blockade of the
Gaza Strip and the continugéstrictions on the movement of goods and peopiat have had the
greatest impact. In addition, the political dwon has createdragile economylin the coming period

the overall economic situation in Palestine is expected to impweesult ofthe clearance revenue

crisis has begun to solwehich will have a positive impact on the lives of individuals and sodety,

HOAMBMATY _ wytOF BIOF wB CGuF Mxe® NYwm
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uncertainty about a comprehensive solution to the ckaerevenue crisis remains thavisiblefactor

of what the next situation will be.

The banking sector has been affected by recent macroeconomic developments. The credit facilities
granted to the public sector have increased significantlglated with the clearance crisis that
prompted the governmentd borrow from local banks to cover their obligatioa addition, the
proportion of nonperforming loans and bouncedhecks hasincreasedin light of deductionsfrom

employees' salariewho make upa large customer base

There were signs of resolving th@earance crisis after more than seven nitis of the suspension of
receipt ,where the government received amounts of clearance revenues from the Israeli4jaehile

the dispute over the allowances of martyrs and prisoners families still standiRgcently, Palestinian
government looks forward to resume receiving the clearance reveduesto several reasongiirstly,

the failure to form a new Israeli government, an event that could have created new hope for the
Palestinian governmenSecondlyavoid further pressure on the liquidity of the local banking sector
which was the largest funder of the government during the crisis, and also to avoid the pressure on the

government’s budget. Finally, t he agr eseusseallt or
economic and financial issuds.is worth mentioning that, these committees emanate from the Paris

Protocol and that it may have positive effects on public finasmen.

“1n August, the government receivétiS2 billion, followed byNIS369 million inSeptemberas partof government dues,
in lightof a dispute over the revenues of the fuel tax (bltfggt collected by Israel on behalf of the government.
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Macroeconomic Development
2 2 N3 Degelopment

Global growth continues to slow down due to escalating trade and technology tensions, and the
possibility of many other risks that reveal accumulated financial weaknesses over the yearsuch as
lower interest rates, geopolitical tensions, and mounting deflationary pressures that cause negative
shocks. Trade tensions between China and the United States are stabilizing after the recent agreement
to resume trade talks and avoid tariff increasestbair goods played a role in damage the industrial
sector which affected the global economic situatiétso, uncertainty about the possible exit of Britain

from the European Union which could lead to decline the growth in Europe, as well as growingf fears
disruption of technological supply chains that have weakened market confiddimese factorhiave

played a combined role in growing global economic instabitfty

As for theAsia region economic growth is expected to slow especially Hong Kong's econbici

has entered a technical recession that will affect the surrounding areas. In addition, growth in South
Korea and Singapore will fall less than expected,; this is due to a slowdown in the manufacturing sector
as domestic demand declines, as weltlaslargedecline ofinvestment and tradgparticularly in Asian
emerging marketsince late 2018 affected by weak tragspecially with china. Also the growth in
China willwitnessslowdownmore than expected. In addition, regional tensions in bilateral tielas

between Japan and Korea will gréw

As for theMiddle East and North AfricdMENA) region Arab countries continue to suffer from the
recent economianstability that showed recently upn Lebanorwhere growthis expected to contract

by 0.2% according to the WorBank,as result ofthe serious challenges of financing the growing
maturities of debt. Djibouti topped the list with a growth rate of 7.2%, while Egypt ranked the second
despite the significant chalhges related to high debt, followed by Libya. After that, Irag ranked fourth
at a time when the country is experiencing a state of discongssbciatedvith increasing corruption,
waste of public funds, deterioration in the level of services and high wh@yment. In fifthrank
Morocco, then Jordan in sixttank and Yemen ranked seventiespite the recent suffering of wars

and crises that caused massive destruction, great national division and regional interventions which

2 IMF, World Economic Outlook, July 2019.
2 CNBC, Asiaconomy, OcR019.



exacerbated the conflict and thatened the cantry's unity and social fabriQatar ranked eighth in

light of the blockade imposed since June 2017, as well as its support for massive infrastructure projects
in preparation for the 2022 World Cup did not affect the economic situationifgigntly, Bahrain is
ranked ninth, where the United Arab Emirates shares the same rank at a time when the country is
facing severe economic recession especially in light of the real estate slowdown, a significant decline in
tourism, shrinking transit aatity and falling oil prices. Kuwait came in temt#nk, followed by Algeria

and PalestingWest Bank and Gaza Strip) despite the severe siege imposed on the Gaza Strip and
tightening the noose on the Palestinians with various financial, economic and géugrastruments.

While Saudi Arabia and Oman are in the final ranks expected to achieve pgeitivid with very weak
growth rates below 1%, disturbing indicators surrounding the Kingdom's economy and the continued

decline in the price of oil have playadole?.

In terms of inflation and global price trends inflation fell below the target level in developed
economies such as the US, while it remained below in the euro zone and Japan due to weak growth in
final demand. Inflation also fell from historicaerages in many markets such as emerging economies
and developing economies, with the exception of some cases such as Argentina, Turkey and Venezuela,
this is due to continued supply effects in controlling commodity price movements, particularly in the
case of oil prices (affected by civil strife in Venezuela and Libya and sanctions cauterizing on Iran).
Despite high oil prices in April and high import tariffs in some countoest pressures were low,

reflecting on the inflation rate which remained weak

As for theinflation rates and price trends in the Arab countrieshey varied in the Arab countries
during 2019 as international indicators reveal the doubling of prices in the unstable countries while
remaining within the normal ratios in many Arabuciries. According to the IMF and International
Finance Institute forecasts, inflation in the Arab countries will reach 9.3 percent in 2019 in general
driven by lower rates in egxporting countris where the rate will be 6.1 percent, while the rate is
expected to each oil importers 11.8 percent. Finalgli Arab markets willvitness price rises except

Saudi Arabia, which is expected to see negative inflation thigyear

BunwmeEmTpl b _ cIpJ/IOF aloF A0 ppfFblUbsF mMBXIKF d9fF NUMb _ pF xBOF W %L,
24 |MF, World Economic Outlook, July 2019.
BPunMmpFPpTCe _ wT Ip/NIIOF bMpIOF c¢cT as>3YbiOF d9uvpfB ATF3b _ WpctOF WF xL
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Real GDF fell by about 2 percent in the second quarter of 2019 compared to the previous quarter
reached to USB.43 billion driven by

-A- Growth rate in real GDP
the impact of the clearance revenues

crisi® on the economy; with growth in 10 | /\
the West Bank declined by about 1. 0 L
: : g|gle g8 gl T(LE gk
percentwhile the Gaza strip fell further 10,888 ARARARAN P AR |
g g g\ 3
by about 3.5 percent for thesame |~ |&[& % |7 |&[&|F |4 |8[§|F
. . - . 2016 2017 2018 2019
period. The variability in growth | | | |
e Palestine e \\est bank Gaza strip

between the two regionss due to the
different economic conditionsuch asthe blockade of the Gaza Strip and the continued restrictions on

the movement of goods and people had the greatest impact. In addition, the political ditlisibhas

created afragile economy

The liquidity crisis caused by the withholding of theacince revenuesnd the decline in the value of
grants anddevelopment assistangalayed a role in increasing pressure on the government, the private
sector and consumers which reflected negatively on the overall economic situation. The level of final
consumpion spending for both the public -B- Activities contribution in real GDP

and private sectors declined by 1.
percent, net exports decreased by O.

percent, while the overall capita

formation level improved by about 2.
percent. The repercussions of the cris

did not stop here, but it extendetb the

various economic activities that witnesse B 2ndquarter 2016 m 2ndquarter 2017 m 2ndquarter 2018 m 2ndquarter 2019

a clear decline as in the activities of the General Administration, civil defense, trade, transport, finance

%% Source: PCBSttp://www.pcbs.gov.ps and PMA http://www.pma.ps.

*’ PCBS, national accounts, second quarter2019.

*"Base year 2015.

“In Februan2019, the government refus receiving the clearance revenues incomplets a result ofhe last Israeli
decisionto deduct theallowancesf the families of martyrs and prisoner3hisresulting inpaying60 percent of the
salaries of employees and accumulation of arrears of the private sector, suppliers and government employees.
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and information, services and agriculture activities, excluding mining activities and cormisutiiat

have seen a clear improvemefathart B.

The decline in GDP of Palestine during th~

second quartercaused to reduce GDP pe
capita by 2.6 percentreached to USD
735.5 distributed betweenUSD 1,025 in
the West Bank andJSD343 in the Gaza
Strip. As is clear, there is still a gamda
this gap increases over time case the
situation remains the

same an(

uncertainty increases.

The Real growth iexpected®*to increase
by about 1.5 percentage points in the thir
guarter of 2019 compared to thprevious

guarter to about 0.8 percent, sinceeal

GDPis expected tamprove as result of the
clearance revenue crisis has begun to sol
Looking at the corresponding quarter of
2018, it can be said that the economi
than before

situation will be better

(Statistical Appendix, Tablg.2
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#|t is worth mention that these expectations before issuing official data rf‘qul,'ﬂarter.
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Box1t ' f SAdAYSQa NBflIGA2YyaKALl gAlGK

Palestine suffers from a weak production base, where the contribution of agricultural and industrial eco
activities is limited due to several factors, including: the practices of the occupation through the cont
crossings and borders, natural msces, etc. In addition to the weak investment in this amawell as the
weak legislative and legal environment supporting it. All this led Palestine to increase the external dem:
goods to cover the needs of the local markieat causesmportsto increaseby nearly four times the exports
where the total value * of imports in 2018 amounted to abdlBD6.52 billion. The following is a summaoy
12 most exporting countries to Palestine in 20R&lestinianimported most of goods from Israel with5.5
percent of the total imports, followed by Turkey with 10.1 percent, China with 6.5 percent, Germany wil
percent, Jordan with 2.9 percent, Italy and Frangith 1.7 percent, Egypt and Ukraimgth 1.4 percent and
Saudi Arabia and Hong Kong 1e3qent.

In termsof exports, the total value of it in 2018 watSD1.16 billion. The Palestinians exported most of the
goods to Israel, where the value of exports amounted to akd8D967 million, followed by Jordaio about
USD73 million,the UAE withabout USD26 million, Saudi Arabia wittdSD21 million, the United States o
America with a total exports dSD14 million At the bottom of list,total exports to Kuwait is wortluSD9
million, Turkey and Qatar aboWwtSD7 million, the UK aboutSD6 milion and Germany aboltiSD2 million

Looking at what mentioned in previouis can be seen that Palestine depends heavily on the outtidewill
widen the gap betweerexports and imports. Therefore, ghould be reconsideredh the nature of the
econanic relationship by strengthening local products and providing them with the necessary suppastec
apositiveeffect on the Palestinian economy.

*PCBS, Foreign Trade Data, 2018.

The unemployment raté’in Palestine decreased by 0.8 percentage points during the second quarter
of 2019 compared to the previous quarter

to reach 26 percent this is due to the -H- labor force indicator in palestine

50

decline in the unemployment rate in the pe
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increase it in the Gaza Strip by 04 20
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unemployment rate in Gaza is one of th
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higheSt unemployment rates in the world ==@==unemployment rate labor force participation rate

It is worth mentioning that there is a defect

in the containment of the youth segment, where unemployment rates are conagdrin the youth

¥ pcBYabor Forcesurveyresults, second quarter2019.



category that their ages between ZB by 41.7 percent compared with the other age groups.
Regardinghe labor force participation rateit also decreased by 0.1 percentage points for the same
period due to the structural imbalance in theontainment of females in the labor market where the
participation rate is very low reached 18.4 percent compared with 69.3 percent for males. It is worth
mentioning that, the female participation rate decreased by 0.4 percentage points during the second
guarter of 2019 compared with the previous quarter, while the male participation rate increased by
about 0.1 percentage points for the same period that reflected on the labor force participation rate

which decreased.

With regard tothe distribution of workers, the private sector is the largest employer of workers in
Palestine, where it accommodates 62.8 percent of the employed, followed by the public sector with
20.5 percent. Finally, Israel and settlements with 13.1 percent and other sectors by 8#nhpdt

should be be noted that the average

Average daily wage for workers in Nis

daily wage for workers in Israel and

settlements idNI1S254, which is two and a 228

. . 150
half times the average daily wage fc

50

workers in Palestine. Moreover, the 5 & 5t 3 8 % 3 &8 5 3 8 & & B

§ § § & 8 8 § 8 & 8 8 8 &
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average wage of workers in the We: g €8 28§88 222882 ¢g 8
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Bank is more than onand a half time the 2016 2017 2018 2019
average wage of workers in Gaza str mWB mGaza Strip m Israel and settlements

due to the different economic and political conditions between the two regighsrt ).

Box 2: Graduatesinemployment

Palestine suffers from high unemployment rates when compared to neighdpeonntries, but it is clear tha!
these rates are increasing clearly among graduates with a higher diploma qualification, as evidenced
large numbers of graduates who apply for public employment in the event of a vacancy. The inch
unemploymentrate among university graduates threatens their future and society, as well as incre
immigration and social problemStatistical data show that the unemployment rate among graduates wa!
percent in the second quarter 0f2019, higher than the ovara#mployment rate of 26 percent. It is worth|
note that these rates are increasing significantly in the field of journalism and information, followe
educational sciences and teacher preparation, social and behavioral sciences, natural sciencesfunath
and construction sciences, and then the humanities and then business and managehsht).




Regarding the reasons that play role in hi -D- graduates unmployment rates in 2nd

Unemployment rate: 1. Labor market reaso quarter 2019
the size of market is small wdh is unable to 488
accommodate the increasing number «

graduat es, 2.educati

fit with Labor market needs in addition t
duality of University disciplines, 3. Graduat
themselves who don’ |
their skills, 4. Absencaf governmental role in
reducing the gap between market an
educational system.
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Therefore, in light of the increasing numbers of graduates putting pressure on the labor market, i
necessary to review the disciplinedfered in universities and the licensing mechanism to adopt r
programs, focusing on technical and vocational education as well as bilateral programs that bring toget
practicaland theoretical aspects, encouraging investment to create new jobs dheaommodate graduates
and activating the government's role in bridging the gap between the labor market and university educs

Inflation rate® in Palestine increased in the second quarter of 2019 compared to the previous

quarter to 1.5 percentdue to a clear increase i o _ _
07 -k- inflation rate in Palestine 15

prices in the Jerusalem area by about 2. 1s5- 11

percent, followed by the West Bank by abol
1.5 percent and then the Gaza Strip by about (

. . . . o T 9] 3 g

percent. The increase in prices is due to tl o5 {5/5 & S § = &

4R 1 L

increase in the prices of recreational an %13 2 B &|3 528
15109 5016 07 | 2017 | 06 2018 | 2019 |

cultural goods and services, personal carejao
protection and various services, food and drinks, catering services, cafes and hotels, transportation and

fabrics, clothing and shoes, drinks Alcohol and tobacco, insurance as well as housing and supplies.

With regard to the state of foreign trade ir -L- Trade balance in USD million
Palestinethe deficit in trade balance which 2:300 1 209) (1,329  -1.100
. 1,700 (1,209 - -1,400
represents the difference between exports (1342 (1,842 (1,380 (182D
1,100 - - -1,700
500 |- o= — — —+ -2,000
g o|s|s|c|lc|o|lc|ls|le|s B|lale
. 558|585/ 5|8|&8|5|8/ 5/ 5|5|8|E
¥ pCBS, CPI (base year 2018), different months. 2lz22l2ls222l2222=
| o|lo|lS|o|lc|c|lS| 0ol S|0|lo
&S ¥ T&ls S T&lSF 7
2016 2017 2018 19
IMPOrts’' e eXpPOrtS = == net exports



and imports- declined by about 0.3 percent in the second quarter of 2019 compared to the previous
quarter to USD 1.32 biilon; due to decline in imports while exports remain constant at their level.

Exports accounted for 35.2 percent of impovidue in the second quatrter.

The deficit in balance of payments increased in the second quarter of 2019 by 2.9 percent compared
to the previous quarter and also increased by 74 percent compared to the corresponding quarter
2018 This is due to increadhe deficit in current account caused by the decline in the surplus of
income balance and the surplus of the balance of external feaasagainst Improvement in the trade
balance. The current account deficit was covered by the capital and financial account, whickUS&ved

227.9 million GtatisticalAppendix Table 3.

Total credit facilities? increased by 4.3 percent in the second quarter of 2019 compared to the

previous quarter to aboutUSD 8.94 billion

) - -N- Facilities and Deposits in USD million
due to increased facilities granted to th

6,500 -
public sector more than to the private ggggl" I” ||” "" I” II
. . . 500 -
sector associated with the clearance cris 2 2 £ 588 2 g 2 958 8¢
. § 5 53 E 5 52
which resulted the goesrnment to borrow g £ 3
o (=]
£
from local banks to cover their obligations g
where Public sector facilities increased t facilities deposits

m 1stq,2018 m2ndqg,2018 m1stq,2019 m2ndqg,2019
23.3 percent compared to 1.1 percent fc.

the private sector. Alsolotal public depositsncreased by 1.6 percent for the same period to USD
12.59 bilion resulted from increased share of the private sector against the decline of the public
sector. The private sector's share of deposits is 95 percent versus 3.8 percent for the public sector. It

should be noted that the dollar accounts for the largdsare of total deposits and credit facilities.

¥ PMA,Banking
data, second quarter2019
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On the other hand, the value dounced check#ncreased by about 14.6 percent for the same period,

but they were 24.9 percent higher compare -M- bounced check as percent of presente
to the corresponding quarter 2018, and th for clearance in Palestine
10.5 10.6

increase in the value of bounced chetkdue

to the reduction of the payroll bill that related

to the financialsituation of the government,

where public employees received 60 perce

1stquarter
2nd quarter
3rd quarter
4thquarter
1stquarter
2nd quarter
3rd quarter
4thquarter
1stquarter
2nd quarter
3rd quarter
4thquarter
1stquarter
2nd quarter

of their salaries. This affect on a lot wh

| 2019 |

N
o
=
o]

2017

N
o
=
(o))

unable to pay of their obligations. Bounceu

checks as a percent of total checks presented for clearance increased by about 2.1 percenttgye poin

(chart M).
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Fiscal Development®

The government sufferedduring this period from a fiscal deficit that exceeded its capacity even
further, with the overall deficit increasing by 7 percentage points of GDP compared with the same
period of previous year as result of declining in revenudsoth domestic and clearaneaccompanied

by increasing in spending weakened the fiscal position, followed that by decreasing in external
financing These factordogether put considerable pressure on domn&ssources of finance, including

the domestic banking sector, and arrears that accumulated for both the public and private sectors.

Revenueg(cash basis)

Government revenues have witnessed a marked decline during the first three quarters of 28i®,
compared with the same period in the previous five years, it was the lowest level since 2013
Revenues have not exceeded 55 percenttbé projected budget” for this year. The declindn
revenuesis estimated aiNIS 3 billion (5.6 percent of GDP), whictswaéle to cover more than half of
the overall budget deficit. This decline was caused by the clearancetleaisi®sulted in recession in

the local economy which in turn also affected local revenues.

Domestic revenues decreased by both tax and A@x revenuesduring the first nine months of the

year. This decline was expected by th _ _ o _ .
-O- Main Catagories of Domistic Tax in NIS million

government since the beginning of the crisi

1,500 +
and the fact that what the governmeni 000 /\/\
actually collected was close to thei T
500 -
expectationg®. It is not possible to surpas: T—— —
0 T T T T T T )
the governmental effort exerted to improve 2013 2014 2015 2016 2017 2018 2019
= |ncome tax = \/glue added tax
Customs = EXCises on tobacco

* The financial analysis was based on the final data released in December 2018; therefore, such a review of the data could
be repeated at the end of 2019 fiscal year as in the previous year, so the comparison between the twoylkbibe more
accurate at the end of 2019 fiscal year

* The mentioned budget in the analys&2019 budgethat is based orthe announcecbasdine scenario at the beginning

of 2019 The analysis was done ghowif there is adeviation from what was plared.

% The Cash plan predicted that domestic revenues would fall to a monthly average of NIS 300 million. In fact, the actual
realization was close to these expectations, with the actual monthly average revenues reaching NIS 319 million.

12



the collection to exceed 7percent of what is expected in the normal budget despite the difficult

political and economicondition (chart O).

Regardingthe earmarked revenue it has maintained its level for several years with a slight
improvement year after year. On the other hanthn-tax revenueswere low compared to the same
period of the previous year and even excluding the impaotxdfaordinarypaymentswhich usually
cause a rise in the comparison base, but it should be noted that health equalizatioff fees
become more regular since the beginning of 2019, which increases the stability édxeavenue

situation.

Tax refundsmaintained the same level during this nied compared with the same period of the
previous yearwith a higher rate than the previous period and within the budget allocated for this
period of the yearlt is noteworthy that the governmertiegan last year the policy of fuel subsidies to
reduce caes of smuggling and restore control of fuel revenues. [Edigo rise in fuelsubsidy which
wasoffset bydeaease in the same amount in VAT tlaieatedthe stability in subsidiesbetween the

current and the previous year

(Qearance revenueslid not exceed half of what was expected by the end of Septembecording to

the latest events beginning of Februaridiowever, the government received some its dues in the last 2
months (NIS 2 billion for the fuel blues tax in August and 369 NIS million in Sep)ewhich led to
improve the financial situation slightly. In light of thise government was able to pay part of its
arrears that accumulated since the beginning of the crisis. Moreover, It is expected that the clearance
revenues will return regular as before without the amountalfowanceso f prisoners an

families.

The decrease in clearance revenues is not limited to the cash received, but also if the comparison was

based on the commitment basd-ihancial Appendix, Tablp2lt showed that there was another

decrease due to the fact that thdearance session was not held in September because of the Jewish

holidays, and the session was postponed until the beginning of October.

% Thesefeeswere considered as an extraordinary payment before.
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Box3: Clearance Developments

The government has earned N&3A8 billion over the past nine month and has actually received a
estimated NIS 4 billionwhile is left by the Israeli side to the Palestinian government amounting t@X&
billion. Since the Israeli side is still holding the amounts equivalent to the remittaswed tothe families
of martyrs and prisoners that there is no understanding on this issue yet. The holding amount accun
since the beginning of the crisis will be approximately NIS 335 million (this amount would cover the ¢
budget deficit by 8 percent).

* This amoumt without deduction of prisoners' allowancesith an estimate of the amount of September

Expenditure(commitment basis)

Total public expenditure amounted to 66 percent of the 2019 budget (22 percent of GidE)e end

of September of this yearHowever, it was higher than the total expenditure of the previous year for
the same period, due to the increase in current and development expendit@aspared to previous
yearsfor the same perio@015to 2017, total spending remaindaklow its level irthese yearsas result

of the rationalization of government spendingiiancial Appendix, Table).

The current expenditure witnessed an increase compared to the previous year due to the increase in
net lending, wage bill, tranfers and social contributions (sorted by the most increase compared to
the previous year) The wage and salarlill increaseccompared withthe same periodf the previous
year due to the natural annual increase in wagesaddition to the government's decision at the
milpie employeeg in the Gaza
Strip by 25 percent. This increase was also accompanied by an incressaahcontributionwhich

beginning 0f2019to increase the percentage f wage s

was naturdly associated with increase in the number of retire€be spending on use of goods and
services maintained at the same level as in the previous year and was close to the level expected to be

spent in this period.

Transfersthis year were higher than therevious year, and at the same time did not exceed 75
percent of the allocated budgethis increase was linked to the increase in transfers in favor of social
security benefitsincluding civil and military pensions, and transfers to prisoners and detsinee

However, this increase was offset by a decline in remittances in favor of social assidtaisce.
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noteworthy that, the public debt service for -G- Net Lendingin NIS million, cash basis

this year during the last nine months wa 1000 816

673 647 608 576 634

lower than last yeardue to the decline in SV\
500 285

interest paid to the dmestic banking sector 147 163 174 200 220 2;2_._400

s 55 52 7% 80

because of the rescheduling of domestic 2013 2014 2015 2016 2017 2018 2019

debts This decline was offset by double th e Electricity e Water Sewage Waste

payment of external interest due to the

Qatariloan. The item that rose significantly this year was tie¢ lendingwhere there was a rise in all
items without exception of electricity, water and sewage compared with the same period last year

(chart Q.

Development spending witnessednaincreaseduring the first nine month of 2019 compared to the
same period last yeadespite the decline in external development supporThismeans that the
largest burden of development spending was on the governmbat the development spendingid
not exceed the half of the budget allocatbecause obpecificity of the situation®, the government

has decided to shorten the development projects to the project of the past year only.

Financing

Given that the overall budget deficit doubled during the first nine months of the year compared to

the same period last year, the need tc -~ Budget Support by Source

finance this deficit was also doubled 14%
2019

39
which placed a burden on both the

36%

government, the local banking sector an o 2018
(1]

the public sector The total external 2

financing for this year decreased due to th m Arab Donor, Saudi Arabia m Arab Donor, Algeria
Arab Donor, Iraq m Arab Donor, Qatar

i i : = Arab Donor, Turkey Arab Donor, PEGASE
decrease in development projects grant: Arab Donor. World Bank
mainly due to theclosure of the development projects account for the US Consulate by NIS 448

million. On the other hand, budget support during this period was better than the previous itear

15



should be noted that there was an increase in financing by Arab and foremgorgland this increase

was more pronounced in the amounts provided by the World Bahért .

Due to high deficit and reduced external support, the government has resorted to domestic sources of
funding to fill the financing gapDomestic financing hasloubled and exceeding expectationset
domestic financing has nearly doubled from last year as a result of the government borrowing from
local banks in light of the crisis to cover part of the wage bill of public employees and some other
current expenditue. On the other hand, arrears have risen in favor of both the public and private
sectors. Although some of the previous arrears increased during this year, the new arrears exceeded
this by nearly 5 times. It is worth mentioning that the financing gap ekesed from the previous year

by NIS 82 million.

Public debt

Total public debt increased by 18.6 percent at the end of September 2019 compared to the end of

September 2018Total debt amounted :
-T- Public Debt as a percent of GDP

to NIS 10.2 billion equivalent tc 143

15.0 111 94 11.9
US[2.9 billion (18.8 percenbf GDP) 100 96 9.2 ' 9.0
Total domestic debt was NIS 6.2 billio

507 o9 0.9 08 0.8 07 07 0.8
(USDL1.78 billion) this was an increas _ ——i————i

2013 2014 2015 2016 2017 2018 2019
of 29.6 percent from September 201

e=g== DoMistic Debt === External Debt

(Financial Appendix, Tabld). Total
external debt was NIS 3.95 billiod{[1.13 billion), 4.7 percentigher than September 2018.
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StatisticalAppendix

CCFHCBF Xc Al

Table(1):Main Palestinian

Economic Indicator€ wT BT Cp I
2019 2018 2017
Indicator BCXKF X0 byF I WIFpK BIOF X0 cxF XK bmF © M3FpK 3OF XK cxfF XK bymF V pl Y
Real GDP in USD million pbMp AMT AB IOF
(Base year=2015) 3434.7 3,504.6  3,594.9 3,486.5 3,351.3 3,377.6  3,476.5 3,502.3 3,396.8  3,310.0 20 EF%XF HuHR
west Bank 2754.1 2,779.5 2,887.6 2,793.7 2,675.7 2,686.4 2,643.4 2,658.5 2,554.8 2,445.5 wTt Ip N
Gaza Strip 680.6 705.1 707.3 692.8 675.6 691.5 833.1 843.8 842.0 865.3 weco
Growth Rate(%) -2.0 2.5 3.1 4.0 0.8 2.8 0.7 3.1 26 0.4 ( %y B X IO
GDP per Cpita in USD 735.5 755.4 778.9 760.5 735.8 746.2 734.9 745.6 728.2 714.7 PBbMPIOF 3 c Poig
west Bank 1,024.9 1,048.2  1,085.2 1,056.5 1,018.1  1,028.5 956.6 968.1 936.1 901.6 u? p MM OF
Gaza Strip 343.2 358.2 362.0 357.1 350.8 361.5 423.5 432.4 435.5 450.7 Wyeco
Unemployment Rate (%) 26.0 26.8 29.1 317 32.4 30.2 27.7 29.6 29.2 27.2 WHOF A 3
Labor Force Participation Rate (%) 44.2 44.3 47.1 46.9 45.9 45.4 45.6 46.3 45.2 45.6 wAB F J1HOFp Fol MW
Consumer Price Index 101.87 100.32 111.12 111.10 110.56 110.27 110.94 110.47 111.00 111.52 WAnbHeOF pF
Total Credit Facilitiesn USD million 8,941.6 85695 8437.9 8,293.6 8,260.0 81754 80260  7,7619 75288  7,234.2 P b M b IOBEHBIOF
Total Depositdn USD million 12,591.0 12,3944 12,2273 12,1942  11,992.6 12,002.3 11,9825 11,526.8 11,379.4 11,1275 o b M bB SR OF
Bounced checks as presented ¢tearance%) 10.6 8.4 7.8 0.1 10.5 9.0 7.7 8.9 7.8 6.4 JFUYbAK ws p Ys K
Final Consumption in USD million 3,949.6 3,988.3  4,135.7 3,990.9 4,8405 3,735.0 3,853.6 3,946.5 3,888.2 3,802.6 cCFnxXKOF c
Gross Capital Formation in USD million 803.7 786.5 857.9 852.5 770.6 785.3 815.2 813.2 728.6 731.9 c O B T ®RFOFC H
Net exports in USD million (1,321.1) (1,324.7) (1,379.9) (1,347.0) (1,247.3) (1,153.6) (1,172.3) (1,246.6) (1,888.9) (1,208.6) dF p rF HIO
Exports 717.1 717.3 784.5 709.6 706.7 688.3 699.8 659.0 676.0 643.0 9Fpp
Imports 2,038.2 2,042.0 2,164.4 2,056.6 1,954.0 1,841.9 1,872.1 1,905.6 1,865.2 1,851.6 94F p g

WT b F b UB)F

3" Source:PCBShttp://www.pcbs.gov.ps, and PMAhttp://www.pma.ps.
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Table¢): Real GDP (100=2015) Quarteily
WT MXBOMBP0)0( c UT Uc OFc e lQF B Biyp K IOF  : (
Estimated 2018 Projections 2019 o . HonmEr /L

N HANMAFOT C Ba:selme scenario Optimistic Scenario PeSS|m|st.|.c Scenario
(In USD Million) EF PbF HTDP OCF Yar OF 6CFIl 3r IOF (pbMpP AHY

Value  Growth Rate Value Growth Rate  Value  Growth Rate Value Growth Rate

wry'! Hr 3IOF wr y ! Hr 3 KOF wr y HTr 3 IOF wr y'! Hr 3 IOF

First Quarter 3,378 2.0 3pnp o by - - - -- bvMbF
Second Quarter 3,351 -1.3 3,328 -0.7 - - - CXF X
Third Quartef® 3,487 0.5 3,551 ns 3,635 4.3 3,410 2.2 S 1OF X H
Fourth Quarter 3,595 3.4 3,535 MOT 3,840 3.6 3,475 -3.3 N3F p K
Annual 13,810 0.9 13,883 0.5 14,238 3.1 13,463 0.7 p M X
Table (3)Palestinian Balance of Payments “Ybemp amMTAB ¢ XT BPAY
(In USD Million) 2019 2018
Second Quarter First Quarter | Fourth Quarter  Third Quarter Second Quarter First Quarter peMp
bmMbF M3HF DOk N 2DIO0F ¥ c XfF ¥ lOF bMbF U
Trade b%'a”"e of goods and 1,321.1 1,324.7 -1,379.9 -1,347.0 -1247.3 -1153.6 PoFTh
serviced dF B P> K
Net goods -1,090.6 -1,093.8 -1,140.0 -1,110.8 -1030.3 -953.6 1 A B HOR
Net services 2305 -230.9 -239.7 -234.7 -217.0 -200.0 9dF B p 3 H
Income balance 5595 579.5 555.8 538.6 527.6 482.8 b3 p HOR
Balance of externafransfer 404.3 468.1 461.8 413.8 393.5 295.6 4 b'L_IJ TM TCE
current account -357.3 -277.1 -362.2 -393.8 -326.2 -375.2 ppF T HOH
Net capital and financial 227.9 151.2 207.8 508.5 252.0 519.6 UF B K
account c tOF B IOF N
H ndm 3 IO RO p FOF wT b fF b UBF @?FV’?»(I_—)}OF
u ﬁf MbB
MpcafrK ¢cT cATSCFphwF bbbhcbF UEBY p MIOF
.pTPUYbIOF KFpoy wb?3fF XPF pfF by
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Financial Appendix c. FOpXe {4~ FOF

Table 1a. Palestine--Central Government Fiscal Operations
(In percent of GDP)

2013 2014 2015 2016 2017 2018 2019
Budget January - September
Proj.1/ Actual 2018
Total net revenuez/ 18.6 22.3 22.8 26.4 25.2 23.7 23.9 185 12.9 18.9
Net domestic revenue 5.0 6.3 6.6 9.1 8.1 8.2 7.8 6.5 5.5 6.6
Gross domestic revenue 6.8 7.3 7.2 9.8 8.4 9.2 8.6 7.0 6.0 7.2
Domestic tax revenue 4.8 4.7 4.8 4.7 5.3 5.7 5.8 4.5 3.8 4.4
Earmarked collections/ 0.0 0.5 0.4 0.6 0.5 0.5 0.0 0.4 0.4 0.4
Non-tax revenue 2.0 2.1 2.0 4.5 2.7 29 2.8 2.1 1.8 2.3
Tax refunds -1.8 -1.1 -0.5 -0.7 -0.4 -1.0 -0.8 -0.6 -0.6 -0.6
Fuel -1.8 -0.9 -0.3 -0.5 -0.2 -0.7 -0.6 -0.4 -0.5 -0.4
Other 0.0 -0.1 -0.3 -0.3 -0.1 -0.3 -0.2 -0.1 0.0 -0.2
Clearance revenue/ 135 16.1 16.1 17.3 17.1 15.4 16.1 12.1 7.4 12.3
Total expenditure 311 34.5 33.6 34.6 33.1 30.8 33.9 25.2 22.3 21.8
Recurrent expenditure 29.6 324 31.8 32.1 30.6 28.3 30.8 23.2 20.8 20.6
Wages and salaries 15.4 16.1 15.1 15.3 14.6 12.3 14.3 10.7 9.1 9.2
Sacial contributions 14 15 14 15 14 11 1.6 1.2 0.9 0.9
Use of goods and services 4.0 5.1 5.1 5.0 4.8 4.2 4.7 3.1 25 2.6
Transfers 6.3 6.4 6.9 7.1 6.8 7.8 7.8 5.9 5.6 5.7
Minor capital 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.1 0.0
Interest 0.7 0.4 0.4 0.6 0.5 0.4 0.6 0.5 0.3 0.3
Domestic 0.7 0.4 0.3 0.6 0.5 0.4 0.0 0.0 0.2 0.3
External 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net lendings/ 1.7 2.2 2.4 2.0 1.8 1.8 1.7 1.3 1.8 1.4
Earmarked payments/ 0.0 0.5 0.4 0.6 0.5 0.5 0.0 0.4 0.4 0.4
Property tax 0.0 0.2 0.2 0.4 0.3 0.2 0.0 0.0 0.2 0.2
Transportation fees 0.0 0.3 0.2 0.2 0.3 0.3 0.0 0.0 0.2 0.2
Recurrent balance -11.0 -10.1 -9.0 -5.7 -5.4 -4.6 -6.9 -4.7 -7.9 -1.7
Development expenditure 1.5 2.1 1.8 25 2.5 25 3.1 2.0 1.5 1.3
Overall balance -12.5 -12.2 -10.8 -8.2 -7.9 -7.1 -10.0 -6.7 -9.4 -2.9
Total financing 125 12.2 10.8 8.2 7.9 7.1 10.0 6.7 9.4 29
External financing 10.9 9.7 6.3 5.7 5.0 4.6 4.8 0.0 25 3.0
Budget support 10.1 8.1 5.6 4.5 3.8 35 3.8 0.0 2.7 2.2
Development financing 0.9 1.6 0.7 1.2 12 11 1.0 0.0 -0.3 0.8
External debt repayment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Extenal arrears 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Domestic financing 17 25 45 25 2.9 24 0.0 0.0 7.0 -0.2
Net domestic bank financing -2.0 -1.1 1.3 -0.9 0.6 11 0.0 0.0 1.0 -11
Non-bank financing 3.7 3.6 3.2 35 2.3 13 0.0 0.0 6.0 0.8
Domestic arrears 3.7 3.6 3.2 35 23 1.3 0.0 0.0 6.0 0.8
Expenditure arrears 3.7 3.6 3.2 35 2.3 1.3 0.0 0.0 6.0 0.8
New arrears 3.7 5.8 5.1 5.8 5.2 3.8 0.0 0.0 7.7 2.3
Arrears repayment 0.0 -2.2 -1.9 -2.4 -2.9 -2.4 0.0 0.0 -1.7 -15
Residual -0.1 -0.2 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.2
Errors and omissions/financing gap 0.0 0.2 0.0 0.0 0.0 0.0 5.2 6.7 0.0 0.0
Memorandum items:
Nominal GDP (in millions of shekels) 45,038 45,522 49,298 51,286 52,338 52,408 53,980 53,980 53,980 52,408

Source: Palestinian Authority, Ministry of Finance and Planning.

1/ a) The monthly projections are based on the annual budget and seasonal factors calculated, for most aggregates, over the last 5 years, corrected for one-off special transactions.
b) There is a difference between the projectin figures and the budget because it has been taken into account the earmarked payment.

2/ Revenue is presented on a cash basis and expenditure on a commitment basis.

3/ 90 percent of property tax and 50 percent of the transportation fee collections is due to local government units.

4/ Tax revenue collected by Israel on behalf of the Palestine Authority minus deductions for administration costs.

5/ Deduction by Israel from clearance revenue for outstanding utility bills of local governments.

6/ Withheld (+) or transferred from past collections and/or trabsferred advances (-).

7/ + =financing need.
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Table 1b. Palestine--Central Government Fiscal Operations
(In millions of NIS)

2013 2014 2015 2016 2017 2018 2019
Budget January - September
Baseline Scenario Proj.1/ Actual Actualin % 2018 Change 2019-2018
of Budget In NIS In %
Total net revenuez/ 8,361 10,166 11,231 13523 13,194 12,408 12,883 9,995 6,947 53.9 9,905 -2,958 -30
Net domestic revenue 2,272 2,848 3,278 4,651 4,228 4,316 4,206 3,487 2,948 70.1 3,461 -513 -15
Gross domestic revenue 3,078 3,329 3,542 5,023 4,419 4,817 4,626 3,786 3,249 70.2 3,757 -508 -14
Domestic tax revenue 2,157 2,149 2,354 2,391 2,751 2,997 3,127 2,427 2,031 65.0 2,321 -290 -12
Earmarked collections/ 0 215 220 323 265 274 0 230 239 228 10 5
Non-tax revenue 921 966 969 2,309 1,404 1,545 1,499 1,129 979 65.3 1,208 -229 -19
Tax refunds -807 -481 -264 -372 -192 -501 -420 -299 -301 7.7 -296 -5 2
Fuel -791 -424 -125 -240 -117 -364 -333 -238 -280 84.1 -214 -67 31
Other -16 -57 -139 -132 -75 -137 -87 -61 21 24.2 -83 61 -74
Clearance revenue/ 6,089 7,318 7,953 8,872 8,966 8,092 8,677 6,508 3,999 46.1 6,444 -2,445 -38
Total expenditure (commitment basis) 14,009 15,709 16,566 17,746 17,316 16,127 18,284 13,585 12,038 65.8 11,437 601 5
Recurrent expenditure 13336 14,771 15,673 16,460 15,995 14,829 16,605 12,506 11,205 67.5 10,780 425 4
Wages and salaries 6,928 7,336 7,439 7,837 7,631 6,424 7,700 5,775 4,917 63.9 4,840 77 2
Social contributions 638 680 701 748 735 601 850 637 493 58.0 449 44 10
Use of goods and services 1,816 2,333 2,530 2,547 2,502 2,211 2,520 1,692 1,364 541 1,373 -9 -1
Transfers 2,839 2,925 3,394 3,627 3,559 4,068 4,214 3,173 3,032 719 2,978 53 2
Minor capital 29 61 41 52 68 53 88 66 37 42.0 16 21 128
Interest 325 199 178 296 274 231 333 250 145 436 176 -31 -18
Domestic 306 183 161 283 269 225 0 0 132 170 -38 -22
External 19 15 18 13 4 6 0 0 13 6 7 120
Net lendings/ 760 1,022 1,169 1,029 960 967 900 683 979 108.7 720 259 36
Earmarked payments/ 0 215 220 323 265 274 0 230 239 228 10 5
Property tax 0 97 113 207 131 130 0 128 118 11 9
Transportation fees 0 118 107 116 134 145 0 110 111 0 0
Recurrent balance (excl. grants) -4,975 -4,605 -4,442 -2,936 -2,800 -2,421 -3,722 -2,511 -4,258 114.4 -875 -3,383 387
Development expenditure 674 938 893 1,287 1,321 1,298 1,679 1,079 833 49.6 657 176 27
Overall balance (excl. grants) -5,648 -5,543 -5,335 -4,223 -4,122 -3,719 -5,401 -3,590 -5,001 94.3 -1,532 -3,559 232
Total financing 5,648 5543 5,335 4,223 4,122 3,719 5,401 3,590 5,091 94.3 1,532 3,559 232
External financing 4,915 4,402 3,105 2,921 2,597 2,412 2,590 0 1,329 513 1,576 -247 -16
Budget support grants 4,532 3,676 2,757 2,318 1,965 1,841 2,035 1,484 729 1,161 323 28
Development financing grants 383 726 347 603 632 571 555 -155 -27.9 415 -570 -137
Domestic financing 772 1,147 2,211 1,286 1,526 1,270 0 0 3,759 -130 3,888 -2,999
Net domestic bank financing -895 -507 634 -486 307 569 0 532 -551 1,083 -197
Non-bank financing 1,667 1,654 1577 1,772 1,219 700 0 0 3,227 421 2,806 667
Domestic arrears 1,667 1,654 1,577 1,772 1,219 700 0 0 3,227 421 2,806 667
Expenditure arrears 1,667 1,654 1,577 1,772 1,219 700 0 0 3,227 421 2,806 667
New arrears 1,667 2,658 2,493 2,987 2,715 1,967 4,145 1,182 2,963 251
Arrears repayment 0 -1,004 -917 -1,215 -1,495 -1,267 0 0 -918 -761 -158 21
Residual -38 -79 20 17 -2 38 0 3 85 -82 -96
Errors and omissionsffinancing gap 0 72 0 0 0 0 2,811 3,590 0 0
Memorandum items:
Exchange rate (NIS/$)(period average) 8/ 3.61 3.58 3.89 3.82 3.61 3.59 4.00
Nominal GDP (in millions of shekels) 45,038 45522 49,298 51,286 52,338 52,408 53,980 53,980 53,980 52,408
Recurrent balance in % of GDP -10.9 9.3 -8.7 5.6 -53 -4.6 -6.9 -4.7 -7.9 -17
Overall balance in % of GDP -12.5 -12.2 -10.8 -8.2 -7.9 71 -10.0 -6.7 -9.4 -29

Source: Palestinian Authority, Ministry of Finance and Planning.

1/ a) The monthly projections are based on the annual budget and seasonal factors calculated, for most aggregates, over the last 5 years, corrected for one-off special transactions.
b) Thereis a difference between the projectin figures and the budget because it has been taken into account the earmarked payment.

2/ Revenue is presented on a cash basis and expenditure on a commitment basis

3/ 90 percent of property tax and 50 percent of the transportation fee collections is due to local government units.

4/ Tax revenue collected by Israel on behalf of the Palestine Authority minus deductions for administration costs.

5/ Deduction by Israel from clearance revenue for outstanding utility bills of local governments.

6/ Withheld (+) or transferred from past collections and/or trabsferred advances (-).

71 + =financing need.

8/ Annual data: annual average; monthly data: end-of-period.

9/ Preliminary; to be reconciled with the MOFP treasury plan.
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Table 2. Palestine--Central Government Revenue 1/
(In millions of shekels; commitment basis)

2013 2014 2015 2016 2017 2018 2019
January - September
Actual 2018 change asa%
Total net revenueg/ 8,348 10,032 10,931 13,598 12,880 12,256 8,633 9,297 -664 -7
Net domestic revenue 2,245 2,701 2,943 4,668 4,158 4,206 2,873 3,370 -497 -15
Gross domestic revenue 3,078 3,329 3,542 5,023 4,419 4,817 3,249 3,757 -508 -14
Tax revenue 2,157 2,149 2,354 2,391 2,751 2,997 2,031 2,321 -290 -12
Income tax 714 685 701 647 790 849 585 694 -109 -16
Value added tax 852 951 1,003 925 1,011 1,198 809 934 -126 -13
Customs 193 267 454 621 737 698 473 505 -32 -6
Excises on beverages 6 3 4 5 5 5 3 3 0 -3
Excises on tobacco 378 234 183 172 194 235 149 173 -24 -14
Property tax 3/ 14 9 9 22 13 13 13 12 1 10
Non-tax revenue 921 966 969 2,309 1,404 1,545 979 1,208 -229 -19
Domestic fees and charges 859 926 963 2,220 1,394 1,530 974 1,193 -220 -18
Stamps tax 0 0 0 0 0 0 0 0 0
Civil registration fees 27 43 25 8 4 6 6 5 2 35
Health fees 41 48 66 88 97 103 81 77 4 5
Health insurance 174 177 182 191 203 190 158 148 10 7
Transportation 3/ 95 110 107 115 133 139 110 105 5 5
Agricultural services 3 3 3 4 6 6 6 5 1 23
Local government 14 7 4 6 5 4 3 3 0 13
Ministry of Economy 7 15 19 17 19 21 15 16 -1 -8
Shari'a Courts fees 91 7 8 8 9 6 4 5 0 -9
Land registration 12 114 139 149 137 134 82 91 -9 -10
Ministry of housing 3 0 0 0 0 0 4 0 4 4,966
Tourist fees 2 2 2 3 3 3 2 2 0 13
Telecommunication fees 30 32 55 76 76 79 63 62 0 1
Ministry of Education 16 18 16 17 20 20 12 11 1 8
High Court of Justice fees 37 44 52 54 58 60 47 43 5 11
Foreign Affairs 1 5 1 2 2 2 2 1 0 25
Licenses 194 176 228 721 326 317 129 292 -162 -56
Others 109 124 56 762 299 439 248 328 -80 -24
Training fees 0 0 0 0 0 0 0 0 0 -56
Investment profits 63 40 5 89 10 16 6 15 -9 -62
Earmarked collections 0 215 220 323 265 274 239 228 10 5
Property tax 0 97 113 207 131 130 128 118 11 9
Transportation 0 118 107 116 134 145 110 111 0 0
Tax refunds -834 -628 -599 -355 -261 -611 -376 -387 11 -3
Fuel -720 -524 -494 -237 -141 -364 -280 214 -67 31
Others/ -114 -104 -105 -118 -121 -248 -96 -174 78 -45
Clearance revenue 6,103 7,331 7,988 8,930 8,722 8,050 5,759 5,927 -167 -3
Customs 2,073 2,520 2,921 3,167 3,354 3,472 2,443 2485 -42 -2
Value added tax 2,016 2,278 2,276 2,686 2,288 2,004 1,428 1494 -66 -4
Purchase tax 3 7 -6 -10 -5 -14 -11 -10 -1 10
Petroleum excise 1,971 2,474 2,774 2,971 2,904 2,481 1,720 1876 -156 -8
Income tax 40 51 23 36 180 71 179 46 132 287
Other 0 0 0 80 2 36 0 36 -36 -100
Memorandum items:
Clearance revenue adjustment -14 -13 -35 -58 244 41 -1,761 58 -1,818 -3,159
Arrears on tax refunds 27 147 335 -17 70 110 75 60 15 24
Accrued revenues adjustment
Net revenue (cash basis) 8,361 10,166 11,231 13,523 13,194 12,408 6,947 9,414 -2,467 -26

Source: Palestinian Authority, Ministry of Finance and Planning.

1/The monthly projections are based on the annual budget and seasonal factors calculated, for most aggregates, over the last 5 years, corrected for one-off special transactions.
2/ All revenue is the same on a commitment and on a cash basis except for clearance revenue and tax refunds.

3/ 90 percent of property tax and 50 percent of the transportation fee collections are due to local government units.
3/ Refunds on VAT collections and on customs fees and charges.
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Table 3. Palestine--Central Government Expenditure by Functional Organization
(NIS: commitment base)

2013 2014 2015 2016 2017 2018 2018
January - Septemt
Actual

Central Administration 835,889 915,564 1,330,460 1,489,395 1,576,063 949,162 637,325
Security and Public Order 3,995,922 4,290,294 4,250,624 4,419,289 4,423,095 3,450,129 2,488,656
Financial Affairs 1,692,792 1,496,968 1,800,011 1,714,093 2,104,918 2,782,530 2,237,063
Foreign Affairs 239,475 235,570 257,332 282,444 287,677 355,699 218,425
Economic Development 309,642 482,276 362,394 336,712 434,006 456,730 277,242
Social Services 5,310,993 6,260,498 5,428,489 5,832,332 5,991,269 6,476,969 4,636,625
Cultural and Information Services 183,603 229,450 233,204 223,088 274,993 292,160 258,209
Transport and Communication Services 86,964 87,385 88,545 86,505 94,083 94,447 67,056
Total 12,655,281 13,998,005 13,751,059 14,383,859 15,186,105 14,857,826 10,820,600

Source: Palestinian Authority, Ministry of Finance and Planning.

Table 4. Palestine--Central Government Domestic Financing
(In millions of shekels)

2013 2014 2015 2016 2017 2018 2019
Jan - Sep
Domestic bank debt (stock) 4,409 4,476 5,727 5,541 5,224 5,034 6,200
Loans 2,300 2,253 3,120 3,144 2,834 2,401 3,494
Short-term 1,263 480 484 432 492 505 2,187
Long-term 1,037 1,774 2,636 2,712 2,342 1,896 1,309
Overdrafts 1,274 1,465 1,693 1,473 1,478 1,687 1,570
Petroleum Authority 1/ 784 706 862 872 859 896 1,084
Other public institutions 2/ 51 52 52 52 52 51 51
Net domestic bank financing 3/ -895 -507 634 -486 307 569 532
Loans and overdrafts 67 1,251 -185 -317 -190 1,166
Other domestic bank financing 4/ -895 -574 -617 -301 624 759 -634
Domestic non-bank financing 1,667 1,654 1,577 1,772 1,219 700 3,227
Expenditure arrears 1,667 1,654 1,577 1,772 1,219 700 3,227
New arrears 1,667 2,658 2,493 2,987 2,715 1,967 4,145
Repayment previous years' arrears 0 -1,004 -917 -1,215 -1,495 -1,267 -918
Total domestic financing 772 1,147 2,211 1,286 1,526 1,270 3,759

1/ Bank loans to the Petroleum Institute.

Source: Palestinian Authority, Ministry of Finance and Planning.

2/ Bank loans to other budgetary institutions.
3/ Change during the period in the stock of debt held by the banks; From table 1b.
4/ Calculated as net domestic bank financing minus bank loans and overdratfts.
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Table 5. Palestine: Domestic Arrears
(in millions of NIS)
2013 2014 2015 2016 2017 2018 2019
January - Septem
New arrears for the period:
Net revenue commitment basis 8,348 10,032 10,931 13,598 12,880 12,256 8,633
Net revenue cash basis 8,361 10,166 11,231 13,523 13,194 12,408 6,947
New revenue arrears for the period -13 -133 -300 75 -314 -152 1,686
Clearance revenue:
Clearance revenue commitment basis 6,103 7,331 7,988 8,930 8,722 8,050 5,759
Clearance revenue cash basis 6,089 7,318 7,953 8,872 8,966 8,092 3,999
Clearance revenue arrears: 14 13 35 58 -244 -41 1,761
Tax refunds:
Tax refunds commitment basis 834 628 599 355 261 611 376
Tax refunds cash basis 807 481 264 372 192 501 301
Tax refunds arrears 27 147 335 -17 70 110 75
Other revenue arrears (o] o] 0 0 (o] (o] (o]
Recurrent expenditure commitment basis 13,336 14,771 15,673 16,460 15,995 14,829 11,205
Recurrent expenditure cash basis 11,735 12,392 13,385 13,936 13,680 13,157 7,414
New recurrent expenditure arrears for the period 1,601 2,379 2,287 2,524 2,314 1,672 3,791
Development expenditure commitment basis 674 938 893 1,287 1,321 1,298 833
Development expenditure cash basis 607 586 687 824 921 1,003 479
New development expenditure arrears for the period 66 351 206 463 400 295 354
Total new expenditure arrears for the period 1,667 2,730 2,493 2,987 2,715 1,967 4,145
Stock of previous years' arrears beginning of the period 1/ 1,813 1,540 2,000 2,810
Private sector 1,569 1,328 1,542 1,419
Other 244 212 458 1,392
Repayment previous years' arrears 0] -1,004 -917 -1,215 -1,495 -1,267 -918
Stock of previous years' arrears at the end of the period 0 -1,004 -917 598 44 733 1,892
New arrears current period:
Tax refund arrears 27 147 335 -17 70 110 75
New expenditure arrears 1,667 2,730 2,493 2,987 2,715 1,967 4,145
Total new arrears current period * 1,694 2,877 2,828 2,970 2,784 2,077 4,220
Source: Ministry of Finance and Planning.
1/ Reflects the part of the stock of arrears that is carried over in the accounting system from the previous year.
* NIS 527.9 Million was accounted as arrears, but in reality it was the amount of net lending which is the amount not deducted as a result of not hold

Table 6. Palestine--External Financing
(In millions of shekels)

2013 2014 2015 2016 2017 2018 2019
January - September
Actual 2018
Total external financing (net)(Stock) 4,915 4,402 3,105 2,921 2,597 2,412 1,329 1,574
Grants 4,915 4,402 3,105 2,921 2,597 2,412 1,329 1,576
Budget support 4,532 3,676 2,757 2,318 1,965 1,841 1,484 1,161
Arab donors 1,388 1,464 1,288 814 524 1,091 769 681
International donors 3,143 2,212 1,469 1,504 1,441 750 715 481
Development financing 383 726 347 603 632 571 -155 415
Loans (Flow) 3,856 4,247 4,181 4,018 3,626 3,882 " 3,950 3,772
Budget support 3,856 4,247 4,181 4,018 3,626 3,882 3,95d 3,772
Arab institutions 2,192 2,422 2,415 2,332 1,964 2,120 2,311 2,050
International and regional institutions 1,191 1,356 1,318 1,269 1,191 1,276 1,166 1,245
Bilateral loans 473 469 449 416 471 486 473 477
Development financing
Amortization
Memorandum item
Exchange rate (NIS/USD) avarege 3.61 3.58 3.89 3.82 3.61 3.59 2.94 3.55

Source: Palestinian Authority, Ministry of Finance and Planning.
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Fiscal Development by Charts
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