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Financial and MacroeconomicDevelopments

Introduction

The pandemic has plunged the global economy into its worst recession since World War I,
causing a major downturn in many sectors. This is due to the drop in oil prodiaciiomuch

over other factors. Even the roil sectors such as the travel sector, tourism sector, real estate
sector, retail sector, wholesale trade sector and manufacturing sector have all contracted
significantly above the global average due to the varloakdown measures taken in the region

and the decline in global demand.

The global economy continues to recover faster than expected at the beginning of this year

as production levels that existed before the pandemic are now expected to be reachahdly th

of 2021. The gradual policy of OPEC Plus countries caused a slowing growth rates in the region,
which led to a delay in growth in the oil sector, keeping pace with the awakening witnessed by
the noroil sector”.

The Palestinian economy experienced state of recovery during the first quarter of 2021
compared to the previousquarter; due to economic activities beginning to return to normal,
most sectors witnessed an improvement except for agricultural and industrial activities, in the
light of the govenment's measures aimed at balancing the economy and health, as the economy
grew by approximately 1.9 percent. It is expected that economic growth will decrease during the
second quarter of 2021 compared to the corresponding quarter of 2020 due tocteeoktfee

last attack on the Gaza Strip and the continued decline in external support and grants, as well as
the fear of the spread of the new strain of the Corona virus and return to closures. It should be
noted, that these expectations may differ ireagdseleasing the actual data

The unemployment rate increased during the first quarter of 2021 compared to the
previous quarter, despite the gradual economic recovery as a result of the increase in the
number of unemployed compared to the number of werk&his was caused by the Ron
restoration of economic life after the effects of the Cavdoandemic, in addition to the limited
labor market in Palestine and its inability to absorb surplus employment.

The credit facilities granted to the public sectorincreased during the secondquarter of

2021 compared tothe previous by about USD 186 million. This was as a result of the
government resorting to borrowing from local banks to cover its expenses in light of the lack of
external financing sources espelgidrom the Arab donors, as well as the increase in health

3" Economic recovery gaining momentum in the Middle E&stC Middle East Economic Bulletin Q2 2021. (July, 2021). PwC
Middle Easthttps://www.pwc.com/ml/en
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expenditures to confront the Covi® pandemic and new strains, in addition to the settlement of
financial matters for Gaza employees.



Macroeconomic Developments

Global Economic Developments

The global economy witnessed a strong recovery during the second quarter of 202lis

worth noting that this recovery is uneven, as growth has been concentrated in a few major
economies, while many emerging market and developingoecies are still obstacles to
vaccination campaigns still casting a shadow on economic activity. The global outlook remains
subject to significant downside risks, including the possibility of new waves of coronavirus
outbreaks and financial stress as detsels rise in emerging market and developing economies.
Policy makers will have to strike a balance between the need to support recovery and maintain
price stability and fiscal sustainability.

The growth in East Asia and the Pacific is expected to accetge by 7.7 percent for 202%F,
especially in China, where the Chinese GDP recorded 7.9 percent for the second quarter of 2021
compared to the same period last year. This growth rate was much slower than the 18.3 percent
annual increase recorded by Chinathe first quarter of the same year, although this record
figure largely reflected the economic downturn in early 2020 with the spread of GO)/IBs

for benchmark commaodity prices, inflation has hit its highest levels in more than a decade, while
supply dain disruptions caused by freight backlogs and energy shortages have dented factory
production. Growth in the service sector has also slowed recently, while the outbreak of-COVID
19 in southern China and the containment measures in place have curbedeccadivity and
suspended businesdes

The Indonesian economy has responded to the measures of Coe%@ but it remains
vulnerable to new waves driven by more transmissible strains, as happened in other countries
due to the delay in the introduction oktfree vaccine when compared to some of its large peers

in the Group of Twenty. Despite the strong response to the crisis, monetary policy has had to
strike a difficult balance between managing external financing pressures and stimulating
recovery. Suppoitg cash financing of the deficit in the fiscal response under exceptional
circumstances. The Bank of Indonesia (BI) also eased monetary policy even though the real
policy rate is high relative to its peers, considering low inflation and large negatilecpooi®.

The European and Central Asian economy is expected to grow by around 3.9 percent for
2021, due to the economic improvement in the Eurozone. However, the outlook remains
challenging given the recent deterioration in COMI® tightening of macroenomic policy,
escalating policy uncertainty and geopolitical tensions. Growth in Russia is expected to reach 3.2
percent in 2021 due to stable domestic demand and rising energy prices. In Turkey, growth is
expected to rise to 5 percent in 2621

% Global economic prospect§lune, 2021). The World Batktps://www.worldbank.org
¥ The Chinese economy grew 7.9% in the second quarter. (July, 2021). Aitalsi¢/arabic.cnn.com
“Indonesia's Ecamic Prospects (IEP). (July, 2021). The World Béapk://www.worldbank.org

L Global economic prospects. (June, 2021). The World Béipk.//www.worldbank.org
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In Central Europe, growth is expected to reach 4.6 percent in 2021, supported by a recovery in
trade. A rebound in growth is expected in the Western Balkans of about 4.4 percent, assuming
improved consumer confidence and the largest population receiving the vétastern Europe

is expected to expand by 1.9 percent in 2021 as the recovery is constrained by geopolitical
tensions, declining domestic demand, and structural weakness. Growth is expected in Central
Asia due to a slight rise in commodity prices, loweaydurction cuts among major oil producers,

and an increase in foreign direct investriient

In the second quarter of 2021the German economy witnessed a remarkable improvement after

the severe setbacks it had suffered in the previous period due toX®oard the accompanying

strict measures, as the hospitality, tourism and trade sectors were among the most affected
sectors. The pace of macroeconomic expansion is expected to be stronger in the second quarter
of 2021, supporting GDP to its peeisis level agm*>.

Italian economic growth is expected to improve during the second quarter of 2021 as a
result of the improvement in financial markets, which will enhance confidence among
individuals and companies, thus supporting the economic outlook for 2021, wiherth gs
expected to reach approximately 3.5 percent, and as for unemployment, it is expected to reach its
rate for the year 2021 10.5%. It is also expected that thetal&IDP ratio will reach 155.6
percent in 2021, with a budget deficit of 7 percentliersame ye#&t.

The French economy recorded a growth rate of about 0.9 percent in the second quarter of
2021,despite the tightening of closure restrictions in April to control the high rate of coronavirus
infections, and ease pressure on hospitals. Hbte of consumer spending and corporate
investments increased in light of the decline in the impact of restrictions on economic activities
compared to the periods prior to the pandétic

UK GDP is expected to stabilize in the second quarter of 2021 at 1%ue to the easing of
restrictions on economic activity. In addition, the indicators of consumer confidence and the
improvement of the housing market increased more than before. As for the unemployment rate, it
reached 4.7 percent for the second quartefai%.

Economic activity in Latin America and the Caribbean is expected to grow by 5.2 percent
for 2021, assuming moderate progress in vaccine rollouts in most countries, as movement
restrictions ease, positive spillovers from advanced economies and @tcoeasmodity prices.

The Brazilian economy is expected to grow by 4.5 percent in 202Upported by a new round
of emergency payments to households and benign domestic and international credit terms.
Mexico's economy is also expected to expand by 5 peine@021, Argentina's growth is

“2 Globaleconomic prospects. (June, 2021). The World Baitis://www.worldbank.org

*The German economy is making up for its setbacks and growing strongly in the second quarter. (July, 2021). Middle East
Newspaperhttps://aawsat.com

“ Expectations of the growth of the Italian economy in the second quarter of 2021. (February, 2021). Middle East Newspaper.
https://aawsat.com

*>The French economy grew By9% in the second quarter. (July, 2021)AAtam Gatehttps://gate.ahram.org.eg

“*®The Bank of England keeps interest rates. (June, 2021). Anadolu Agémey/\www.aa.com
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expected to rebound to 6.4 percent in 2021, while Colombia's economy is expected to expand by
5.9 percent this year. Chile's economy is expected to expand by 6.1 percent and Peru's economy
is expected to grow by 10.3 percémt year.

In Central America, growth is expected to reach 4.8 percent in 2021 thanks to strong
remittances and higher commodity prices. In the Caribbean, where the number of -COVID
cases has been relatively low, growth is expected to expand by 4.itpdtickeugh forecasts for

most tourisraAdependent economies have been revised downward since the start of 2021 with the
recovery in tourism still sluggiéh

As for the US economyit witnessed a growth of 6.5 percent for the second quarter of 2021 on
an anmial basis. This growth is due to huge government aid,canbinavirus vaccinations, and
spending on services related to travel and todfism

By reaching the Middle East and North Africa region, economic activity is expected to

grow by 2.4 percent for thecurrent year, as the region is expected to benefit from higher oil
prices, increased external demand, and a decrease in economic activity disruptions caused by
Covid-19. However, these expectations are uncertain and depend on the course of the pandemic
andaccess to vaccines and vaccinatfns

The growth in South Asia is expected to accelerate by 6.8 percent for the year 20dlie to

the recovery of private consumption, however, the recovery has done little to narrow the gap
with prepandemic trends; espatly in spending on infrastructure, rural development, health and

a strongethanexpected recovery in servicés

The decline in global demand for goods in general led to a decline in inflation rateand

when vaccines appeared and there were solutiorteetgpandemic problem to some extent,
consumption returned to the upside, and with it inflation rates rose again during the second
guarter of this year, as the global economy began to recover, especially in Major economies such
as the United States, ChinadaEurope. These inflation rates come after financial packages and
incentives injected by major governments to support companies and infrastructure with the aim
of promoting economic recovery, which led to an increase in consumption and global demand
for goods, especially energy demand.

In addition, the costs of global food imports are expected to rise 12 percent in 2021 to a
record level, due to the high cost of basic commodities and increased demand. The costs of
merchandise imports have also increasedyeneral, as of the last quarter of 2020, due to
confusion in supply chains, whether from raw materials markets or industrial countries towards
consumer markets

“" Global economic prospects. (June, 2021). The World Bémk://www.worldbank.org

*8The US economy grew 6.5% in the second quarter of 2021. (July, 2021). Anadolu BeEnéw ww.aa.com

49 Expectations of a rise in global demand for oil during the second quarter of 2021. (April, 2021). the seventh day.
https://www.youm?7.com

* Global economic prospects. (June, 2021). The World Béimk://www.worldbank.org

*Inflation. A renewed virus threatens the global economy. (June, 2021). Anadolu Agegpsy/www.aa.com
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Economic Developments in the Arab world

Looking at the economy of the Arab world, and with tontinuing challenges due to the Cevid

19 pandemic on various economic sectors in the region, there are signs that show momentum in
economic recovery despite a third wave of the Cd@dgandemic in the spring of this year.

The region witnessed a new veawf the pandemic in the second quarter of this year, but there
were indications that the region's economy is on the way to achieving significant levels of
recovery during this period. Saudi Arabia was the first economy to witness a strong rise in non
oil GDP, and the kingdom also witnessed a recovery in consumption across the region for this
period.

Some vulnerable sectors such as tourism and aviation have suffered severely under the closure
measures as this has resul tbéd GDPrbeing neduced byct or 0
almost half in 2020. Lebanon witnessed a drop in the number of visitors due to the travel ban to
almost zero which led to a contraction on this sector averaged approximately-tdttisuin

2020. Other countries such as SaAdabia, Qatar, Kuwait and Libya saw relatively smaller

levels of decline.

The real estate sector witnessed greater difficulties in the real estate trading process due to the
closure procedures that led to a decline in demand in light of the increasely isuthe Gulf
countries. However, Dubai continues to record a continuous recovery during this year, while
Qatar started to recover, as it witnessed a slight increase at the beginning of the second quarter of
2021. In Saudi Arabia also, the real estatéaevas one of the strongest developing sectors, and

in Kuwait the real estate sector recorded significant growth after the approval of Residential real
estate financing bill.

As Gulf countries continue to recover from the downturn caused by the pandeenregion

may face further challenges in the future due to the overarching OECD/G20 framework on base
erosion and profit shifting aimed at reforming global corporate tax policy. This may have
repercussions for the Gulf countries, which have the lowepbcate tax rates in the worfd

The nonoil sector in the UAE economy continued to grow for the second quarter of 2021, due to
the improvement in domestic demand, the increase in consumer confidence and the increase in
production. At the same time, inflah eased as companies lowered their selling prices, which

led to a renewed but slight decline in average production prices. The UAE economy also
witnessed strong expansions in production and new business as new orders improved in
particular with improvealomestic sales, while international orders declined due to CE9ID

some UAE export destinatiotis

Trade between the UAE and Bahrain witnessed a significant recovery, -ad bdateral trade
between the two countries increased by 75% on an annuslibale second quarter of 2021.
The value of trade between the UAE and Bahrain amounted to $672 million (2.47 billion

*2Middle East Economic Recovery Gains Moment@wCMiddle East Economic Bulletin Q2 2021. (July 2021). PwC Middle
East https://www.pwc.com/ml/en
*PMI: The UAE economy continues to recover in the second quarter of 2021. (June, 2021). Vision. https://www @inoeya.c
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dirhams) in the second quarter of this year, which represents about 40 percent of Bahrain's trade
is with the Gulf Cooperation Councibuantries. Noting that exports to the UAE included iron

ore, aluminum products, cheese and biscuits made in huge factories that cost millions of dollars
in Bahrain. Bahrain has emerged in the region strongly in the field of manufacturing FMCG,
with internatonal FMCG companies choosing Bahrain as a regional manufacturing base and
distribution center.

Trade with Saudi Arabia ranked first, as the total value of exports and imports between Bahrain
and Saudi Arabia amounted to about $781 million in the secoadeguand trade between
Bahrain and Oman amounted to $141 million, followed by trade with Kuwait, which reached $99
million in the second quarter of 2021. The data showed that trade between the Gulf Cooperation
Council countries and Bahrain totaled $18iion in the second quarter of 2021, an increase of

38 percent compared to the same quarter last year. The value of Bahrain's exports internationally
rose by more than 70 percent on an annual basis, to reach $1.12 billion at the end of the second
quarter and import valuetell by about 8 percent to just over $1 billtén

The Kuwaiti economy is expected to recover for the second quarter of this year due to the rise in
consumer spending, commercial activity has begun to improve slowly, personal cseghired
increasing momentum, and the pace of project activities has gradually improved. While inflation
rates also rose on the back of the increase in food prices and continued restrictions on supply
chains, in the meantime, the stock market continuegaitss supported by the improvement in
sentiment towards the growth of the regional and international economy, in light of the easing of
movement restrictions and the expansion of vaccination progtams

The Omani economy again entered the grip of deflatidche second quarter of 2021 due to the

slow implementation of government reform promises, in addition to the repercussions of the
decline in oil and its low production and the restrictions of the economic closure caused by the
pandemic. The oil industrgontributes about 44 percent of the GDP, while the Sultanate aims to
reduce it to 22 percent by investing $106 billion over the next five years. The downturn in the
Omani economy confirms that the Sultanate has entered into an economic crisis that may be
prolonged after it bet on diversifying its sources of income. The fall in crude prices caused
severe pressure on the country's public finances, and therefore entered the year 2021 bearing old
burdens that exacerbated the pain of the ecoffomy

Turning to tke countries of the Maghreb, the Moroccan economy is expected to contract by 13.8
percent for the second quarter of 2021, as a result of the general isolation measures imposed to
contain the Covidl9 pandemit.

The events currently taking place in Tunisflected a difficult economic situation exacerbated
by the Covid19 crisis and the failure of the health system there to deal with it. Tunisia suffers

%4 75% increase in trade between the UAE and Bahrain in the second quarter. (July, 2021). Stétepsetitvww.albayan.ae
*° «AkWatani»: The recovery of the Kuwaiti economy continues during the second quart@df @une, 2021). the news.
https://www.alanba.com

*The Omani economy contraction portends a long recession. (June, 2021). Atabg/alarab.co.uk

*"Morocco's economy willlgink 13.8% in the second quarter. (July, 2021). REUTERS/www.reuters.com
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greatly from successive economic crises, which ended in a major failure of the health system and
the deteioration of the medical situation with the spread of the Corona virus during the current
period. The unemployment rate in Tunisia has also increased and inflation has slowed due to the
contraction in domestic demand and the drop in international fuelsprlanisia was hit hard by

the collapse of the tourism sector in the world, due to its dependence on it as a source of hard
currency. Tunisia entered into a major crisis due to the Corona epidemic, and the external debt
reached the symbolic limit of 100lln dinars (about 30 billion euros), i.e. 100% of GBAP

The Algerian economy was subjected to a violent shock due to the-C&\ypdndemic and the
collapse of oil prices, which resulted in a historic deficit in the 2021 budget, which amounted to
$22 bllion; this prompted the Algerian authorities to cut government spending by almost half
and freeze projects in several sectors. About half a million jobs have also been lost since the start
of the pandemic. The effects of the crisis extended to all kihdsrnsumer prices, and the local
Algerian currency (the dinar) was not spared the consequences of the crisis, as it reached record
levels of collapse against the dollar and the Euro

The Egyptian economy achieved a growth of 2 percent during the secamerai 2021, with a
decrease in the unemployment rate to 7.2 percent, which means that there is a quality in the
distribution of investments and in the policies taken, which led to achieving positive growth rates
while providing employment opportunitieSectors such as health, education, communications
and information technology, agriculture, construction, and the wholesale and retail trade sector
have also achieved an increase in their growth rates.

Turning to the tourism sector, it has begun to rec@as a result of the encouragement of
domestic tourism. Also, in light of the current crisis, the Egyptian government focused on
achieving a balance between preserving the health of citizens and turning the wheel of economic
activity, which had clear andogd repercussions on growth and employment rates. It is worth
noting that there is stability in the general level of prices, with a decrease in inflation rates to 4.9
percent on an annual basis, and that there is a strategic stock of goods and a casthatser
covers about 8 months of imports.

As for the most prominent Egyptian sectors that managed to achieve good positive growth rates
during the second quarter of this year, it is the communications and information technology
sector, as the volume ofiewst ment s t hat the state has inject
weight greater than before, and its weight currently reaches 3.5 percent of the growth volume.
This sector is growing by 17 percent as a result of the trend towards digitizatiorviceser

education and various busines8es

Indicators for the second quarter of this year indicate the deterioration of the economic situation
in Lebanon, as the Lebanese currency has lost more than 90 percent of its value since 2020,
dropping from an impaant level and recording a new low price against the dollar at 17.8

*8 Record debt and deficit.. Tunisia’s economy is in a difficult situation due to Corona and politics. (July, 2021).
Masrawy.https://www.masrawy.com
59Algeria... Heavy economic files await the new government (report). (July, 2021). Anadolu Adgescywww.aa.com

©The Egyptian economy grew 2% during the second quarter. (March 2021). Atgisic/www.alarabiya.net
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thousand pounds per dollar in the parallel market, compared to 1510 in the official market. . The
agricultural sector and food security in Lebanon also entered the two cycles of the ieconom
crisis caused by the collapse of the local currency against the dollar, and restrictions by some
countries on their agricultural imports from the Lebanese nfarket

The indicators of the Jordanian economy showed an improvement in performance during the
second quarter of 2021, and the Kingdom came out of the cycle of economic downturn, so it can
be said that the economy improved compared to last year. The tendency to open sectors since the
beginning of the yednelped to move the economic wheel, increase growth, and the contribution

of these sectors to the growth of the GDP

¢ ebanon.. Food insecurity exacerbates with the collapse of the lira (interview). (July, 2021). Anadolu Agency.
https://www.aa.com

2The Jordanian economy is tire path of recovery. (July, 2021). Statemdritps://www.albayan.ae
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Palestinian Economic velopment§®

GDP at constant prices grew by about 1.9 percent to reach USD 3.6 billion during the first
quarter 202 compared to the previous quatfeas a result of the start of the return of economic

life to normal, as GDP grew in both the West Bank and the Gaza Strip. It should be noted that
the growth rate during the first two months of 2824as higher in the We®ank than the Gaza

Strip due to the different living and economic conditions between the two regions. However, the
growth rate declined in the West Bank, while there was an improvement in Gaza Strip in the
third month because of the total closure in WB light of the health sector reaching its
absorptive capacity after the outbreak of the third wave of Ct#id

Given the performance of economic activities for the same period mentioned above, service
activities, construction, as well as transportatiod atorage grew by 7.0 percent, followed by
wholesale and retail activity by 3.0 percent, then financial and insurance activities by 2.0 percent,
while agriculture and industry activities declined. In terms of aggregate demand, the final
consumption spendinin both the household and government sectors increased by approximately
USD 58.2 million, followed by investment level of about USD 24.7 million. Other than net
exports which declinedthe trade deficit increasetly about USD 72.4 million, as a resaftthe

clear decline in exports by about USD 78.4 million compared to USD 6.0 million in imports.

Comparing the first quarter of 2021 with the corresponding quarter of the previous year, GDP
declined by nearly 5.9 percent as a result of the third watteeo€ovid19 pandemic, resulting

in a return to a total closure at the beginning of March 2021, which lasted for 14 days, which
reflected on the economic cycle while the closure in the corresponding quarter came at the end of
the same month, where theults did not appear effectively at the time.

It is expected that the growth rate in the
Palestinian economy duringthe second
quarter of 2021 compared to the 4500
corresponding quarter of the previous yefar, 4,000 3,608 3,780

A-: Economic performance for different
scenarios2021

will reach 10.4 perceénaccording to the gggg > 2222
pessimisit scenario in light of the effects o ;509

the recentattack on the Gaza Stripand the 1st|2nd 3rd | 4th| 1st|2nd 3rd | 4th| 1st|2nd|3rd| 4th
continued decline in external grants to tl eleieleieielelieieieiele
treasury, as well as the fear of the spread of At At Act]  Pro
new strain of the virus and a return to closur: 2019 2020 2021
while it is expected that éhgrowth rate will pestimistic scenario optimistic scenario

reach approximately 16.0 percent for the sa baseline scenario
period mentioned previously according to tl
baselinescenario(Statistical Appendix, Table
2),s0 theeconomic growtlwill contract by 5.6 percent.

PMAforecasts.

®3The economic data mentioned here do not reflect the actual period of the report and are represented by national accounts
data, balance of paymés, and labor forceThe report here covers the second quarter, but the data mentioned earlier actually
cover the first quarteand the second quarter figures are estimations

o4 Quarterly national account report, first quarter 2021, PCBS.

% Business Cycladicator, different monthsPMA



The number of workers decreased during firg quarter of 2021 by nearly 1,000 workers
compared to the previous quaffedue to a slight increase in persons who are absent due to the
pandemic after return to closures during the first quarter of 2021, particularly March. It should be
noted thatthe participation rate in the labor force for the same period increased by nearly 2.1
percentage points as the percentage increased in the Gaza Strip, while remaining the same level
in the West Bank (see Figure B). This explains the rise in the unemplbyaienwhere the
increase in the number of participants in the labor force has far exceeded the change in the
number of workers, which means e~

increase in the number of unemployed | B- labor force indicator( %gccord region

nearly 383,000 during the first quarter «
2021. It should be noted ththere is still a
clear disparity between the West Bank a
the Gaza Strip because of the differe
living conditions between the two areas al
the continuation of the blockade of the Ga
Strip, with the unemployment rate for th
two areas reaching 17.4nd 47.9 percent ‘
respectively. ‘

Commodity prices increased during tt = unemp ® LPF

second quarter of 2021 by about 1.1 percc..

compared to the previous quarter; due to the rise in prices in Jerusalem, the West Bank and the
Gaza Strip (figure C). Regarding the reasarstlie rise as mentioned earlier; It is attributed to

the increase in the prices of food and +adcoholic beverages by about 3.3 percent during the
second quarter compared to the previous quarter, and the prices of recreational and cultural
activities, byabout 1.9 percent, then the prices of housing, water and electricity, as well as
furniture and household equipment, by about 1.0 percent and 0.9 percent respectively, while the
prices of other commodities rose with a range between®.Q.6 percent. ltwas the lowest for
alcoholic beverages at about 0.lpercent.
and the highest for insurance services
about 0.6 percent, and then 0.2 percent
health services, and 0.5 percent for eact
restaurants as well as clothes, while t
prices of education andommunications
services decreased by about 0.1 percent

G Inflation ( %&ccord region

\
/
|
|
>
\

; . ) 1st | 2nd| 3rd | 4th | 1st | 2nd| 3rd | 4th | 1st | 2nd
both,  while transportation price: Q Q/Q Q/Q Q Q|Q|Q|Q
maintained their level. 2019 2020 2021

Pal|0.00/1.54/0.33 -0.3|-0.3| -0.9/ -0.5/1.20/ -0.3/1.10
In the second quarter of 2021 compared WB]0.15/0.80| -0.4/ -0.7/0.50 -0.5| -1.0/2.00| -1.6/0.80
the same quarter in the previous ye: GS|0.27/1.53/0.35 -0.3| -0.4| -1.2| -0.3/1.10/0.10/1.20

prices also witnessed an increase of ab
1.6 percentjn the light of the global economic recovery after the lifting of restrictions and the

% abor force survey, first quarter 2021, PCBS.



return of international trade in conjunction with the availability of vaccines and vaccination
against the virus during the second quarter 2021. As global demand éacedtes the state of
closure that most countries of the world experienced during the corresponding quarter 2020, this
affected the prices of basic commodities, which began to increase, as well as the cost of imports
which increased prices of commoditiestine local market.

The current deficit in the balance of payments witnessed an increase of about 46.1 percent during
the first quarter of 2021 compared to the previous quarter, as a result of the clear increase in the
trade deficit, especially the goodeficit, but the increase in the current deficit decreased by
around 22.6 percent compared to the corresponding quarter of the previous year. On the other
hand, the net income balance witnessed an increase of about 1.0 percent during the first quarter
compared to the previous reaching USD 750 million, as the reason for this was mainly the
surplus in compensation for workers from Israel, in addition to investment income from abroad.
Regarding net current transfers, these experienced a decrease of abol& w#livd from the
previous quarter, due to the decline in transfers coming from abroad to the government. It should
be noted that the capital and financial account achieved a surplus of USD 62 million for the same
period mentioned above (Statistical Apgen Table 3).

Total credit facilities increased by about USD 200.1 million during the second quarter of 2021
compared to the previous quarter of the same year to reach about USD 10.4 billion, but this value
increased to nearly USD 700 million comparedhi® corresponding quarter of the previous year.
This was due to in both cases to the increase in credit facilities granted to the public sector more
than to the private sector, as the government resorted to borrow from local banks to cover its
expenses itight of the lack of external funding sources, especially the Arab states, as well as the
increase in health expenditures to confront the Corona pandenaiddition to settling the Gaza
employees matters and outstanding financial claims for employeethangtrivate sector. It
should be noted that the credit facilities for the public sector increased by approximately USD
185.9 million compared to USD 14.2 million for the private sector during the current quarter
compared to the previous quarter, and bgual)SD 585.2 million and 113.1 million compared

to the corresponding quarter in 2020, thus, the facilities granted to the public sector accounted
for 22.5 percent of the total facilities during the second quarter of 2021 compared to 18.1 percent
in the seond quarter of 2020.

Regarding the total deposits, these increased by about 3.6 percent to reach USD 15.7 billion
during the second quarter of 2021 compared to the previous period, due to the increase in the
portion of private sector deposits and the dase it for the public sector, and overall increased

by nearly USD 563 million. Thus, private sector deposits constitute 96.9 percent of the total
deposits, compared to 3. 1 percent for the public sector.

On the other hand, the value of returned checksedsed by USD 62.8 million for the same
period which was less than what was reported in the corresponding quarter of 2020 by about
USD 346.7 million. This was due to the gradual recovery of economic life and the regular receipt
of clearance revenues. Whicesulted in the ability to pay checks.



Fiscal Developments from January to June 2021

Public finances during the first half of 2021 withessed an improvement compared to the
same period of 2020 The overall fiscal deficit decreased by about a percemamg of GDP

during the first half o2 0 Zdmpared to the same period in the previous year, and reached about
2.9 percent of GDP (Statistical Annex, Table l1la). The improvement in the public finance
situation was driven by the improvement in householdsdiconditions and economic activity
during the first half of the year, especially after the first quarter. This was a result of the easing of
restrictions on commercial movement and mobility, and employees returning to work on a
regular basis after a lg¢ number of individuals received the Coli@ vaccine compared to the
previous year. Furthermore, the continuation of receiving clearance transfers in 2021 compared
to the interruption of about a month of clearance transfers last year contributed to the
improvement in public finances during the first half of 2021.

Total net revenues witnessed a remarkable increase of about 3.1 percentage points of GDP
compared to the first half of 2020, where the contribution of revenues to GDP reached about 12.8
percentwhich was driven by an improvement in the items of domestic tax, fees and clearance
revenues. This was offset by a~

increase in public expenditure D- Public Finance Position During the First Half
by about 2.2 percentage points of 2021,2020

GDP, to reach about 15.7 perce - NIS million

of C_;DP, wh_lch was the result 0 22020 m2021

an incrase in wages and salarie

bill, social contributions, use o 8,336

goods and services and n 6,795 7,059

lending compared to the sam 5,108

period of the previous year. A

for financing, the first half of I 084

2021 witnessed a noticeabl mm 2
decrease in the level of extern: Total net revenue Total expenditure External financing

financing ad by about 1.4 points
of GDP compared to the same period in 2020, with the decrease more noticeable in budget
support than in development support.

Revenues

Total net revenues witnessed a remarkable improvement in all items during the first half of 2021
compared to the same period in the previous year, achieving 50 percent of what was expected in
the 2021 budget, due to several reasons, the most important of which are; Easing restrictions and
closing periods compared to 2020 which witnessed an intensficafi the Covidl9 health

crisis, which was reflected positively in commercial activity, private sector profits, the standard

" Revenue ipresened on a cash basis and expenditures are on a commitment basis, exceit is
mentioned.



of living and levels of employment. This was in addition to the regularity of transferring
clearance revenues during the firslf lndi the year compared to the start of the clearance crisis in
May 2020, which resulted in the noeceipt of the clearance transfers. Moreover, tax refunds
decreased in the first half of 2021. The rise in the level of net revenues reached about NIS 1.7
billion during the first half of the year, achieving a growth rate of about 33 percent compared to
the same period the previous year.

Domestic tax revenues recorded an increase of 21 percent during the same period mentioned
above, achieving 55 percent ohat was expected in the 2021 budget, as this rise was supported
by the rise in domestic customs b’

about NIS 156 million related tc E Domestic Tax Revenues

easing restrictions on foreign trad - NIS milliory 500
. 1
movement and canceling the law 1 1487 1,574 1418 1335 '

H H H 82~ 1UO /59—
stop importing cars that WaS.ISSUGd e 318 e g R
June 2020. Aded to that, an increas:

_ 524 639 571 525 578

in revenues from the valsdded

tax, which increased by about 1 itz el 459 396 423

percent compared to the first half ¢ 2017 2018 2019 2020 2021

the previous year, Whlch is attrlbut.e Income Tax Value Added Tax

to a period of economic stagnatio Customs Excises on Beverages
Excises on Tobacco mmmm Property Tax

and stopping coordination with th
Israeli side at tb beginning of May
2020. Also, the corporate and individuals income tax revenue increased by 7 percent, due to the
improvement in the work of the private sector and the employment situation, and income tax
achieved about 66 percent of what is expectethien2021 budget. Furthermore, excise revenue

on tobacco increased by about 31 percent during the first half of 2021 compared to the first half
of 2020, due to the continuation of movement restrictions &akama Crossing, and unusual

exit procedures thawere imposed, which led to a reduction in operations smuggling. On the
other hand, the revenue from property tax and excise taxes on beverages remained at
approximately the same level during the first half of the years 2021 and 2020.

= Domestic Tax Revenues

As for the Earmarkedollections, they witnessed an increase of about NIS 29 million during the

first half of 2021 compared to the same period the previous year, mainly due to the increase in
revenues from transportation fees. These were greatly affected the previous igtarahthe

heal t h c¥Fli9i sanfdCowiitcdh t he comprehensive cl osur
between governorates. These again this year with the easing of restrictions by about NIS 23
million, in addition to an increase in the property taxt less sharply than the transportation

fees, which rose by about NIS 7 million.

Non-tax revenues from fees improved during the first half of 2021 compared to the same period
in the previous year, and witnessed an increase of 26 percent, while achieyidg pelcent of

what is expected in the 2021 budget. During the first half year 2020, the fees collected were
significantly affected either due to closures and business disruption or exemptions made by the
government towards some services, such as exegngtivers of public vehicles from fees, so



with the start of easing restrictions and the return of life to relative norfialiigme fees
increased significantly during the first half of the year. The fees of civil registration, health fees,
health insurace, transportation fees, land registration fees, and Supreme Court fees, in addition
to licenses, increased significantly during the first half of 2021, while communications and other
fees, which include health equalization fees and investment returmsdedca noticeable
decrease. The investment profits were about NIS 42 million during the first half of 2020, while
they recorded only NIS 1.3 million during the first half of 20@&tatistical Annex, Table 2)

Clearance revenues experienced an increagbaft NIS 1.2 billion during the first half of 2021
compared to the same period in the previous year, achieving 49 percent of what is expected in
the 2021 budget. As a result of two main reasons, beginning with stopping coordination with the
Israeli sidein 2020 against the background of the illegal annexation of lands from the West Bank
which led to a decrease the comparison base. Along with an increase in the transfer of revenues
during the month of May 2021, related to commercial operations in Martheraswas a change

in the behavior of merchants towards increasing the purchase of tobacco after anticipating a
change in the cover of Cigarette packs to contain warnings and images to influence consumer
behavior.

To compare the clearance revenue ondbemitment basis, the customs and the Petroleum
excise revenues witnessed a noticeable increase, while theadaled tax revenue remained at
about the same level; Customs revenues witnessed an increase of about NIS 704 million, as a
result of the factorsmentioned previously, while the fuel tax witnessed an increase of about NIS

78 million, due to the return of relatively normal life during the first half of 2021 compared to
almost complete closures in th-

first half of 2020, which affectec F Clearance Revenue During the First Half of
the fuel consmption and the fuel the Year

prices, which have returned t - NIS million

rise after the decline in the 4,429 3978 4,284 2049 4,710
previous year. As for the value —_—

added tax revenue, it ha
maintained almost its level ol
the previous year at the samn

period. Revenue from income ta 2017 2018 2019 2020 2021
on workers employed orthe
Israeli side decreased by abo Customs Value Added Tax Purchase Tax

Petroleum Excise Income Tax mmmm Other
e C|learance Revenue

NIS 19 million, due to it being
transferred once during the firs.
half of 2021 compared to two transfers in the first half of 2020.

% Restrictions were not eased or fully recovered during fiist half of 2021, as it witessed a tweweek
completely closurgand closures of some governorates according to the health situatitimeirmrea.ln addition,
the continuation of studying and working some sectordrom distance, some sectors like tosm have not
recovered so fg which affects revenues.



Finally, tax refunds on a cash basis witnessed a decrease during the first half dfy2dibut

NIS 47 million, as a result of a decrease in refunds on fuel items by about NIS 41 million, and on
the value added tax and customs by NIS 6 million. While on a commitment basis, tax refunds on
the value added tax and customs increased by ad@ui N million, and the accumulation of
arrears during the first half of 2021 on the tax refunds reached about NIS 190 million, which are
related to the item of value added and customs, while no arrears have been accumulated on fuel
returns.

Expenses

Total expenditures witnessed a remarkable increase in the first half of 2021 compared to the first
half of 2020 and the increase was recorded in the item of the current expenditures, while
development expenditures recorded -

decline during the same period. rént G- Total Expenditures During the First Half
expenditures increased by 19 percent of the Year
reach about NIS 8.0 billion compare - NIS million

to NIS 6.7 billion last year during the

_ ) 2021 = 2020
same period, and the increase w
recorded on all spending items exce _ 316
for capital expenditures. However, tot; D¢veloPment Bxpendiures B 555
fﬁegglzr]f breg(:htes (¥]|:|-2.6 percent of Earmarked payments f;(?
e udget target.
) 626
. . Net lending
The wages and salaries bill increas 395
by about half a billionNIS due to the Interest gg
abolition of the previous compulsor _ . 15
retirement of public employees in Gaz Minor capital 53
began since March 2021, and the rett Transfers 1,804

1,759
1,083

of hiring and the disursement of

bonuses after the end of the crisis, th  Use of goods and service§ 640
the salary and wage bill achieved tt _ o 365

objective of the budget for this perio Social contributions B 537

recorded 51.3 percent of the budg

target?. The rise in the wages al

salaries bill was accompanied by an
increase in soai contributions by about 10 percent, achieving 53.0 percent of the budget target.

3,816

Wi lari
ages and salaries 3317

The first half of the year also witnessed an increase in spending on the item of use of goods and
services, due to the decrease in spending on this item in the first BAR@tlue to the irregular
working hours of employees, in addition to the austerity policy pursued by the government in
2020, which led to a reduction in the comparison base. Transfer expenditures increased by about
3 percent and reached only 37.7 peradnihe budget target on this item. Increases in transfer



expenditures came from the social security item (civilian and military pensions), in addition to
transfers to NGOs, civil society, universities and other transfers.

Capital expenditures decreaseddhout 34 percent and reached only 7.3 percent of the budget
target on this item during the first half of the year. While expenditures on interest related to
servicing the public debt rose by about 13 percent and the entire rise was on domestic interest,
while external interest was maintained at the same level, however it reached only 25.5 percent of
the budget target. Net lending increased significantly by about NIS 230 million during the first
half of the year compared to the same period in the previaus iye by 58 percent, exceeding

the budget target for this period, and reaching 78.2 percent of the budget target, due to the
increase in net lending to local authorities on the water, electricity and sewage bills, in addition
to the increase in lendintp the Gaza Electricity Distribution Company, and the National

El ectricity Distribution Companyds | enhéi ng,
clearance sessidnabout NIS 15.5 million. As for the earmarked payments, they are equivalent
to the earmarked revenues, as they rose on transportation fees by about NIS 23 million, and on
the property tax by about NIS 7 million.

With the remarkable improvement in revenues and despite the increase in current spending, the
current deficit witnessed a cease of about NIS 402 million during the first half of 2021
compared to the first half of 2020, achieving only 34.1 percent of the budget target for 2021.
Added to this, a decrease in the development expenditures by 3 percent from the first half of
2020 due to the decrease in the development support, which in turn led to a decrease in the
overall deficit by about NIS 410 million, achieving 25.8 percent of the budget target for 2021.

Finance

The financing need decreased during the first half of 2021 cedpgarthe same period in the
previous year due to the decrease in the overall deficit levels. External financing constituted only
16 percent of the total financing, while domestic financing constituted the largest proportion of
84 percent.

External finaring decreased significantly during the first half of 2021, as the decrease included
the budget support and developme-*

support together. The governmel H- Source of Finance During the First Half of
did not receive any of the budge the Year

support grants during the first five - NIS million

months of 2021, where the onl

2,491m 2020 m 2021
budget support grant was from th 2’371I

World Bank in June 2021 ant 701

reached NIS 98 million, compared t 148193 %
NIS 791 million in the first half of [ . -
the previous year. This came due (579 (486) (49921 039

changes in the political vision o _ :
. G&S & Dev Expenditure Net Domestic Development  External
some countries towards th Arrear Arrears (Net Bank Financing Financing Budgetary

Palestinian cause, andhers related ~ Payments Accumulation) Support



to the geopolitical tensions witnessed in the Arab countries and the negative consequences of
Covid-19, which have greatly affected their financial conditions. Development support decreased
by about NIS 45 million during the first half of 2DZompared to the same period the previous
year.

As for domestic finance, it concentrated in the accumulation of arrears, as the new accumulated
arrears until the end of the first half of 2021 amounted to about NIS 2.4 billion. Arrears
repayments were abbNIS 578 million, bringing the net arrears to NIS 1.8 billion, compared to

the net arrears for the same period the previous year with about NIS 2.0 billion.

Public debt®®

Public debt recorded at the end of the first half of 2021 an increase of aboutédst fleom the

end of the first half of 2020, and reached NIS 12.1 billion (USD 3.7 billion), and this is due to
the rise in the domestic public debt, which witnessed a rise of about 26 percent to reach NIS 7.8
billion (USD 2.4 billion), while the externalebt decreased by 4 percent to reach NIS 4.3 billion
(USD 1.3 billion).

% Thepercentags of change in public debt were calculated from the levels of public debt in shekels, as the rates
of change in dollars are different.



Statistical Appendix

Indicator 2021
1stQ 2ndQ 3rdQ 1stQ 2ndQ 3rdQ 1stQ 2nd Q
Real GDP in USD million (base year=2015) 3956 3877 3915 3,834 3,135 3,506 3,608 3635* OH N1 W p
Agriculture value added in USD million 265 254 270 276 242 237 234
Industry value added in USD million 508 511 512 473 410 460 460
Construction value added in USD million 218 225 225 183 114 134 154
services and other branchs value added in USD million 2371 2,303 2553 2310 1910 2,120 2,759
Final Consumption in USD million 4,307 4,262 4,317 4,158 3582.3 3852 4,023
Gross Capital Formation in USD million 1,036 1,053 1,054 934 658.1 780.1 864
Net exports in USD million -1,462 -1,458 -1,479 -1,306 -975 -1,130 -1,301
Exports 641 641 635 538 526.7 6525 649
Imports 2,103 2,099 2,114 1,844 1,501 1,782 1,950
GDP per Cpita in USD 853 830 833 804 837 810 738
Real Growth Rate (%) #REF! -2.0 1.0 -4.9 -18.2 11.8 2 00
Unemployment Rate (%) 27 26 25 25 26.6 28.5 28 62 0
Inflation rate (%) 0.0 15 0.3 -0.3 -0.9 -0.5 -0.3 11 Gz 0
Labor Force Participation Rate (%) 44 44 44 43 38.5 41.4 43 0:%
Total Credit Facilities in USD million 8,570 8,942 8948 9,250 9,652 9,894 10,151 10,351
Total Deposits in USD million 12,394 12,591 13,026 13,304 13,739 14,062 15,182 15,727

*PMA, quarter economidorecasts second quarter 2021.

[1] Source: PCBS: http//www.pcbs.gov.fad PMA:
http//www.pma.ps.
(2) Unemployment and LFP dafar 20182019 revised.




Table2: economic growth rate quarterly 2021
2020 estimated 2021 projections HAHM
baseline scenario optimistic scenario pessimistic scenario
HAHA
1stQ 35 6.2
2nd Q -19.5 16 20.6 10.4
3rd Q -10.8 4.9 9.7 -3
4th Q -12.2 5.2 111 -4.5
year -11.5 4.4 8.1 -1.3 year

Item 2021 2020

2019

1stQ 4th Q 3rdQ 2nd Q 1stQ 4th Q 3rdQ 2nd Q 1stQ
Trade balancé -1600.0 -1503.0 -1351.0 -1120.0 -1479.0 -1557.0 -1696.0 -13211 -1324.7
Net goods -1363.0 -1275.0 -1144.0 -946.0 -1237.0 -1315.0 -1420.0 -1090.6 -1093.8
Net servies -237.0 -228.0 -207.0 -174.0 -242.0 -242.0 -276.0 -230.5 -230.9
Income balance 750.0 741.0 697.0 424.0 685.0 685.0 770.0 559.5 579.5
Balance of external transfer 422.0 470.0 454.0 464.0 446.0 459.0 539.0 404.3 468.1
current account -428.0 -292.0 -200.0 -232.0 -349.0 -413.0 -387.0 -357.3 -277.1
net capital and financial account 444.0 383.0 22.0 206.0 556.0 444.0 325.0 227.9 151.2

M D QMY dem (Al (il Azilaa e o ) Glld oLl cililyd 7©
Al il sa )l a7



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

2017 2018 2019 2020 Jun-21
Budget Proj. 1/ Actual 2020
Total net revenuez/ 22.7 21.2 19.2 22.7 25.7 131 12.8 9.8
Net domestic revenue 7.3 7.4 6.3 7.4 8.0 4.3 4.3 3.4
Gross domestic revenue 7.6 8.2 7.1 7.9 8.8 4.6 45 3.8
Domestic tax revenue 4.7 51 4.5 4.8 55 2.9 3.0 2.6
Earmarked collection® 0.5 0.5 0.5 0.6 0.6 0.4 0.4 0.4
Non-tax revenue 2.4 2.6 2.1 2.4 2.6 1.2 11 0.9
Tax refunds -0.3 -0.9 -0.8 -0.6 -0.7 -0.3 -0.2 -0.3
Fuel -0.2 -0.6 -0.7 -0.4 -0.4 -0.2 -0.2 -0.3
Other -0.1 -0.2 -0.1 -0.1 -0.3 -0.1 -0.1 -0.1
Clearance revenue/ 15.4 13.8 12.9 15.4 17.6 8.9 8.6 6.3
Total expenditure 29.8 27.6 29.3 333 36.4 17.6 15.7 13.5
Recurrent expenditure 275 25.4 27.3 31.4 31.8 15.7 15.1 12.8
Wages and salaries 13.1 11.0 119 13.2 14.1 7.0 7.2 6.3
Social contributions 1.3 1.0 1.2 1.3 1.3 0.6 0.7 0.6
Use of goods and services 4.3 3.8 3.8 4.3 4.8 1.9 2.0 1.2
Transfers 6.1 7.0 7.7 9.4 9.0 4.5 3.4 3.4
Minor capital 0.1 0.1 0.1 0.2 0.4 0.2 0.0 0.0
Interest 0.5 0.4 0.3 0.4 0.7 0.3 0.2 0.2
Domestic 0.5 0.4 0.3 0.3 0.0 0.0 0.2 0.1
External 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net lendings/ 1.7 1.7 1.9 2.2 15 0.7 12 0.8
Earmarked payment& 0.5 0.5 0.5 0.5 0.0 g 0.4 0.4 0.3
Property tax 0.2 0.2 0.3 0.2 0.0 0.0 0.2 0.2
Transportation fees 0.2 0.2 0.2 0.3 0.0 0.0 0.2 0.1
Recurrent balance -4.8 -4.1 -8.1 -8.7 -6.2 -2.6 -2.3 -3.1
Development expenditure 2.3 2.2 2.0 1.8 45 1.9 0.6 0.6
Overall balance -7.1 -6.4 -10.1 -10.5 -10.7 -4.5 -2.9 -3.7
Total financing 7.1 6.4 10.1 10.5 10.7 45 2.9 3.7
External financing 4.5 4.1 29 3.2 4.3 0.0 0.5 1.9
Budget support 3.4 3.1 29 2.3 2.7 0.0 0.2 1.5
Development financing 11 1.0 -0.1 0.9 1.6 0.0 0.3 0.4
External debt repayment 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
Domestic financing 2.6 2.2 7.3 7.4 0.0 0.0 2.4 1.8
Net domestic bank financing 0.5 1.0 4.7 3.6 0.0 0.0 -0.9 -2.0
Non-bank financing 2.1 1.2 2.6 3.8 0.0 0.0 3.4 3.8
Domestic arrears 21 1.2 2.6 3.8 0.0 0.0 34 3.8
Expenditure arrears 2.1 1.2 2.6 3.8 0.0 0.0 3.4 3.8
New arrears 4.7 3.4 5.1 6.8 3.3 0.0 4.5 4.8
Arrears repayment -2.6 -2.2 -2.5 -3.0 -3.3 0.0 -1.1 -0.9
Residual 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Errors and omissions/financing gap 0.0 0.0 0.0 -0.1 6.3 4.5 0.0 0.0
Memorandum items:
Nominal GDP (in millions of shekels) 58,111 58,484 60,995 52,261 52,908 52,908 52,908 52,261

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 speci
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.




Table 2. Palestine—Central Government Revenue 1/

(In millions of shekels; commitment basis)

Total net revenues 27
Net domestic revenue
Gross domestic revenue
Tax revenue
Income tax
Value added tax
Customs
Excises on beverages
Exdises on tobacco
Property tax 3/
Non-tax revenue
Domestic feesand charges
Stamps tax
Civil registration fees
Health fees
Health insurance
Transportation 3/
Agricultural services
Local gpvemment
Ministry of Economy
Shari'a Courts fees
Land registration
Ministry of housing
Touristfees
Telecommunication fees
Ministry of Education
High Court of Justice fees
Foreign Affairs
Licenses
Others
Training fees
Investment profits
Earmarked collections
Property tax
Transportation
Others
Tax refunds
Fuel
Other 3/
Clearance revenue
Customs
Value added tax
Purchase tax
Petroleum excise
Income tax
Other

Memaorandum items:

Clearance revenue adjustment
Arrears on tax refunds
Accrued revenues adjustment
Met revenue (cash basis)

2017

12,880
1,158
1419
2,751

750
1,011
737

154
13
1,404
1,304

97
203
133

15

137

76
20
38

326
299

10
265
131
134

261
-141
121

8722
3,354
2,288

2,904
180

244
70

13,194

2018

12,256
1,206
1817
2,997

843
1,198
698

235
13
1,545
1,530

1
110

12,408

2019

12,383
3711
4336
2,73

747
1,082
664

222
14
1,276
1,268

110
212
147

15
129
81
21
63
115

333

327
180
147

625
-185

8,672
3,686
2,147

2,628
235

133

11,713

2020

11,832
37m
2133
2524

643
1,052
517

291
15
1,274
1179

91
208
145

1

102

29
18
43

235
271

95

130
145

392
-216
-176
8,001
3,328
1,338
-15
2,364
76

Source: Palestinian Authority, Minstry of Finance and Planning.

1/The monthly projectionsare based on the annual budger and seasonal factors Galculated, for moS ageregaes, over the las 5 years correed for one-off special ransadions.
2/ Al revenueis the same on a commitment and on a cash basis except for dearance revenue and tax refunds.

3/ 90 percent of property tax and 50 percent of the transportation fee collections are due to locl government units
3/ Refunds on VAT collections and on customs fess and charges.

Jun-21
Budget Proj. 1/ Actual 2020 change asa%
13,579 6,813 6,789 5723 1,066 19
4,259 2,201 2,079 1,774 305 17
4,634 2,399 2,397 1,975 422 21
2,917 1,526 1,609 1,335 274 21
641 399 423 396 27 7
1,256 658 578 525 53 10
653 306 435 279 156 56
5 2 2 3 1} -13
348 145 155 121 38 31
1 12 12 12 1] -1
1392 659 568 450 118 26
567 409 158 39
0 0 o
23 2 21 1,140
35 41 14 34
12 91 29 32
82 60 22 7
3 3 1] 0
3 2 1 58
7 5 2 45
3 2 1 45
66 a3 a3 10
1] 1 -1 97
1 1 1] -35
3 16 -13 -78
a8 3 4 122
25 13 6 34
1 0 1] 76
102 1 101 717
65 128 -63 -49
1} 0 o 1,377
1 42 -40 a7
325 214 219 190 29 16
117 110 7 6
83 60 23 a8
15 20
-375 -158 -317 -201 -117 58
-233 -103 -100 -141 41 -29
-142 -35 =217 -60 -138 264
9320 4,573 4,710 3,949 761 19
4,155 1,975 2,516 1812 704 a9
2,284 1,168 567 966 2 0
-10 -6 -3 54
2,787 1,368 1,206 1129 78 7
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Table 3. Palestine—Central Government Expend iture by Functional Organization
(In thousands NIS: commitment base)
2017 2018 2019 2020 Jun-21
Budget Actual Actual as a % of budget

Central Administration 1,576,063 949,162 980,499 1,544,757 1,200,812 683,821 57%

Security and Public Order 4,423,095 3,450,129 3,870,696 3,810,318 3,930,115 1,867,371 48%

Financial Affairs 2,104,918 2,782,530 3,429,960 3,243,271 3,445,680 1,299,683 38%

Foreign Affairs 287,677 355,699 349,272 313,812 313,901 122,516 39%

Economic Development 434,006 456,730 434,928 402,308 554,403 147,356 27%

Social Services 5,991,269 6,476,969 6,864,779 6,237,623 6,914,081 3,199,596 46%

Cultural and Information Services 274,993 292,160 387,023 303,263 367,100 122,472 33%

Transport and Communication Services 94,083 94,447 106,492 94,954 158,204 48,543 31%

Total 15,186,105 14,857,826 16,423,647 15,950,306 16,884,296 7491,358 1%

Source: Palestinian Authority, Ministry of Finance and Planning.
Table 4. Palestine-—-Central Government Domestic Financing
(In millions of shekels)

2017 2018 2019 2020 Jun-21
Domestic bank debt (stock) 5,224 5,034 5,452 7,476 7,763
Loans 2,834 2,401 3,262 4,598 4,782
Short-term 492 505 2,079 1,891 879
Long-term 2,342 1,896 1,183 2,707 3,902
Overdrafts 1,478 1,687 1,091 1,631 1,730
Petroleum Authority 1/ 859 896 1,049 1,046 1,051
Other public institutions 2/ 52 51 51 201 201
Net domestic bank financing 3/ 307 569 2,851 1,895 -499
Loans and overdrafts -317 -190 418 2,024 288
Other domestic bank financing 4/ 624 759 2,434 -129 -787
Domestic non-bank financing 1,219 piele] 1,573 1,992 1,793
Expenditure arrears 1,219 700 1,573 1,992 1,793
MNew arrears 2,715 1,967 3,085 3,554 2,371
Repayment previous years' arrears -1,495 -1,267 -1,512 -1,562 -578
Total domestic financing 1,526 1,270 4,424 3,887 1,293

Source: Palestinian Authority. Ministry of Finance and Plamming.

1/ Bank loans to the Petroleumn Institute.

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 overdrafis.




Table 5. Palestine: Domestic Arrears
(in millions of NIS)

2017 2018 2019 2020 Jun-21
New arrears for the period:
Net revenue commitment basis 12,880 12,256 12,383 11,832 6,789
MNet revenue cash basis 13,194 12,408 11,713 11,887 6,795
New revenue arrears for the period -314 -152 670 -55 -6
Clearance revenue:
Clearance revenue commitment basis 8,722 8,050 8,672 8,091 4,710
Clearance revenue cash basis 8,966 8,092 7,869 8,042 4,526
Clearance revenue arrears: -244 -41 803 49 184
Tax refunds:
Tax refunds commitment basis 261 611 625 392 317
Tax refunds cash basis 192 501 492 288 127
Tax refunds arrears 70 110 133 104 190
Other revenue arrears o 0 o o] o]
Recurrent expenditure commitment basis 15,995 14,829 16,674 16,494 8,020
Recurrent expenditure cash basis 13,680 13,157 14,092 13,320 5,787
New recurrent expenditure arrears for the period 2,314 1,672 2,582 3,174 2,233
Development expenditure commitment basis 1,321 1,298 1,215 953 316
Development expenditure cash basis 921 1,003 712 572 178
New development expenditure arrears for the period 400 295 503 380 138
Total new expenditure arrears for the period 2,715 1,967 3,085 3,554 2,371
Stock of previous years' arrears beginning of the period 1/ 1,540 2,000 2,810 4,516 6,613
Private sector 1,328 1,542 1,419 2,106 2,441
Other 212 458 1,392 2,410 4172
Repayment previous years'arrears -1,495 -1,267 -1,512 -1,562 -578
Stock of previous years' arrears at the end of the period 44 733 1,298 2,954 6,035
New arrears current period:
Tax refund arrears 70 110 133 104 190
New expenditure arrears 2,715 1,967 3,085 3,554 2,371
Total new arrears current period 2,784 2,077 3,218 3,659 2,561

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.




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

2017 2018 2019 2020 Jun-21
Total external financing (net)(Stock) 2,597 2,412 1,746 1,672 245
Grants 2,597 2,412 1,746 1,672 245
Budget support 1,965 1,841 1,776 1,220 98
Arab donors 524 1,091 876 132 0
International donors 1,441 750 900 1088 98
Development financing 632 571 -31 452 148
Loans (Stock) 3,626 3,882 4,210 4,259 4,288
Budget support 3,626 3,882 4,210 4,259 4,288
Arab institutions 1,964 2,120 2,555 2,624 2,661
International and regional institutions 1,191 1,276 1,162 1,084 1,088
Bilateral loans 471 486 492 551 539
Development financing
Amortization
Memorandum item
Exchange rate (NIS/USD) avarege 3.61 3.59 3.58 3.43 3.28

Source: Palestinian Authority, Ministry of Finance and Planning.
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