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Preface

The Palestinian Central Bureau of Statistics publishes its annual report on ‘the Performance of
the Palestinian Economy’ to enable researchers, decision makers, and economic policymakers
to make well-informed decisions. The report provides an overview of economic indicators
which include measures of macroeconomic performance such as Gross Domestic Product
(GDP), investment, and the balance of payments to name a few.

The findings of this report attest that the Palestinian economy continued to witness limited
recovery considering the compound crisis it suffered in 2022 mainly embodied in, the aftermath
of the COVID 19 pandemic, years of declining international aid, and the sharp decrease in
international budgetary support. Moreover, the Israeli unilateral deductions from the clearance
revenues it collects on behalf of the Palestinian Authority has added a setback to the deepening
chronic fiscal crisis.

PCBS further hopes that the findings of this report will help the government in future
planning to achieve its economic policy objectives and improve the challenged economic
situation in Palestine.

May, 2023 Dr. Ola Awad
PCBS President
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Executive Summary

Palestine witnessed limited economic
recovery in 2022. According to preliminary
data collected by the Palestinian Central
Bureau of Statistics (PCBS) the Gross
Domestic Product (GDP) increased by 3.9%
in 2022, reflecting an increase of 3.6% in
the West Bank and 5.6% in Gaza Strip
respectively, thus reaching only USD
15,612 million compared to USD 15,829
million in 2019. The growth during the past
two years is relative, with the economy yet
to return to pre-2020 (pre-COVID 19
pandemic) state.

Interestingly, the GDP per capita value also
increased by 1.2% despite years of
declining international aid, the sharp
decrease in international budgetary support,
and the lIsraeli unilateral deductions from
the clearance revenues it collects on behalf
of the Palestinian Authority. Thus, adding
another setback to the deepening chronic
fiscal crisis; notably impacting the
government’s ability to meet its financial
commitments to which the rationalization
and austerity in government spending was
put into effect.

During 2022, labor market indicators show
that the labor force is growing in size as it
increased by 7.3% compared to the previous
year reaching 1,436 thousand individuals,
with  labor force participation rate
increasing to 45.4%. This trend was
accompanied with an increase of 10.4% in
the number of employed individuals. The
unemployment rate in Palestine also
witnessed a drop reaching 25.5% in 2022
compared to 27.6% in 2021.

During 2022, the nominal average daily
wage for wage employed individuals from
Palestine increased by 5.0% reaching NIS
134.7, and the real average daily wage
increased by 1.2% during the same period.
Moreover, the average value added per
employed individual in Palestine declined

by 6.7% in 2022 compared to 2021 reaching
USD 14.0 thousand.

The Palestinian Government’s current
deficit decreased by 74.8% during 2022
compared to 2021. It reached USD 256.2
million in 2022 compared to USD 1,015.7
million in 2021. This is primarily due to the
15.3% increase in the value of clearance
revenue which in turn led to a 14.0%
increase in the total net value of public
revenues, combined with a 3.2% decrease in
the value of the current expenditures and net
lending. Moreover, 2022 recorded an
increase in the value of gross domestic
revenues by 15.0% compared to 2021.

The Palestinian economy witnessed a sharp
upsurge of 61.1% in the current account
deficit value during 2022 compared to
2021, reaching USD 2,865.0 million. This
increase is attributed to a notable increase of
34.1% in the trade balance deficit value.
Despite of increasing in surplus value of
income by 10.2%, and the increase in
surplus value of net current transfers by
59.1% compared to 2021.

The value of Palestine’s portfolio
investments abroad increased by 15.2% at
the end of 2022, reaching USD 1,609
million. This directly led to the upsurge in
Palestine’s total stock of assets abroad;
thus, exceeding the value of total foreign
liabilities stocks. As a result, the net
international investment position (1IP)
value increased by 6.4% at the end of 2022
reaching USD 3,361 million.

By the end of 2022, Palestine’s total public
debt decreased by 7.9%, amounting to USD
3,542.7 million, after having reached USD
3,848.1 million at the end of 2021. The
percentage of total public debt to gross
domestic product (at current prices) was
18.5% in 2022, whereas reached 21.2% in
2021.
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The value of total customer deposits
recorded a slight decrease of 0.3% in 2022,
amounting to USD 16,468.2 million. The
value of deposits by individual residents
constituted 72.4% of the total value of
deposits. The banking sector data indicated
an increase of 2.8% in the value of total
credit facilities provided by the banking
sector in 2022, thus reaching USD 11,045.0
million.

The cost-of-living index (Consumer Price
Index (CPI)) in Palestine increased by
3.74%, reaching 105.90 in 2022 compared
to 102.08 in 2021 (base year 2018). This
increase is primarily attributed to the price
increase of some commodities, from major
groups with the highest relative weight,
such as; food, non-alcoholic beverages,
transportation, housing, as well as water,
electricity, gas and other fuel.

Note: The data for gross domestic product, labor
force, balance of payments excludes those parts of
Jerusalem  which  were annexed by Israeli
occupation in 1967.
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1.1 Gross Domestic Product at Constant Prices?!

Preliminary data indicates that in 2022, the Palestinian economy continued to witness a
recovery from the crises triggered by the COVID-19 pandemic that had an adverse impact on
the Palestinian economy as of early 2020. In addition, the GDP per capita recorded an increase
of 1.2%. Although GDP recorded an increase of 3.9%, it remained below pre-covid figures,
reflecting an increase of 3.6% in the West Bank compared to 5.6% in Gaza Strip. This increase
was recorded despite the declining international aid, the sharp decrease in international
budgetary support, and the Israeli unilateral deductions from the clearance revenues it collects
on behalf of the Palestinian Authority. Thus, adding another setback to the deepening chronic
fiscal crisis; which detrimentally impedes the government’s ability to meet its financial
commitments towards its employees and suppliers.

GDP reflected a significant difference in the West Bank compared to Gaza Strip, as GDP
contribution in the Gaza Strip reached to 17.4% in 2022. The Gaza Strip’s largest contribution
reached 37.6% in 1994 (See figure below).

GDP by Region, 2018- 2022 at Constant Prices: Base Year 2015
| —fi—Palestine === \Nest Bank Gaza Strip |
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-]
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o 2,818.9 2,830.2 2.473.3 2578.1 2,722.7
2018 2019 2020 2021 2022
Year

1.1.1 Final Consumption Expenditure

Final consumption expenditure has the lion’s share of GDP in the Palestinian economy,
reaching a GDP value of 122.2% in Palestine. It recorded an increase of 13.9% in 2022
compared to 2021, amounting to USD 19,083.1 million. On the other hand, household
expenditure is the largest contributor of gross final consumption expenditures representing
81.0%, which increased in 2022; as a result of an increase in the value of gross final
consumption expenditures.

1.1.2 Gross Capital Formation (Investment)

The value of the gross capital formation (investment) is considered the main GDP component
in the Palestinian economy, representing 26.9% of GDP in Palestine. It further increased by
11.3% in 2022 compared to 2021, amounting to USD 4,197.6 million. Noting that investment
in buildings represents 48.9% of gross investments.

1The data excludes those parts of Jerusalem which were annexed by Israeli occupation in 1967. The GDP data and its
components for 2022 are considered preliminary based on quarterly estimates and are subject to revision.
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1.1.3 Savings

The value of savings in Palestine decreased by 36.6% in 2022 compared to 2021, dipping to
USD 1,414.7 million. This decrease is attributed to the increase in the value of consumption
expenditure exceeding the value of gross national disposable income (GNDI). Noting that
savings is considered the residual component of GNDI after subtracting the value of final
consumption expenditure. Conversely, the value of savings decreased in the West Bank, while
it increased in the Gaza Strip. (See Table 1 below).

Table 1: Main Economic Indicators by Region, 2018- 2022 at Constant Prices
(Base Year 2015)

Value in USD million

Indicator 2018 2019 2020 2021 2022
Palestine
Gross Domestic Product 15,616.2 15,829.0 14,037.4 15,021.7 15,612.5
Final Consumption Expenditure 16,889.0 17,328.8 15,494.9 16,752.1 19,083.1
Gross Capital Formation 4,260.3 4,177.1 3,328.6 3,770.2 4,197.6
Net Exports of Goods and Services -5,678.1 -5,745.6 -4,853.2 -5,516.0 -7,466.2
Savings 2,719.6 2,631.9 1,678.3 2,230.3 1,414.7
GDP per capita (USD) 3,417.7 3,378.3 2,922.5 3,051.5 3,086.8
West Bank
Gross Domestic Product 12,797.3  12,998.8 11,564.1 12,443.6 12,889.8
Final Consumption Expenditure 13,538.0 13,893.8 12,332.0 13,406.7 15,258.1
Gross Capital Formation 3,843.9 3,753.5 3,075.2 3,511.9 3,905.7
Net Exports of Goods and Services -4,662.1 -4,693.7 -3,942.0 -4,540.9 -6,134.9
Savings 2,574.8 2,547.0 1,847.7 2,391.6 1,505.9
GDP per capita (USD) 4,854.4 4,822.5 4,197.1 44188 4,458.3
Gaza Strip
Gross Domestic Product 2,818.9 2,830.2 2,473.3 2,578.1 2,722.7
Final Consumption Expenditure 3,351.0 3,435.0 3,162.9 3,345.4 3,825.0
Gross Capital Formation 416.4 423.6 253.4 258.3 291.9
Net Exports of Goods and Services -1,016.0 -1,051.9 -911.2 -975.1 -1,331.3
Savings 144.8 84.9 -169.4 -161.3 -91.2
GDP per capita (USD) 1,458.3 1,422.2 1,207.6 1,223.9 1,256.8

The sum of Final Consumption Expenditure, Gross Capital Formation, and Net Exports of Goods and Services does not equal
the GDP value due to the exception of net errors and omission.

1.1.4 GDP Per Capita

In Palestine, the GDP value per capita increased in 2022 compared to 2021, reaching USD
3,086.8. This reflects an increase of 0.9% in the West Bank reaching USD 4,458.3, compared
to a 2.7% increase in the Gaza Strip reaching USD 1,256.8. Thus, further widening the gap
between the West Bank and Gaza Strip. Noting that the GDP per capita in the Gaza Strip
represented 28.2% of the GDP per capita in the West Bank in 2022; which plummeted from
96.5% in 1994 (See figure follow).
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GDP Per Capita by Region, 2018- 2022 at Constant Prices (Base Year 2015)
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In 2022, services and other branch activities ranked first in the Palestinian economy in terms of
value added; thus, the Palestinian economy is considered a service economy. In Palestine, this
activity recorded an increase of 1.3% compared to 2021, reflecting an increase of 0.7% in the
West Bank, and 3.1% in the Gaza Strip. In terms of GDP contribution, these activities
decreased to 36.9% in Palestine; whereas the West Bank contribution decreased to 33.2% while
the Gaza Strip decreased to 54.9% respectively.

Industrial activity is among the key economic productive activities in Palestine. It serves as the
backbone of economic development. It further supplies the goods needed for the production
processes, and contributes to Palestinian exports. To that end, in 2022 industrial activity
increased by 5.1% compared to 2021. It recorded an increase of 5.1% in the West Bank and an
increase of 5.4% in Gaza Strip. As for its contribution to GDP, it surged to 12.0%. whereas the
West Bank’s share was at 13.1% while it stabilized in the Gaza Strip at 7.2%.

On the other hand, agriculture is another key economic productive activity in Palestine that
contributes to the GDP. It is used for final food consumption, commodities, and raw materials
for various manufacturing industries. Agricultural activity is characterized by its dependence
on rain, and common traditional farming practices. The value added for this activity recorded
a decrease of 5.7% during 2022 compared to 2021. In the West Bank it recorded a 10.2%
decrease, while it recorded an increase of 6.6% in the Gaza Strip. Moreover, its contribution
to the GDP decreased to 6.0%. Notably, the different variations of value-added change
according to regions led to proportional contrast. Hence, the percentage of contribution to GDP
decreased in the West Bank reaching 5.0%, while it increased in Gaza Strip to 10.6%.
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Construction activities comprise an essential component of the gross fixed capital formation,
included in GDP formula calculations, as they represent a key element of the structure and
development of the Palestinian economy. Similar to other economic activities, construction
activities experienced significant fluctuations. To that end, the value added for construction
recorded a 1.0% decrease in 2022 compared to 2021; respectively a 3.2% decrease in the West
Bank and a 10.1% increase in the Gaza Strip. The contribution of construction activities to the
GDP decreased in Palestine to 4.5%. Notably, the different variations according to regions led
to proportional contrast. Hence, the West Bank recorded a decrease to 4.4%, while the Gaza
Strip recorded a 4.7% increase. (See Table 2).

Table 2: Value Added* of Main Economic Activities by Region 2018- 2022, at Constant

Value in USD Million

Prices (Base Year 2015)

Economic Activity 2018 2019 2020 2021 2022

Palestine
Agriculture 1,091.1 1,100.7 1,001.0 993.9 937.7
Industry 2,056.6 2,074.7 1,744.4 1,790.1 1,881.3
Construction 920.8 889.1 644.4 706.9 699.6
Wholesale and Retail Trade 3,346.1 3,371.4 2,644.6 2,692.2 2,777.3
Transportation and Storage 278.0 270.6 221.9 226.1 235.6
Information and Communications 497.0 489.7 484.2 515.6 480.1
Services and Other Branches 5,127.9 5,297.8 5,139.1 5,693.9 5,768.8

West Bank
Agriculture 756.3 764.7 696.3 724.1 650.2
Industry 1,790.9 1,838.1 1,568.1 1,605.2 1,686.4
Construction 752.8 717.6 530.1 590.2 571.1
Wholesale and Retail Trade 2,791.6 2,829.4 2,273.5 2,343.9 2,400.5
Transportation and Storage 237.8 228.9 186.9 190.3 195.4
Information and Communications 479.7 472.7 467.5 497.8 463.7
Services and Other Branches 3,845.0 3,970.0 3,827.3 4,244.0 4,274.1

Gaza Strip
Agriculture 334.8 336.0 304.7 269.8 287.5
Industry 265.7 236.6 176.3 184.9 194.9
Construction 168.0 171.5 114.3 116.7 128.5
Wholesale and Retail Trade 554.5 542.0 3711 348.3 376.8
Transportation and Storage 40.2 41.7 35.0 35.8 40.2
Information and Communications 17.3 17.0 16.7 17.8 16.4
Services and Other Branches 1,282.9 1,327.8 1,311.8 1,449.9 1,494.7

(*) The summation of the value added of economic activities does not equal the value of GDP due to exception adjustment

items.
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The economic structure differed in the West Bank than in the Gaza Strip during 2022. However,
services and other branch activities remained as the largest GDP contributors at 54.9% in the
Gaza Strip compared to 33.2% in the West Bank. While wholesale and retail trade activities
ranked second, contributing 18.6% to the GDP in the West Bank compared to 13.8% in Gaza
Strip (See figure below).

Percentage Contribution* of Economic Activities to GDP by Region, 2022 at Constant
Prices (Base Year 2015)
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(*) The summation of percentages does not equal 100 due to exceptions in adjustment items.
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1.2 Labor Market?

Labor stands out as the most important production factor in the Palestinian economy,
particularly in the face of limited natural resources and Israeli unilateral control over land,
water, and mobility of people, as well as the flow of goods and capital. Table (3) shows the

main labor market indicators for the years 2018- 2022.

Table 3: Labor Market Indicators for Individuals Aged 15 Years and above by Region

2018- 2022
Indicator 2018 2019 2020 2021 2022

Palestine
Labor force (thousand individual) 1,254.8 1,290.3 1,217.4 1,338.0 1,435.9
Employed individuals (thousand individual) 918.8 950.9 886.1 968.2 1,069.4
Labor force participation rate (%) 44.2 44.8 41.3 43.8 45.4
Unemployment rate (%) 26.8 26.3 27.2 27.6 255
Average Nominal Daily Wage (NIS) 118.8 122.2 125.3 128.3 134.7
Average Real Daily Wage (NIS)* 118.8 120.3 124.3 125.7 127.2
e vae puedpereploed ™ qg5 164 152 150 140

West Bank
Labor force (thousand individual) 807.8 813.8 793.1 848.4 908.8
Employed individuals (thousand individual) 664.5 689.6 659.6 708.2 781.3
Labor force participation rate (%) 47.2 47.4 45.4 46.9 48.4
Unemployment rate (%) 17.7 15.3 16.8 16.5 14.0
Average Nominal Daily Wage (NIS) 139.4 145.8 148.4 153.8 162.1
Average Real Daily Wage (NIS)* 139.4 143.2 147.1 150.3 152.7
e vae e prepoe ™ 194 102 12 s 1s4

Gaza Strip
Labor force (thousand individual) 447.0 476.5 424.3 489.6 527.1
Employed individuals (thousand individual) 254.3 261.3 226.5 260.0 288.1
Labor force participation rate (%) 39.6 40.9 35.3 39.4 41.0
Unemployment rate (%) 43.1 45.1 46.6 46.9 45.3
Average Nominal Daily Wage (NIS) 63.1 61.4 61.9 60.6 57.8
Average Real Daily Wage (NIS)* 63.1 61.2 62.0 60.5 55.9
Average Value Added Per Employed Individual** 105 10.2 10.3 93 8.9

(USD thousand/ employed Individual)

* The nominal daily wage is linked to CPI to monitor the purchasing power of employed individuals at constant prices (base

year 2018).

** Average value added per employed individual = value added / number of employed does not include the employees in Israel,

Israeli settlements and abroad.

1.2.1 Labor Force Size

The size of the Palestinian labor force increased by 7.3% in 2022 compared to 2021, reaching
1,435.9 thousand individuals. Labor force participation increased to 45.4% compared to 43.8%
in 2021. On the other hand, the labor force participation rate varied between the West Bank and
Gaza Strip during 2022, reaching 48.4% compared to 41.0% respectively. These figures

2 The data excludes those parts of Jerusalem annexed by Israeli Occupation in 1967.
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indicate an increase in both the West Bank and Gaza Strip due to a labor force boost during
2022 which was greater than the increase in man power.

1.2.2 Unemployment Rate

The size of the Palestinian labor force increased during 2022 by 7.3% compared to 2021. The
number of employed individuals reflected an increase of 10.4% reaching 1,069 thousand
individuals to which the unemployment rate decreased to 25.5%. In the West Bank, the size of
the labor force and the number of employed individuals increased by 7.1% and 10.3%
respectively, while the unemployment rate decreased to 14.0%. Moreover, in the Gaza Strip
the size of the labor force and the number of employed individuals increased by 7.7% and 10.8%
respectively, whereas the unemployment rate decreased to 45.3%.

Unemployment Rate by Region, 2018- 2022
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1.2.3 Number of Employed Individuals by Economic Activity

Economic activities witnessed a surge in the number of employed individuals in Palestine in
2022 compared to 2021. To that end, industry activities recorded the highest increase of 15.2%,
followed by information and communications at 13.9%, services and other® branch activities at
9.3%, and wholesale and retail trade activities at 9.0% increase.

The percentage change in the number of employed individuals in economic activities varied
between the West Bank and Gaza Strip in 2022 compared to 2021. In the West Bank, some
economic activities recorded an increase in the number of employed individuals whereas
information and communications activities recorded the highest increase, followed by services
and other branch activities, and industry activities at 14.6%, 14.3%, and 11.8% respectively.
Conversely, agricultural activities recorded a decrease of 7.5%, followed by a 1.7% decrease in
construction activities. In the Gaza Strip, the economic activities recorded an increase in the
number of employed individuals with construction activities recording the highest increase of
43.3%, followed by industry activities at 31.1%, and agriculture activities at a 25.0% increase.
(See Table 4).

% Including government employees
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Table 4: Number of Employed Individuals* by Economic Activity and Region

2018- 2022
Economic Activity 2018 2019 2020 2021 2022

Palestine
Agriculture 51,600 53,300 53,400 59,600 60,200
Industry 103,500 101,300 104,200 111,900 128,900
Construction 83,800 82,000 78,600 94,100 96,900
Wholesale and Retail Trade 164,400 174,300 154,900 172,900 188,500
Transportation and Storage 43,600 42,900 39,900 40,100 42,200
Information and Communications 10,300 9,500 11,900 12,200 13,900
Services and Other Branches** 344,800 362,000 338,100 347,900 380,100

West Bank
Agriculture 37,100 40,900 40,600 44,000 40,700
Industry 88,300 85,100 88,000 92,300 103,200
Construction 74,900 73,400 71,500 84,400 83,000
Wholesale and Retail Trade 115,400 122,900 114,300 125,100 133,700
Transportation and Storage 24,800 24,000 24,400 21,500 22,600
Information and Communications 7,400 6,000 9,000 8,200 9,400
Services and Other Branches** 200,300 212,000 207,300 204,000 233,100

Gaza Strip
Agriculture 14,500 12,400 12,800 15,600 19,500
Industry 15,200 16,200 16,200 19,600 25,700
Construction 8,900 8,600 7,100 9,700 13,900
Wholesale and Retail Trade 49,000 51,400 40,600 47,800 54,800
Transportation and Storage 18,800 18,900 15,500 18,600 19,600
Information and Communications 2,900 3,500 2,900 4,000 4,500
Services and Other Branches** 144,500 150,000 130,800 143,900 147,000

* The number of employed individuals does not include those employed in Israel, Israeli settlements and abroad.

** Including government employees

Despite the disparity in the percentage of the number of employed individuals in various
economic activities during 2022, the distribution percentages of employed individuals among
these activities remained similar to 2021. In Palestine employed individuals in 2022 were
largely concentrated in the services and other branch activities, collectively comprising 41.7%.
This is followed by employed individuals in wholesale and retail trade activities, marking
20.7%. The figures varied significantly between the West Bank and Gaza Strip. In Gaza Strip,
employed individuals in the services and other branch activities represented 51.6% compared
to 37.2% in the West Bank, whereas wholesale and retail trade activities reached 21.4% in the
West Bank compared to 19.2% in Gaza Strip. (See figure follow).
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Percentage Distribution of Employed Individuals* by Economic Activity and
Region, 2022
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* The data does not include persons employed in Israel, Israeli settlements and abroad.

1.2.4 Wages for Employed Individuals from Palestine

The average nominal and real daily wage for waged employed individuals in Palestine increased
during 2022 compared to 2021. The average nominal daily wage increased 5.0% reaching NIS
134.7 while the average real daily wage increased by 1.2% reaching NIS 127.2 in the same
period. The average nominal and real daily wage in the West Bank reached double the rate in
Gaza Strip. Indeed, in 2022 the average nominal daily wage in the West Bank stood at NIS
162.1 compared to NIS 57.8 in Gaza Strip. As for the average real daily wage, it reached NIS
152.7 in the West Bank and NIS 55.9 in Gaza Strip in the same year. (See figure below).

Average Nominal and Real Daily Wage in NIS for Employed Individuals* from Palestine
2018- 2022 (Base Year 2018)
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* Data includes employed individuals in Israel, Israeli settlements and abroad.
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1.2.5 Wages for Employed Individuals in Palestine

In Palestine, the ‘average real daily wage’ for wage employed individuals in the construction
activities increased in 2022 by 3.7% compared to 2021, reaching NIS 112.2. Marking it the
highest among all other economic activities. ‘Services and other branches’, and ‘information
and communications’ followed at NIS 102.2. Moreover, the ‘average real daily wage’ for wage
employed individuals in 2022 reflected a gap between the West Bank and the Gaza Strip. To
that end, the ‘average real daily wage’ in construction activities reached NIS 125.1 in the West
Bank compared to only NIS 37.6 in Gaza Strip. (See Table 5).

Table 5: Average Real Daily Wage* by Economic Activity and Region 2018- 2022

Value in Israeli Shekel

Economic Activity 2018 2019 2020 2021 2022
Palestine
Agriculture 52.1 57.9 59.2 54.8 53.2
Industry 80.9 815 90.2 88.4 87.7
Construction 105.4 106.7 107.8 108.2 112.2
Wholesale and Retail Trade 65.5 67.1 69.2 66.9 67.7
Transportation and Storage 39.2 41.5 36.7 31.2 44.2
Information and Communications 134.3 100.8 106.7 92.7 102.2
Services and Other Branches** 102.3 102.6 108.8 105.9 102.2
West Bank
Agriculture 83.5 93.6 105.0 89.5 92.3
Industry 90.4 93.5 102.9 101.7 104.1
Construction 113.7 115.0 115.7 115.6 125.1
Wholesale and Retail Trade 87.0 89.3 91.9 90.3 90.5
Transportation and Storage 99.4 103.8 94.2 80.2 93.9
Information and Communications 151.6 115.9 119.0 110.7 122.6
Services and Other Branches** 111.7 114.4 119.6 119.3 115.3
Gaza Strip
Agriculture 21.7 21.1 20.5 20.9 23.9
Industry 31.2 294 34.7 35.3 329
Construction 42.9 40.8 38.6 39.9 37.6
Wholesale and Retail Trade 28.1 285 27.8 26.2 24.8
Transportation and Storage 25.0 22.8 22.2 23.1 24.0
Information and Communications 85.1 73.6 74.9 64.1 57.8
Services and Other Branches** 86.3 835 89.3 84.9 78.5

* Number of employed individuals does not include employees in Israel, Israeli settlements, and abroad. The nominal daily
wage was linked to (CPI) to monitor the purchasing power of employees at constant prices (base year 2018).
** Including government employees

1.2.6 Average Value Added per Employed Individual

Average value added per employed individual is an important indicator to measure the
efficiency and effectiveness of work in achieving a specific level of production process outputs
and the extent of exploitation of the technological component in the production process. Many
factors affect the level of average value added per employed individual, including the quality
of the inputs of production, technology, education, and training, in addition to the work
environment as pertaining to laws and regulations in the labor market and other domains.
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Average value added per employed individual in Palestine declined by 6.7% during 2022,
compared to 2021, where it reached USD 14.0 thousand per employed individual. The average
value added per employed individual varied between the West Bank and Gaza Strip in 2022;
reflecting USD 16.4 thousand per employed individual in the West Bank, compared to USD
8.9 thousand in Gaza Strip. (See figure below).

Average Value Added per Employed* Individual in Palestine 2018- 2022
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* The data does not include employed individuals in Israel, Israeli settlements and abroad.

In terms of economic activity; information and communications activities marked the highest
average value added per employed individual which decreased by 18.3% reaching USD 34.5
thousand in 2022. Followed by agriculture activities in second place at USD 15.6 thousand.
The average value added per employed individual in information and communications activities
varied between the West Bank and Gaza Strip for, at USD 49.3 thousand compared to only
USD 3.6 thousand respectively. (See Table 6).
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Table 6: Average Value Added per Employed Individual* by Economic Activity and
Region 2018- 2022

Value in USD thousand

Economic Activity 2018 2019 2020 2021 2022
Palestine
Agriculture 21.1 20.7 18.7 16.7 15.6
Industry 19.9 20.5 16.7 16.0 14.6
Construction 11.0 10.8 8.2 7.5 7.2
Wholesale and Retail Trade 20.4 19.3 17.1 15.6 14.7
Transportation and Storage 6.4 6.3 5.6 5.6 5.6
Information and Communications 48.3 51.5 40.7 42.3 34.5
Services and Other Branches** 14.9 14.6 15.2 16.4 15.2
West Bank
Agriculture 20.4 18.7 17.2 16.5 16.0
Industry 20.3 21.6 17.8 17.4 16.3
Construction 10.1 9.8 7.4 7.0 6.9
Wholesale and Retail Trade 24.2 23.0 19.9 18.7 18.0
Transportation and Storage 9.6 9.5 7.7 8.9 8.6
Information and Communications 64.8 78.8 51.9 60.7 49.3
Services and Other Branches** 19.2 18.7 18.5 20.8 18.3
Gaza Strip
Agriculture 23.1 27.1 23.8 17.3 14.7
Industry 17.5 14.6 10.9 9.4 7.6
Construction 18.9 19.9 16.1 12.0 9.2
Wholesale and Retail Trade 11.3 10.5 9.1 7.3 6.9
Transportation and Storage 2.1 2.2 2.3 1.9 2.1
Information and Communications 6.0 4.9 5.8 4.5 3.6
Services and Other Branches** 8.9 8.9 10.0 10.1 10.2

* Average value added per employed individual = value added / number of employed individuals does not include the employed
individuals in Israel, Israeli settlements and abroad.
** Including government employees.
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1.3 Prices and Purchasing Power

The cost of living in Palestine, as per the Consumer Price Index (CPI), recorded an increase of
3.74% in 2022 compared to 2021, reaching 105.90 (Base year 2018, See figure below). This
increase is attributed to the score of main groups that have a high relative weight include the
food and non-alcoholic beverages group by 6.74%, transport by 3.05%, housing, water,
electricity, gas, and other fuels by 2.74%.

CPI Trends in Palestine, 2018- 2022 (Base Year 2018= 100)
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In 2022, CPI changes varied according to Palestinian regions; prices increased by 3.74% in the
West Bank*and by 3.16% in Gaza Strip. The CPI in Jerusalem (J1°) recorded an increase of
4.70%. Consumer price increases in the West Bank are triggered by price increases in high
relative weight groups such as food and non-alcoholic beverages group by 6.68%, transport by
2.94%, and the housing, water, electricity, gas, and other fuels group by 2.31%. On the other
hand, the CPI increase in Gaza Strip is primarily due to price increases in relatively high weight
groups such as food and non-alcoholic beverages group by 6.47% and the housing, water,
electricity, gas, and other fuel group by 1.39%. In Jerusalem (J1), CPI increase is primarily due
to the price increases in high relative weight groups such as food and non-alcoholic beverages
by 7.75%, housing, water, electricity, gas and other fuel groups by 6.20%, and the transport
group 5.98%.

The relative weight of main expenditure groups that make up the CPI varies in Palestine. As
Table (7) shows, the food and non-alcoholic beverages group has a higher relative weight in
the consumer basket in Palestine since it constitutes 28.15% of the total consumption. Followed
by transport constituting 14.26%, then personal care, social protection and miscellaneous goods
and services constituting 12.90%, then housing, water, electricity, gas, and other fuels
constituting 9.07%, then alcoholic beverages, and tobacco and narcotics constituting 5.31%,
while recreation, sports, culture, gardens and pet group occupy a lower share of the consumer
basket and barely impacts the CPI.

4 The data excludes those parts of Jerusalem annexed by Israeli occupation in 1967
5 The data includes those parts of Jerusalem annexed by Israeli occupation in 1967
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Table 7: Average Consumer Price Index Numbers for 2022 and Relative Weight by
Major Groups of Expenditure and Region (Base Year 2018=100)

Palestine West Bank* Gaza Strip Jerusalem (J1)**

Main groups of CPI Relative CPI Relative CPI Relative CPI Relative
Expenditure Weight*** Weight*** Weight*** Weight***

Food and Non- 108.49 28.15 108.65 27.79 106.08 32.98 113.56 21.95
Alcoholic

Beverages

Alcoholic 105.69 5.31 105.13 5.56 109.92 3.89 103.92 6.4
Beverages,

Tobacco and

Narcotics

Clothing and 96.77 4.89 96.71 4.83 97.49 5.18 95.75 4.74
Footwear

Housing, Water, 107.02 9.07 105.17 8.28 105.15 10.15 116.85 11.35
Electricity, Gas

and Other Fuels

Furnishings, 103.33 4.44 105.42 4.44 99.98 411 98.27 4.99
Household

Equipment and

Routine

Household

Maintenance

Health 100.12 3.57 103.57 3.64 88.82 4.27 108.02 1.97

Transport 104.89 14.26 105.44 16.36 101.72 7.67 104.49 14.39

Information and 95.82 5.09 94.25 5.09 98.82 5.03 99.02 5.19
Communication

Recreation, 123.74 1.69 124.93 1.65 118.51 1.72 126.38 1.85
Sport, Culture,

Gardens and

Pets

Education 103.90 3.56 103.44 3.70 99.51 3.49 115.74 2.93
Services

Restaurants and 110.65 2.79 111.10 2.84 97.99 2.89 133.72 2.38
Accommodation

Services

Insurance and 100.44 4.28 100.76 3.31 96.43 6.36 106.80 5.86
Financial
Services

Personal Care, 109.59 12.90 110.65 12.51 107.53 12.26 107.91 15.99
Social

Protection, and

Miscellaneous

Goods and

Services

Consumer Price 105.90 100.00 106.14 100.00 103.32 100.00 109.02 100.00
Index

* The data excludes those parts of Jerusalem annexed by Israeli occupation in 1967.

* The data includes those parts of Jerusalem annexed by Israeli occupation in 1967.

** Relative distribution of the weights used in calculating the CPI for the major groups of expenditure and region is based on the
Palestinian Expenditure and Consumption Survey (2016- 2017).
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Second Chapter

Fiscal Sector 2022

Total Net Public Current Expenditures and

Revenues Net Lending USD 5,083
USD 4,826 million million

Wages ang Salaries
USD 2,415 million

Clearance Revenye

USD 3,320 million Non-Wa
USD 2,136 million

ge Expenditures

Gross Domestic Revenye
USD 1,768 million USNDet Le"ding
365 million

(-)Tax Refunds
USD 262 million Earu":l‘)’ ked Payments
167 million

Current Deficit
USD 256 million

6 Fiscal sector data only includes the budget execution report issued by the Ministry of Finance, data per commitment basis,
and does not include local governments (local councils and municipalities).
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2.1 Current Balance (Deficit)
In 2022 the Palestinian Government cut down the current balance deficit to USD 256.2 million
deficit compared to a USD 1,015.7 million deficit in 2021, reflecting a 74.8% decrease. This
cut in the deficit is attributed to an increase in the total net public revenues by 14.0% compared
t0 2021, and a decrease in current expenditures and net lending by 3.2% during the same period.

(See figure below).

Fiscal Indicators for Central Government in Palestine 2018- 2022
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In 2022, the current deficit to GDP decreased to 1.3%, compared to 5.6% in 2021. This is largely
due to a deficit decrease and a GDP increase. On the other hand, the overall balance (prior to
grants) reached 2.8% of GDP, marking a decrease from the 2021 rate of 6.9%. The overall
balance (after grants) reached 0.9% of GDP during 2022, compared to 5.2% in 2021. (See Table

8).
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Table 8: Fiscal Operations, Revenues, Expenditures and Financing Sources
(Commitment Basis) 2018- 2022

Value in USD million

Item 2018 2019 2020 2021 2022
First: Total net public revenues and grants 4,108.7 3,946.6 3,937.1 4,549.5 5,175.8
1. Total net public revenues 3,433.2 3,459.0 3,449.6 4,232.9 4,826.4
1.1 Gross public revenues 3,604.3 3,633.6 3,563.8 4,416.3 5,088.2
1.1.1 Gross domestic revenues 1,349.3 1,211.3 1,205.0 1,537.0 1,767.9
Tax revenues 839.6 763.6 735.7 994.3 1,142.9
Non-tax revenues 432.8 356.3 371.4 401.3 457.7
Earmarked collections 76.9 91.4 97.9 141.4 167.3
1.1.2 Clearance revenues 2,255.0 2,422.3 2,358.8 2,879.3 3,320.3
1.2 Tax refunds (-) 1711 174.6 114.2 183.4 261.8
2. Total external financing (grants) 675.5 487.6 487.5 316.6 349.4
Budget support 515.6 496.2 355.7 185.6 243.7
Development financing 159.9 **.8.6 131.8 131.0 105.7
Second: Total public expenditures 4517.4 4,710.8 5,086.4 5,489.5 5,352.5
1. Current expenditures and net lending 4,153.8 4.371.4 4.,808.7 5,248.6 5,082.6
Wages and salaries 1,799.3 1,857.7 2,007.8 2,406.1 2,414.9
Non-wages expenditures 2,006.6 2,104.3 2,362.9 2,328.4 2,135.9
Earmarked payments 76.9 914 97.9 141.4 167.3
Net lending 271.0 318.0 340.1 372.7 364.5
2. Development Expenditures 363.6 339.4 277.7 240.9 269.9
Financed from budget 203.7 348.0 145.9 109.9 164.2
Financed from grants 159.9 -8.6 131.8 131.0 105.7
Third: Current balance (deficit/ surplus) -720.6 9124  -1,359.1 -1,015.7 -256.2
Fourth: Overall balance (prior to grants) -1,084.2 -1251.8 -1,636.8 -1,256.6 -526.1
Fifth: Overall balance (after grants) -408.7 -764.2  -1,149.3 -940.0 -176.7
Sixth: Net domestic bank financing 159.5 501.5 552.6 88.0 -116.0
Seventh: Other 2154 709.7 625.4 1,060.2 639.0
Eighth: Residual balance 10.5 1.6 -0.1 0.7 1.7
GDP at Current Prices 16,276.6 17,1335 15531.7 18,109.0  *19,112.0

* Preliminary data based on the quarterly estimates.
** The reason for the development financing account being negative in 2019 (is returning an amount estimated at USD 125
million to close the US Consulate’s account upon the change in the US policy towards the Palestinian government in 2019)

2.2 Total Net Public Revenues and Grants

Total net public revenues value and grants increased in 2022 by 13.8%, compared to 2021,
reaching USD 5,175.8 million. This increase is due to a 15.3% increase in clearance revenues
combined with a 15.0% increase in gross domestic revenues. The total net public revenues and
grants reached 27.1% of GDP at current prices for 2022 compared to 25.1% in 2021 (See Table
8).
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2.2.1 Gross Domestic Revenue

The Gross Domestic Revenue constituted 36.6% of the total net public revenue, reaching USD
1,767.9 million in 2022. Thus, recording a 15.0% increase, compared to 2021. This is mainly
attributed to a 14.9% increase in tax revenues reaching USD 1,142.9 million, marking an
increase of 23.7% out of the net public revenues of 2022. Non-tax revenue increased by 14.1%,
reaching USD 457.7 million, noting that its contribution to the total net public revenue
stabilized at 9.5% in 2022. Earmarked collections increased to USD 167.3 million, constituting
3.5% of the total net public revenues in 2022.

2.2.2 Clearance Revenue

Clearance revenue recorded a 15.3% increase in 2022, reaching USD 3,320.3 million. Thus,
constituting 68.8% of the total net public revenue. In 2022, clearance revenue covered 65.3%
of the current expenditures and net lending. It further contributed to GDP at current prices
reaching 17.4%. All of which highlights the impact of Israeli control over a large proportion of
the Palestinian Government’s revenues. (See figure below).

Distribution of Public Revenue by Source in Palestine 2018- 2022
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2.2.3 Total External Financing (Grants)

In 2022, grants recorded an increase of 10.4% compared to 2021, thus reaching USD 349.4
million. Out of which 31.3% reflected an increase in international grants for budgetary support,
in the amount of USD 243.7 million. However, 2022 witnessed a 19.3% decrease in the amount
of development aid dipping to USD 105.7 million. (See figure follow).
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Total External Financing (grants) in Palestine 2018- 2022
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2.3 Total Public Expenditures

Total public expenditures decreased 2.5% in 2022, compared to 2021, reaching USD 5,352.5
million. This change is due to a 3.2% decrease in current expenditures and net lending, despite
an increase in development expenditures by 12.0% during the same period. (See Table 8).

2.3.1 Current Expenditures and Net Lending

Current expenditures and net lending recorded a decrease of 3.2% in 2022, compared to 2021,
reaching USD 5,082.6 million. This decrease is attributed to an 8.3% decrease in non-wage
expenditures reaching USD 2,135.9 million, thus constituting 42.0% of current expenditures
and net lending. On the other hand, wages and salaries increased 0.4%, reaching USD 2,414.9
million thereby constituting 47.5% of the current expenditures and net lending value; whereas,
the net lending declined by 2.2%, reaching USD 364.5 million in 2022, while earmarked
payments increased by 18.3%, reaching USD 167.3 million in 2022. (See figure below).

Structure of Current Expenditures and Net Lending in Palestine, 2022
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2.3.2 Development Expenditures

In 2022 development expenditures recorded a 12.0% increase compared to 2021, reaching USD
269.9 million. This increase is mainly attributed to a 49.4% increase in development
expenditures financed by the Treasury thus reaching USD 164.2 million, regardless of a 19.3%
decrease in development expenditures funded by grants, reaching USD 105.7 million. (See
figure below).

Development Expenditures in Palestine, 2018- 2022
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2.4 Total Public Debt
Public debt is divided into two components: domestic and external public debt. The table below

highlights the trend of Palestine’s public debt during 2018- 2022.

Table 9: Palestine’s Total Public Debt at the End of Years 2018- 2022

Value in USD million

Indicator 2018 2019 2020 2021 2022*

Total Domestic Public Debt 1,337.8 1,577.2 2,324.6 2,528.5 2,241.6
Total External Public Debt 1,031.7 1,218.0 1,324.7 1,319.6 1,301.1
Total Public Debt 2,369.5 2,795.2 3,649.3 3,848.1 3,542.7

*Represents the data for the end of fourth quarter of 2022

Palestine’s total public debt fluctuated during 2018- 2022, reaching USD 3,542.7 million at the
end of 2022, decreasing by 7.9%, compared to 2021. The total domestic public debt amounted
to USD 2,241.6 million representing 63.3% of total public debt at the end of 2022, which
decreased by 11.3% compared to 2021. The total external public debt amounted to USD 1,301.1
million representing 36.7% of total public debt value at the end of 2022 which decreased by
1.4% during the same period. (See figure below).

Trend of Total Domestic and External Public Debt in Palestine (End of years 2018-

2022)
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The percentage of the total public debt to the GDP (at current prices) in Palestine fluctuated
during the years 2018- 2022, rising from 14.6% in 2018, to 23.5% in 2020, then decreasing to
18.5% in 2022. (See figure below).

Trend of Percentage of Total Public Debt to the GDP (at current prices) in Palestine
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Chapter Three

Financial Sector 20227

Credit provided to
finance other
sectors
USD 6,989 million

Credit provided to the
public sector
USD 2,194 million

Credit provided to
finance consumption
loans USD 1,438
million

Credit provided
to finance cars
and vehicles
USD 424 million

O Deposits 2022

USD 16,468 million
Deposits 2021

o USD 16,518 million

Deposits 2020
° USD 15,138 million

Deposits 2019
USD 13,385 million

7 The data is preliminary and will be revised
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An effective and diverse financial system is essential for economic growth. Economic growth
is contingent upon the production of goods and services that must grow over time. The financial
sector is considered one of the key sectors of the Palestinian economy due to its contribution to
GDP and employment of manpower. It is also considered an intermediary in facilitating the
provision of capital for investment projects that support economic development.

The financial sector is one of the sectors that is sensitive to the political situation, as political
stability helps attract investments from abroad that support economic growth and stimulate
domestic production. Financial intermediation in Palestine has significantly grown in recent
years.

Table 10: Main Indicators of Banking Sector in Palestine 2018- 2022

Value in USD million

Indicator 2018 2019 2020 2021 2022
Total credit facilities 8,432.3 9,035.2 10,078.7 10,747.2 11,045.0
- Credit provided to the public sector 1,316.8 1,557.4 2,205.4 2,466.9 2,194.4
- Credit provided to finance consumption loans 1,324.7 1,368.1 1,415.0 1,425.6 1,438.2
- Credit provided to finance cars and vehicles 302.9 369.7 405.3 415.5 423.7
- Credit provided to finance other sectors 5,487.9 5,740.0 6,053.0 6,439.2 6,988.7
Total deposits 12,227.3 13,384.7 15,138.3 16,518.1 16,468.2
- Deposits by resident individuals 8,654.1 9,494.0 10,831.3 11,645.7 11,915.8
- Deposits by Palestinian Central Government 464.2 330.1 323.0 465.7 462.1
- Deposits by other parties 3,109.0 3,560.6 3,984.0 4,406.7 4,090.3
Checks presented for clearance 12,730.0 12,763.0 10,390.8 12,582.2 14,676.7
Returned Checks 1,125.5 1,277.4 1,632.6 1,207.9 1,188.3

3.1 Deposits

The value of total customer deposits in the banking sector during 2022 recorded a slight
decrease by 0.3% compared to 2021, reaching USD 16,468.2 million. Deposits by individual
residents reached USD 11,915.8 million, which accounts for 72.4% of total deposits in 2022,
an increase of 2.3% compared to 2021; on the other hand, deposits by the Palestinian Central
Government reached USD 462.1 million, representing 2.8% of total deposits. (See figure
follow).
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Distribution of Customer Deposits According to Party in Palestine, 2018 -2022

Resident individuals Other parties ® Palestinian Central Government

18,000 -
16,500 - — —
15,000 - —

13,500 - —

12,000 - —

10,500 -
9,000 -
7,500 -
6,000 -
4,500

USD Million

2018 2019 2020 2021 2022
Year

3.2 Credit Facilities

The banking sector provided credit facilities in 2022 for the amount USD 11,045.0 million, an
increase of 2.8% compared to 2021. Credit facilities provided to the public sector amounted to
USD 2,194.4 million, representing 19.9% of the total credit facilities provided by the banking
sector in 2022, which indicates a decrease of 11.0% compared to 2021. Credit facilities
provided to consumption loans reached USD 1,438.2 million, constituting 13.0% of total credit
facilities, while facilities offered to finance cars and vehicles reached USD 423.7 million,
accounting for 3.8% of the total amount dedicated to credit facilities. (See figure below).

Distribution of Credit Facilities by Economic Sector in Palestine, 2022
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3.3 Checks

The total value of checks submitted in 2022 for clearance reached USD 14,676.7 million,
reflecting an increase of 16.6% compared to 2021; on the other hand, bounced checks reached
USD 1,188.3 million, reflecting a decrease of 1.6% compared to 2021.

Bank Clearing of the all Currencies in Palestine, 2018- 2022
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Chapter Four

External Sector 2022

Balance of Payments J

Trade Balance
g e een:

million million

Net Current
Transferes

USD 2,463
million

Net Current Account

USD -2,865 million

International Investment Position J

Net International Total External Total Foreign

Investment Position Assets Liabilitie; .
USD 3,361 million USD 9,461 million USD 6,100 million

External Debt J

General
Government
USD 1,302
million

Banks Other

USD 744 USD 145
million million

Gross External Debt Position
USD 2,191 million
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4.1 Balance of Payments®

The sharp surge of 61.1% in current account deficit in Palestine in 2022, compared to 2021, has
reached USD 2,865.0 million. This led to an increase in its percentage to GDP reaching 15.0%,
compared to 9.8% in the previous year. This is mainly due to a noticeable increase of 34.1% of
the trade balance deficit despite the surplus income increase of 10.2%, combined with the
59.1% increase in the net current transfers surplus compared to the previous year. (See Table
11).

The trade balance deficit value increased by 34.1% in 2022 compared to 2021, reaching USD
9,330.0 million. This is a result of an increase in the value of total imports of goods and services,
to 27.5%, reaching USD 12,874.0 million. Notably, it exceeded the value of total exports which
only increased 12.9%, reaching USD 3,544.0 million. Furthermore, the ratio of the trade
balance deficit to imports recorded an increase and reaching to 72.5% in 2022, compared to
68.9% in 2021. As shown in the figure below, the deficit in the trade balance significantly
worsened due to the steady increase in imports compared to exports, particularly in 2022. (See
figure below).

Trade Balance of Goods and Services in Palestine, 2018- 2022
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8 The data excludes parts of Jerusalem annexed by the Israeli occupation in 1967.
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Table 11: Balance of Payments in Palestine 2018- 2022

Value in USD million

Item 2018 2019 2020 2021 2022*
First: Current account (net) -2,140.3 -1,779.9 -1,903.6 -1,778.0 -2,865.0
1.Goods (net) -5,392.9 -5,509.6 -4,775.2 -6,015.0 -8,009.0
2.Services (net) -1,032.8 -992.8 -905.5 -941.0 -1,321.0
3.Income (net) 2,786.3 3,030.9 2,492.2 3,630.0 4,002.0
Compensation of employees (net) 2,665.3 2,969.5 2,433.5 3,508.3 3,894.4
Investment income (net) 121.0 61.4 58.7 121.7 107.6
4.Current transfers (net) 1,499.1 1,691.6 1,284.9 1,548.0 2,463.0
Second: Capital and financial account (net) 1,776.0 1,690.9 1,334.2 1,851.0 2,628.0
1.Capital account (net) 449.2 284.4 431.5 471.0 423.0
Capital transfers (net) 449.2 284.4 431.5 471.0 423.0
Acquisition / disposal of non- financial, 0.0 0.0 0.0 0.0 0.0

non-financial assets (net)

2.Financial account (net)** 1,326.8 1,406.5 902.7 1,380.0 2,205.0
Foreign direct investment (net) 2825 188.4 138.7 294.0 247.0
Foreign portfolio investment (net) 25.7 -35.5 69.2 87.0 -28.0
Foreign other investment (net) 1,109.9 1,374.1 732.0 1,173.0 2,010.0
Change in reserve assets -91.3 -120.5 -37.2 -174.0 -24.0
Third: Net errors and omissions*** 364.3 89.0 569.4 -73.0 237.0

* Quarterly preliminary data.

** Includes reserve assets.

*** Net errors and omissions: Includes the difference between current account (net) on one hand, and capital and financial
account (net) on the other hand.

In 2022, surplus income accounts increased by 10.2% compared to 2021, reaching USD 4,002.0
million. Surplus compensation of employees increased by 11.0%, compared to an 11.6%
decrease in surplus investment income when compared to 2021. The value of compensation of
employees received from abroad represented 92.7% of the total income received account, while
the value of investment income accounts for the rest of the account. As it is clear from the
following figure, compensation of employees received from abroad has been increasing before
declining in 2020, then increasing and reaching its highest value in 2022, amounting to USD
3,895.2 million compared to USD 3,509.1 million in 2021.
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Compensation of Employees Trends and Investment Income in Palestine Received
from Abroad, 2018- 2022
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The surplus value of current transfers increased by 59.1% during 2022, reaching USD 2,463.0
million. This increase is attributed to an increase in current transfers received from abroad
reaching USD 2,848.0 million, combined with a decline in current transfers paid to abroad
dipping to USD 385.0 million. This highlights the heavy dependence of the Palestinian
economy on current transfers received from abroad to support the general budget and the
external transfers to the private sector.

On the other hand, the value of capital transfers received from abroad decreased by 10.2%
reaching USD 423.0 million during the year 2022 compared to USD 471.0 million in 2021.
(See figure below).

Trend of Current and Capital Transfers in Palestine Received from Abroad, 2018- 2022
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4.2 International Investment Position (11P)

The value of Palestine’s portfolio investments abroad increased by 15.2% at the end of 2022,
reaching USD 1,609 million. This directly led to an increase in Palestine’s total stock assets
abroad exceeding the value of total stocks of foreign liabilities. Consequently, the net
international investment position value increased by 6.4% at the end of 2022 reaching USD
3,361 million.

In 2022, stock value of foreign direct investment in Palestine is more than the stock value of
the Palestinians direct investment abroad; the stock value of the direct foreign investments in
Palestine reached USD 3,116 million, whereas stock value of Palestine’s direct investments
abroad reached USD 318 million. (See Table 12).

Table 12: International Investment Position Stock in Palestine at the End of the Years

2018- 2022
Value in million USD
Iltem 2018 2019 2020 2021 2022*
International investment position (net)** 1,588 1,842 2,799 3,158 3,361
Total external assets 6,557 7,273 8,223 9,241 9,461
Foreign direct investment abroad 325 269 313 371 318
Portfolio investments abroad 1,425 1,417 1,463 1,397 1,609
Other investments abroad 4,269 4,929 5,750 6,600 6,637
Of which: currency and deposits*** 3,885 4571 5,499 6,322 5,945
Reserve assets 538 658 697 873 897
Total foreign liabilities 4,969 5,431 5,424 6,083 6,100
Foreign direct investment in Palestine 2,756 2,756 2,704 3,030 3,116
Foreign portfolio investments in Palestine 728 714 668 850 834
Foreign other investments in Palestine 1,485 1,961 2,052 2,203 2,150
Of which: loans from abroad 1,046 1,233 1,368 1,423 1,504
Of which: currency and deposits**** 417 706 684 780 646

* Represents the data for end of fourth quarter, 2022.

** |nternational investment position (net) equals total external assets minus total foreign liabilities.

*** Currency and deposits: include the residents deposits in banks abroad in addition to foreign exchange in Palestinian
economy.

**** Currency and deposits: include the deposits of non-residents deposited in resident banks.
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4.2.1 Total External Assets

The total stock value of Palestinian assets abroad increased by 2.4% at the end of 2022,
compared to the end of 2021, amounting to USD 9,461 million. The value of other investments
abroad represented 70.1% of assets (currency and deposits represented 89.6%) while portfolio
investments abroad reached 17.0%, reserve assets formed 9.5%, and foreign direct investments
abroad reached 3.4%. (See figure below).

Structure of Total Stocks of Palestinian Assets Abroad at the End of 2022
Reserve Assets

Foreign Direct

9.5% Investment
Abroad 3.4%
Portfolio
Investments

Abroad 17.0%

Other Investments
Abroad 70.1%

4.2.2 Total Foreign Liabilities

The total stock value of foreign liabilities in Palestine recorded a slight increase at the end of
2022 by 0.3% compared with 2021, amounting to USD 6,100 million. Foreign direct
investments in Palestine constituted 51.1% of those liabilities while foreign other investments
in Palestine reached 35.2%, and the total value of the foreign portfolio investment reached
13.7%. (See figure below).

Structure of Total Stocks of the Foreign Liabilities in Palestine at the end of 2022
Foreign Portfolio
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4.3 External Debt

The external debt of the general government sector is the largest among economic sectors,
where it constituted 59.4% of the gross external debt position amounting to USD 1,302 million.

(See figure below).

Distribution of Gross External Debt of the Economic Sector in Palestine at
the end of 2022
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Palestine’s gross external debt position decreased 2.4% at the end of 2022, reaching USD 2,191
million. This decrease is attributed to a decrease in external debt position of the banking sector
that reached 4.6% compared to the end of 2021, reaching USD 744 million at the end of 2022

compared to USD 780 million at the end of 2021. (See Table 13).

Table 13: Gross External Debt Position of the Economic Sector in Palestine at the End

of the Years, 2018- 2022

Value in USD million

Economic Sector 2018 2019 2020 2021 2022*
General Government 1,032 1,218 1,325 1,319 1,302
Monetary Authorities 0 0 0 0 0
Banks 417 706 684 780 744
Other Sectors 36 37 43 104 104
Direct investment: lending between affiliated companies 6 6 17 41 41
Gross External Debt Position 1,491 1,967 2,069 2,244 2,191

*Represents the data for the end of fourth quarter 2022
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Annexes

Average Exchange Rate (USD to NIS) 2018- 2022

2018 2019 2020 2021 2022

Annual average

3.59 3.56 3.44 3.23 3.36

Economic Activities List

Economic Activities

Agriculture
Industry

Construction
Wholesale and retail trade
Transportation and storage

Information and communications
Services and other branches

Agriculture, forestry and fishing

Mining and quarrying, manufacturing, electricity, gas, steam and air
conditioning supply, water supply; sewerage, waste management and
remediation activities

Construction
Wholesale and retail trade; repair of motor vehicles and motorcycles
Transportation and storage

Information and communication

Financial and insurance activities, accommodation and food service
activities, real estate activities, professional, scientific and technical
activities, administrative and support service activities, public
administration and defence, education, human health and social work
activities, arts, entertainment and recreation, other service activities,
activities of households as employers; undifferentiated goods- and
services-producing activities of households for own use.

Adjustment Items

Custom duties, VAT on imports, net.

50



