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Performance of the Palestinian Economy, 2014

Preface

In line with the function of the PCBS to develop and update
statistical reports, we are pleased to release this report on
the Performance of the Palestinian Economy in Palestine for
2014. The report highlights the main economic indicators
of 2014 and compares them to the situation in 2013.

The report provides an overview of the economic reality
and the nature of the economy using a number of economic
indicators: GDP, labor market, prices, balance of payments,
international investment position, external debt position,
public finance and banking sector.

PCBS hopes that the findings of this report will provide
a comprehensive picture of the characteristics and
performance of the Palestinian economy during 2014 and
will provide a resource to measure past performance. It will
also assist researchers and decision makers in the analysis
and planning of policies for the Palestinian economy in the
future.

May, 2015

Ola Awad
President of PCBS
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Summary of Performance of the
Palestinian Economy

Gross Domestic Product (GDP) in Palestine
declined by 0.4% during 2014. This decline
resulted from the 15.2% GDP drop in the Gaza
Strip, which was not compensated by the 5.1%
growth in the West Bank. In 2014, the Gaza Strip
contribution to GDP fell to 22.9% of Palestinian
GDP, and the GDP per capita in Palestine fell
by 3.3% to USD 1,734.6, but GDP per capita in
the Gaza Strip was 42.8% that of the West Bank.
The value added in Palestine fell for economic
activities, with the exception of services and
other branches activities. The construction
activities recorded highest falling in 2014,
followed by agriculture, then transportation
and storage, the services and other branches
activities represented the largest contribution to
GDP in both the West Bank and the Gaza Strip.

The labor force increased in 2014 by 9.2%, to
1,242.3 thousand persons, which was affected
to increasing participation rate to 46.7%, but
the number of employed persons rose by 3.1%
only, leaded to rising the unemployment rate in
Palestine to 27.2% in 2014 compared with 23.8%
in 2013.

The number of employed persons rose in
most economic activities in Palestine in
2014, with the exception of transportation
and storage and construction activities. The
Wholesale and retail trade activities recorded
the highest increase in the number of employed
persons, followed by industry and information
and communications. In the West Bank all of
the economic activities recorded an increase
in employed persons, while in the Gaza Strip all
of the economic activities recorded a decrease
except in information and communications and
services and other branches activities. But the
percent contribution for the employed persons
in economic activities during 2014 remained
similar to that of 2013.

During 2014, the nominal average daily wage
in Palestine recorded an increase by 3.7%
to NIS 83.2 compared with 2013, while real
average daily wage rose by 1.9% during the
same year. Conversely the average value added
per employed person in Palestine fell by 3.4% in
2014 compared with 2013.

Services and other branches activities rank
first place in the Palestinian economy in
terms of the value added and labor, followed
by the trade activities and industry, while the
value added in the transportation and storage
activities contribution to GDP was low. In the
average value added per employed person,
the information and communications activities
took first place, followed by services and other
branches activities, and industry. The average
nominal daily wage reached its highest value in
the information and communications activities,
followed by services and other branches
activities, while it was the lowest in the agriculture
activities.

The overall consumer price index in Palestine
rose by 1.73% during 2014 to 109.42
compared with 107.56 in 2013 (base year
2010). The increase in the consumer price index
during 2014 was mainly attributed to the higher
prices of some commodities within major groups
with the highest relative weight.

Despite of the increasing in the trade balance
deficit by 15.9% in 2014, the current account
deficit in Palestine during 2014 fell by 41.8%
to USD 1,386.5 million compared with 2013.
This decline in current accounts was due to a
rise in the value of net current transfers, which
increased by 128.5%, and also to the rise in the
value of net income which increased by 19.0%
as result of increasing the compensation of
employees 13.9%, and in net investment income
more than triple. On the other hand, received
capital transfer from abroad fell by 40.1% to USD
330.1 million in 2014.



The net international investment position (1IP)
for Palestine increased by 40.2% during 2014
to a total of USD 1,234.0 million. As a result of
increasing the total stocks of external assets by
2.1% at the end of 2014 and decreasing the total
stocks of foreign liabilities in Palestine by 4.7%
compared with 2013. Conversely, external debt
position on Palestine fell by 9.7% in 2014 to USD
1,557.0 million.

The current Palestinian budget deficit
decreased to USD 1,327.3 million in 2014
compared with USD 1,381.7 million in 2013.
While decreased in the level of external support
to cover the budget deficit with a total value
of USD 1,029.7 million. During 2014 total net
revenues increased by 18.9% to USD 2,750.0
million, while government expenditure increased
by 10.4% to USD 4,077.3 million. In the same
year (2014), gross domestic tax revenues USD
601.9 million and accounted for 21.9% of total net
revenues, while gross domestic non tax revenues
increased USD 270.5 million and accounted
for 9.8% of total net revenues. Total clearance
revenues increased to USD 2,053.5 million and
constituted 74.7% of total net revenues in 2014.

The total value of deposits increased by
7.6% in 2014 at the end of the year reach to
USD 8,935.3 million, deposits constitute for
Palestinian Central Government 6.9% of total
deposits. The total credit facilities provided by
bank sector rose by 9.3% to reach USD 4,895.9
million during the same year.

Note: The data for gross domestic product, labor force, balance of payments excludes those parts of Jerusalem
governorate which were annexed by Israel in 1967.
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€conomic Performance in 2014

1 — Gross Domestic Product (GDP)'

The Gross Domestic Product (GDP) in Palestine fell by 0.4% during 2014. The Palestinian economy
exhibited a recovery during 2009-2013, peaked in 2011and growth rate reached 12.4%, then fell to
6.3% in 2012, and to 2.2% in 2013, this is the lowest level in growth since 2007, then the GDP fell by
0.4% in 2014.

The falling in Palestinian GDP was as a result of significant deterioration in economic activities
for the Gaza Strip, despite of the growth in the West Bank, the GDP fell in the Gaza Strip
of 15.2% during 2014, compared with growth by 5.1% in the West Bank. The growth rate for
Gaza Strip recorded a significant increase in the last four years, standing at 11.4%, 17.7% in 2010
and 2011 respectively. However, it gradually declined in 2014 because of the Israeli continual siege
and aggression in the summer of the same year. The summer onslaught caused destruction of the
infrastructure, especially industrial establishments, and stopping almost complete for the construction
activities as a result of Israeli restrictions on the entry of raw materials and building materials into the
Gaza Strip. While in the West Bank, the GDP growth rate fell from 10.7% in 2011, to 6.0% in 2012, and
to 1.0% only in 2013, before it increased in 2014. Israeli restrictions on economic activities and the
financial crisis continued to impede increases in growth.

The contribution of the GDP for the Gaza Strip declined to 22.9% in 2014. As figure below show,

GDP in the Gaza Strip (at constant prices) totaled USD 1,706.5 million in 2014, represent 22.9% of
Palestinian GDP, USD 7,449.0 million, it was 26.9% in 2013.

GDP by region, 2009- 2014 at constant prices: base year 2004
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The GDP per capita in Palestine fell by 3.3% to USD 1,734.6 in 2014 compared with 2013. This
was because the population growth in addition to the decline in GDP on the other hand, this means a
decrease in individual standards of living in Palestine in 2014. (See figure below).

GDP per capita by region, 2009- 2014 at constant prices: base year 2004
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As a result of the verified GDP growth in the West Bank and the Gaza Strip, the gap between GDP
per capita in the West Bank and the Gaza Strip has increased. The GDP per capita in the Gaza Strip
totaled USD 970.3 in 2014 compared to USD 2,265.4 in the West Bank. This means that GDP per capita
in the Gaza Strip represented 42.8% of the GDP per capita in the West Bank in 2014, and it is lower than
the percentage in 2013, which was 53.4%. This is due to significant deterioration in GDP in the Gaza
Strip in 2014 compared with the growth, in the West Bank (See figure above).
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Table 1: Main Economic Indicators by region, 2009- 2014 at constant prices:
base year 2004

Value in USD million

Indicator 2009 2010 2011

Palestine
Gross Domestic Product (GDP) 5,663.6 6,122.3 6,882.3 7,314.8 7,477.0 7,449.0

Final Consumption* 70631 72904 80868 88216 85588 90152
Gross Capital Formation 13931 13549 13260 15781 16440 13633
Net Exports of goods and 27926 25230 -25305 -3,0849 -27258  -2,.9295
services

Number of Population 37022 3811  3927.1 40469 41695 42947
(thousand person)

GDP per capita (USD) 15298 16064 17525 18075 17933 17346

West Bank

Gross Domestic Product (GDP) 4,304.6 4,609.0 5,101.2 5,409.0 5,464.3 5,742.5

Final Consumption* 52356 54258 57541 62532 61671 62989
Gross Capital Formation 13467 11428 11931 14436 15431  1,629.1
Net Exports of goods and 22777 -19596 -18460 -2287.8 22459 -2,1855
Services

Number of Population 22154 22760 23384 24026 24681 25346
(thousand person)

GDP per capita (USD) 19430 20251 21815 22513 22140 22654

Gaza Strip

Gross Domestic Product (GDP) 1,359.0 1,513.3 1,781.1 1,905.8 2,012.7 1,706.5

Final Consumption* 18275 18646 23327 25684 23917 27163
Gross Capital Formation 46.4 212.1 132.9 134.5 100.9 -265.8

Net Exports of goods and 5149 5634 6845  -797.1  -4799  -7440

Services

Number of Population 14868 15351 15887 16443 17014 17600
(thousand person)

GDP per capita (USD) 914.1 985.7 11211 11590 11829 9703

* Data include net errors and omissions.




Palestine withessed fluctuations in growth in the value added of economic activities during
2014: the value added fell for economic activities, with the exception of services and other
branches activity. The construction activity recorded highest falling in 2014 which fell of 29.7%,
followed by agriculture by 9.6%, then transportation and storage of 7.0%, followed by industry by
6.9%, and information and communications with 4.7%, While services and other branches activity
increased by 10.2%. (See table 2).

Table 2: Value added of economic activities by region 2009 - 2014, at constant prices: base
year 2004

Value in USD Millions

Economic Activity 2009 2010 201 2012 2013 2014
Palestine
Agriculture 347.5 3329 408.7 339.1 309.9 280.2
Industry 9259 956.6 963.3 1,091.6 1,158.5 1,078.3
Construction 387.0 533.0 728.5 715.1 758.7 5334
Wholesale and retail trade 5555 950.5 1,228.1 1,304.9 1,295.1 1,288.5
Transportation and storage 122.4 104.4 108.5 115.1 127.6 118.7
Information and communications 380.2 408.6 441.0 468.3 452.7 431.6
Services and other branches 2,9451 2,836.3 3,004.2 3,280.7 3,374.5 3,718.3
Agriculture 199.3 196.5 249.0 228.7 193.0 199.5
Industry 795.7 765.8 764.0 896.9 953.9 921.0
Construction 345.9 412.9 449.4 4223 4454 456.0
Wholesale and retail trade 448.8 755.6 1,014.4 1,051.4 1,019.0 1,067.2
Transportation and storage 1M11.7 92.6 95.3 93.2 104.5 106.5
Information and communications 374.6 404.0 435.4 459.6 443.9 4232
Services and other branches 2,028.6 1,981.6 2,093.7 2,256.9 2,304.6 2,569.1
Agriculture 148.2 136.4 159.7 110.4 116.9 80.7
Industry 130.2 190.8 199.3 194.7 204.6 157.3
Construction 411 120.1 279.1 2928 313.3 77.4
Wholesale and retail trade 106.7 194.9 213.7 253.5 276.1 221.3
Transportation and storage 10.7 1.8 13.2 21.9 23.1 12.2
Information and communications 5.6 4.6 5.6 8.7 8.8 8.4

Services and other branches 916.5 854.7 910.5 1,023.8 1,069.9 1,149.2
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Although there was a general decline in most economic activities in Palestine during 2014,
the decline varied between the West Bank and the Gaza Strip and was most significant in the
Gaza Strip compared with the West Bank. The information and communications activities fell by
4.7% in the West Bank, followed by industry activities with 3.4%. Other activities grew at variant
rates, the highest being in services and other branches activities by 11.5%, followed by wholesale
and retail trade activities by 4.7%, then agriculture activity by 3.4%, then construction activities by
2.4%, and transportation and storage activities by 1.9%. In the Gaza Strip, construction activities fell
by 75.3%, followed by transportation and storage activities by 47.2%, then agriculture activities by
31.0%, industry activities 23.1%, then wholesale and retail trade activities by 19.8%, and information
and communications activities by 4.5%. Conversely, services and other branches activities grew of
7.4% in the Gaza Strip in 2014.

In terms of contribution to GDP, the services and other branches activities contribution
increased to 49.8%, compared to 45.2% in 2013. This may be explained by the rapid growth in this
type of activities in 2014 while other activities declined. The services and other branches activities
represented a half of GDP. Another explanation may be the fact that the services and other branches
activities includes a wide range of activities like financial and insurance activities, accommodation
and food service activities, real estate activities, professional, scientific and technical activities,
administrative and support service activities, education, human health and social work activities. The
wholesale and retail trade activities ranked second with 17.3% in 2014 that remained unchanged
from 2013. Contribution of the industry activities fell to 14.5% in 2014 compared with 15.5% in 2013.
Construction activities contribution fell to 7.2% in 2014 compared with 10.1% in 2013. Information
and communications activities dropped to 5.8% in 2014 compared with 6.1% in 2013 and agriculture
activities fell to 3.8% in 2014 compared with 4.1% in 2013. As for transport and storage activities, it
remained very low at 1.6%.

The structure of economic activities differed in the West Bank and the Gaza Strip in 2014.
Although of the services and other branches activities remained the largest contributor to GDP in both
the West Bank and the Gaza Strip, its share stood at 67.4% of GDP in the Gaza Strip while it constituted
44.7% of GDP in the West Bank in 2014. The wholesale and retail trade activities contributed 18.6% of
GDP in the West Bank versus 13.0% in the Gaza Strip. The industry activities share stood at 16.0% in the
West Bank versus 9.2% in the Gaza Strip. The construction activities accounted for 7.9% of the GDP in
the West Bank versus 4.5% in the Gaza Strip. Information and communications activities contribution
was 7.4% in the West Bank versus 0.5% in the Gaza Strip. The share of the agriculture activities was
3.5% in the West Bank versus 4.7% in the Gaza Strip. The transport and storage activities accounted
for 1.9% of the GDP in the West Bank versus 0.7% in the Gaza Strip (See figure below).

Percentage contribution of economic activities in GDP by region, 2014 at
constant prices: base year 2004
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2 Labor Market’

Labor is the most important production factor in the Palestinian economy, especially in the face of
limited natural resources and Israeli control over land, water and restrictions on the movement of
people, goods and capital. The (table 3) shows the main labor market indicators during the 2009-2014.

Table 3: Labor market indicators for individuals aged 15 years
and above by region, 2009- 2014

Indicator 2009 2010 2011 2012 2013 2014
Palestine
Labor force (thousand person) 897.6 9235 1,012.7 1,085.8 1,137.5 1,242.3
E;“r‘;'é’g’)ed persons (thousand 613.3 643.6 736.5 764.8 780.0 804.5
Participation rate (%) 17 13 43.4 44.4 445 46.7
Unemployment rate (%) 25.9 25.0 21.8 23.5 23.8 27.2
Nominal average daily wage (NIS) 75.3 75.4 76.0 78.7 80.2 83.2
Real average daily wage (NIS)* 78.1 75.4 739 74.4 74.6 76.0
Average value added per
employed person** (USD/ 9,234.6 9,512.6 9,344.6 9,564.3 9,585.9 9,259.2
employed person)
West Bank
Labor force (thousand person) 589.8 612.8 671.2 714.4 741.3 798.5
Eg“rz'cfr{)ed persons (thousand 4245 450.3 492.9 508.5 513.0 556.1
Participation rate (%) 44.3 443 46.4 46.9 46.5 48.0
Unemployment rate (%) 19.3 18.5 18.4 19.7 19.0 18.0
Nominal average daily wage (NIS) 80.2 82.6 82.7 85.7 88.4 90.7
Real average daily wage (NIS)* 83.6 82.6 79.9 79.5 79.6 80.7
Average value added per
employed person** (USD/ 10,140.4 10,2354 10,349.4 10,637.2 10,651.7 10,326.4

employed person)

Labor force (thousand person) 307.8 310.7 341.5 3714 396.2 443.8
Eg’r'fs"(;’ny)ed persons (thousand 188.8 1933 2436 256.3 267.0 248.4
Participation rate (%) 376 36.4 384 40.1 141.2 44.4
Unemployment rate (%) 38.6 37.8 28.7 31.0 32.6 43.9
Nominal average daily wage (NIS) 62.7 58.2 61.6 64.3 63.2 64.0
Real average daily wage (NIS)* 63.8 58.2 61.2 63.6 63.0 62.1
Average value added per

employed person** (USD/ 7,198.1 7,828.8 7,311.6 7,435.8 7,538.2 6,870.0

employed person)

* The nominal daily wage was linked to CPI to monitor the purchasing power of employees at constant prices (base
year 2010).
** Average value added per employed person = value added / number of employed persons.

The labor force increased by 9.2% in 2014 compared with 2013, reaching 1,242.3 thousand
employed person, raising as such the labor force participation rate that reached to 46.7% in
2014 compared with 44.5% during the same period. This is due to the rise of the number of
persons entering the labor market in 2014 as a result of increasing the population base. The labor
force participation rate varied from 48.0% in the West Bank compared with 44.4% in the Gaza Strip.
This reflects an improvement in the participation rate in the Gaza Strip from 41.2% in 2013, and the rate
rose in the West Bank from 46.5% in 2013.

/ “2 The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967, also the data
)
/

for employees and wages doesn’t include the employees in Israel and settlements and abroad.
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Although the labor force in 2014 increased by 9.2%, the number of employed persons increased
by only 3.1% compared with 2013, the humber of employed persons in Palestine totaled 804.5
thousand in 2014 compared with 780.0 thousand employed person in 2013. In comparison, the
increase was 8.4% in the West Bank in 2014, while the number of employed persons in the Gaza Strip
declined by 7.0%.

The number of employed persons grew more less than the rate of increase in the labor force
and which led the unemployment rate in Palestine to rise to 27.2% in 2014 compared with
23.8% in 2013. Unemployment rate increased in Palestine because of the inability of the economy
to absorb the growing numbers of people entering the labor market, in addition to expulsion of some
labor force in the Gaza Strip caused by a fall in economic activity in the Strip. As the table 3 show, the
number of employed persons in the Gaza Strip fell 18.6 thousand person in 2014, which increased the
unemployment rate in the Gaza Strip to 43.9% in 2014 compared with 32.6% in 2013. On the other
hand, the unemployment rate fell in the West Bank to 18.0% compared with 19.0% during the same
period caused by the increasing of the number of employed persons in the West Bank 43.1 thousand
person.

Most economic activities saw an increase in the humber of employed persons in 2014, except
for transportation and storage and construction activities. Wholesale and retail trade recorded
the highest increase in the number of employed persons of 7.7% during 2014 compared with 2013. The
industry activities, and services and other branches activities also recorded an increase in the number
of employed persons in 2014 of 6.6% and 5.1% respectively. On the other hand, the transportation
and storage activities, the number of employed persons fell by 12.4% and in construction activities, the
number fell by 7.6% compared with the previous year.

Unemployment rate by region, 2009- 2014
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The rise percent in the number of employed persons in economic activities differed between
the West Bank and the Gaza Strip. In the West Bank, all of the activities recorded an increase
in the number of employed persons, while in the Gaza Strip showed a decrease in all economic
activities with exception information and communications and services and other branches
activities. The wholesale and retail trade activities recorded the highest increase with 15.0% in the
number of employed persons during 2014 in the West Bank, followed by construction activities with
13.0%, then industry activities increased by 9.9%, followed by 5.1% in services and other branches




activities, and agriculture activities of 3.9%. While in the Gaza Strip, witnessed an increase of 18.2% in
information and communications activities during 2014, followed by a rise of 5.1% in services and other
branches activities. Conversely, the construction activity recorded a decrease of 73.1% in the number
of employed persons, transportation and storage activities of 31.5%, industry activities by 10.3%, and
wholesale and retail trade activities of 7.2%. The significant decrease in number of employed persons
in construction activities in the Gaza Strip due to the Israeli brutal aggression continued 51 days, an
addition to the strict blockade on border crossings, especially the Rafah border crossing with Egypt.
(See table 4).

Table 4: Number of employed persons by economic activity and region, 2009- 2014

Economic Activity 2010 2011
Palestine
Agriculture 76,300 81,100 93,000 91,100 84,100 85,400
Industry 75,100 75,200 89,300 98,200 101,100 107,800
Construction 45,300 56,700 69,900 74,800 77,800 71,900
Wholesale and retail trade 108,600 115,900 141,200 140,600 143,300 154,300
Transportation and storage 30,400 32,300 39,700 41,200 44,400 38,900

Information and

communications 6,500 6,600 5,900 8,300 7,600 8,100

Services and other
branches 271,100 275,800 297,500 310,600 321,700 338,100

West Bank

Agriculture 64,300 66,200 69,600 69,700 61,600 64,000
Industry 64,100 64,800 74,500 82,300 84,600 93,000
Construction 43,600 51,000 55,400 55,000 59,200 66,900
Wholesale and retail trade 75,600 84,100 99,000 98,900 96,000 110,400
Transportation and storage 21,200 20,900 22,100 21,400 24,400 25,200

Information and

L 4,800 4,900 4,800 6,500 5,400 5,500
communications

Services and other 150900 158400 167,500 174700 181,800 191,100
branches

Gaza Strip

Agriculture 12,000 14,900 23,400 21,400 22,500 21,400
Industry 11,000 10,400 14,800 15,900 16,500 14,800
Construction 1,700 5,700 14,500 19,800 18,600 5,000

Wholesale and retail trade 33,000 31,800 42,200 41,700 47,300 43,900
Transportation and storage 9,200 11,400 17,600 19,800 20,000 13,700

Information and

o 1,700 1,700 1,100 1,800 2,200 2,600
communications

Services and other

120,200 117,400 130,000 135,900 139,900 147,000
branches
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Despite the disparity in growth rates in the number of employed persons in various economic
activities during 2014, the percentage distribution of employed persons in these activities
remained similar to that of 2013. Employed persons in Palestine were largely concentrated in
services and other branches activities 42.0% during 2014, followed by employed persons in wholesale
and retail trade activities 19.2% and industry activities 13.4%. These figures varied significantly
between the West Bank and the Gaza Strip. The percentage of employed persons in services and
other? branches activities in the West Bank was 34.4% compared with 59.2% in the Gaza Strip. The
percentage of employed persons in wholesale and retail trade activities was 19.9% in the West Bank
compared with 17.7% in the Gaza Strip, and the percentage of employed persons in industry activities
was 16.7% in the West Bank compared with 6.0% in the Gaza Strip (See figure below).

Percentage distribution of employed persons by economic activity and region, 2014
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In 2014, the nominal average daily wage increased in Palestine by 3.7% compared with 2013,
while real average daily wage rose by 1.9% in the same year. The nominal average daily wage was
NIS 83.2 in 2014. However, when wages are linked to price inflation in Palestine, real average daily
wage in 2014 was NIS 76.0 (See figure follow). The nominal and real average daily wage in the West
Bank scored more than it was in the Gaza Strip, nominal average daily wage recording NIS 90.7 in the
West Bank was compared to NIS 64.0 in the Gaza Strip. The real average daily wage in the West Bank
was NIS 80.7 compared with NIS 62.1 in the Gaza Strip in the same year. (See table 3).

3 including government employees ﬂ



Average nominal and real daily wages in NIS in Palestine 2009- 2014: base year 2010
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Average value added per employed person in Palestine fell by 3.4% during 2014 compared with
2013. As the figure below shows, average value added per employed person fluctuated during 2009-
2014; it gradually increased after 2009 to its highest level in 2013, before it fell to reach USD 9,259.2
per employed person in 2014. It actually fell to approximately its level in 2009. Average value added
per employed person 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 the exploitation of the
technological component in the production process. Many factors affect the level of average value
added per employed person, including the quality of the inputs of production, technology, education,
training, plus the work environment represented in the laws and regulations of the labor market and
other domains.

Average value added per employed person (USD) in Palestine, 2009- 2014
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3 - Economic Activities®

The Palestinian economy compasses several economic activities. It is predominantly a service economy
because of the services activities contribution to GDP and to employment (See table 5):

Table 5: Main economic activities by major characteristics in Palestine, 2014

Average value

added per . Nominal Real
Activit Contribution employed t g g::”lgu:g;t average average
y to GDP (%) person (Dollar/ F()o/ )y daily wage daily wage
employed ° (NIS) (NIS)**
person)*
Agriculture 3.8 3,281.0 10.6 47.5 434
Industry 14.5 10,002.8 13.4 71.8 65.6
Construction 7.2 7,418.6 89 90.0 82.3
Wholesale and retail
trade 17.3 8,350.6 19.2 60.7 55.5
Transportation and
storage 1.6 3,051.4 4.8 49.6 453
Information and 58 53,284.0 1.0 106.5 97.3
communications ) ’ ’ ) ’ )
services and other 49.8 10,997.6 42.1 93.8 85.7

branches

* Value added per employed person = value added / number of employed persons.
** The nominal daily wage was linked to CPI to monitor the purchasing power of employees at constant prices
(base year 2010).

Services and other branches activities ranked first in the Palestinian economy, value added
and employment with a percentage contribution to GDP of 49.8% and in employment of 42.1%
in 2014. The value added for services and other branches activities in 2014 was USD 3,718.3 million,
an increase of 10.2% compared with 2013, and the number of employed persons was 338.1 thousand
employed person with increased by 5.1% during the same period. Moreover, because the value added
for this activities increased more than the increasing of number of employed persons, then average
value added per employed person for services and other branches activities increased by 4.8% to
USD 10,997.6 during 2014. Conversely, the nominal average daily wage for waged employees in these
activities was NIS 93.8, considered as the highest of the main economic activities (after information
and communications activities).

Industry activities contributed 14.5% to GDP in 2014, and employed 13.4% of employment
during the same period. The value added for industry activities in 2014 totaled USD 1,078.3 million,
a decline of 6.9% compared with 2013. While the number of employed persons increased by 6.6%
compared with 2013, to 107.8 thousand employed person, the average value added per employed
person in industry activities fell by 12.7% in 2014, representing to USD 10,002.8. The nominal average
daily wage of waged employees in these activities was NIS 71.8 in 2014.

The Agriculture activities, contribution to GDP fell to 3.8%, and constituted 10.6% of employment
in 2014. The value added of the agriculture activities was USD 280.2 million in 2014, a fall of 9.6%
compared with 2013, with growing in the number of employed persons by 1.5% compared to 2013
with 85.4 thousand employed person. This means the average value added per employed person in

4 The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967, also the data for employees
and wages doesn’t include the employees in Israel and settlements and abroad. s k
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agriculture activities fell by 11.0% in 2014 to USD 3,281.0, which is also the lowest of the main economic
activities (after Transportation and storage activities). This situation, reflects the weak productivity in
these activities. On the other hand, the nominal average daily wage of waged employees in agriculture
activities was NIS 47.5, which is the lowest of the main economic activities.

Wholesale and retail trade is a vital activity in the Palestinian economy and contributed 17.3%
to GDP, and 19.2% to employment in 2014. The value added of wholesale and retail trade activities
totaled USD 1,288.5 million in 2014, marking a fall of 0.5% compared to 2013. The number of employed
persons increased by 7.7% compared to 2013 to (154.3 thousand employed person). This means the
average value added per employed person in wholesale and retail trade activities fell by 7.6% in 2014
compared to 2013 to USD 8,350.6. The nominal average daily wage of waged employees in these
activities in 2014 was NIS 60.7.

The construction activities contribution to GDP fell in 2014 to 7.2%, and to 8.9% in employment.
The value added in these activities totaled USD 533.4 million in 2014, 29.7% lower than compared with
2013, the number of employed persons fell by 7.6% compared to 2013 and dropped to 71.9 thousand
of employed person in 2014. Furthermore, the average value added per employed person in the
construction activities was USD 7,418.6, 23.9% lower than 2013, while the nominal average daily wage
of waged employees in these activities was NIS 90.0. The construction activities are a key item of fixed
capital formation, which constitutes part of GDP and represents a basic element in the study of the
structure and evolution of the Palestinian economy. (See table 5).

During 2014, the number of building licenses fell by 0.7% compared to 2013, totaling 9,075.0
license. Building licenses are indicators of the status of construction in Palestine. Administrative
records from the Ministry of Local Government showed that 68.1% of licenses were issued for new
buildings. As the figure follow shows, there was a sharp increase in number of licenses were issued
during 2009-2013, reaching a peak of 9,138.0 license in 2013, before it slightly declined in 2014.

Number of building licenses* issued in Palestine, 2009- 2014
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On the other hand, the quantities of cement imported increased by 12.1% in 2014 to 1,531.1
thousand ton compared with 1,365.3 thousand ton in 2013. The quantities of cement imported
into the West Bank increased by 13.5% compared to 2013, while it recorded a decrease in the Gaza
Strip by 23.2%. Additionally, data show that no cement entered the Gaza Strip from abroad in 2009,
despite very small quantities entering in following years (See figure below).

Quantities of cement imported by region, 2009- 2014
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4-Prices and Purchasing Power

The cost of living (overall consumer price index - CPI) increased by 1.73% in Palestine during
2014 to 109.42 (base year 2010). This increase is close to the indicator in previous year, but it is
less severe in comparison with previous years (See figure below). The main groups that contributed
to this increase were alcoholic beverages and tobacco, which increased by 11.80%, because of high
customs on tobacco goods, followed by medical care, which increased by 8.71%, then miscellaneous
goods and service which increased by 8.55%, followed by housing at 3.31%, and food and soft drinks
increased by 0.37%.

Trends in consumer price index (CPI) in Palestine, 2010- 2014
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Changes in consumer prices varied by area in Palestine in 2014 compared with previous year,
prices increased by 1.20% in the West Bank®, by 2.85% in the Gaza Strip, and the consumer
price index in the Jerusalem® increased by 3.84%. The three regions were all affected by the rise
in prices of some goods within some major groups especially in tobacco prices, milk products and
eggs, and fresh fruit and fresh vegetables. In addition to rise that goods in this groups, Consumer
prices in the West Bank was mainly caused by price increases in alcoholic beverages and tobacco by
11.82%, housing by 10.01%, education by 5.11%. While the rise in prices In Jerusalem caused by the
rise in the consumer price index was mainly due to price rises in alcoholic beverages and tobacco by
11.44%, housing by 9.41%, transportation by 6.23%, and food and soft drinks by 3.87%. In the Gaza
Strip, prices increased due to price rises in alcoholic beverages and tobacco by 16.04%, and food and
soft drinks by 1.40%.

The relative weight of groups that make up the consumer price index in Palestine can vary. As
table 6 shows, the food and soft drinks group has a higher relative weight in the consumer basket
in Palestine since they constitute approximately 35.0% of total consumption. They are followed by
transportation with approximately with 13.8%, miscellaneous goods and service with approximately
11.5%, housing with approximately 8.9%, and textiles, clothing and footwear with approximately 6.3%;
recreational, cultural goods and services, and restaurants and cafes occupy a low proportion of the
consumer basket.

/’/ 5 The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.
/ 6 Those parts of Jerusalem governorate which were annexed by Israel in 1967.
y,
/




Table 6: Average Consumer Price Index and relative weight by major Groups of Expenditure

Performance of the Palestinian Economy, 2014

and Region, 2014: base year 2010=100

Palestine

Main groups CPI

Food and soft

Relative
We ight***

West Bank*

CPI

Relative
Weight***

Gaza Strip

CPI

Relative
Weight***

Jerusalem**

CPI

Relative
Weight***

. 105.81 35.02 106.82 34.96 103.34 41.18 109.57 23.67
drinks
Alcoholic
beverages and 143.88 4.31 157.90 5.22 119.89 232 155.98 4.06
tobacco
Textiles, clothing 14, 33 ¢ 59 11488 579 8427  7.09 12070  6.91
and footwear
Housing 14.75 8.87 121.08 8.83 102.61 8.73 120.79 9.28
Furniture, 101.90 5.36 106.80 4.83 9181  6.55 112.88 542
household goods
Medical care 15.46 3.93 120.19 4.44 98.90 3.08 113.67 3.32
Transportation 103.25 13.83 102.19  15.33 95.78 7.93 119.79 18.37
Communications 97.80 3.55 97.38 3.46 96.99 3.17 10093 4.69
Recreational,
cultural goods & 100.11 2.07 10248 1.78 96.09 2.39 10490 2.69
services
Education 115.21 3.39 118.90 3.59 107.34 3.38 116.84 2.51
Restaurants and

119.20 192 129.01 1.86 101.33  1.65 108.09 2.70

cafes
Miscellaneous
goods and 117.01 11.48 115.93  9.91 12413 1250 100.91 16.38
service
Overall Consumer 44 45 19 112.44 100 103.14 100 113.65 100

Price Index

* The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.
** The data for that part of Jerusalem governorate which were annexed by Israel in 1967.
*** Relative weight for consumer prices by major groups of expenditure and region based on the Expenditure and

Consumption Survey 2010.
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5 - Balance of Payments’

The balance of payments is an organized summary record of all economic transactions between
residents in Palestine and non-residents during the time, usually one year. The balance of payments
consists of two accounts, the current account, capital and financial account. The current account
includes four sub-accounts as follows (trade balance of goods, trade balance of services, balance of
income and balance of current transfers). The capital and financial account consists tow accounts,
capital account (capital transfers and the acquisition of assets that are non-financial and non-produced
or disposal of them), and the financial account (foreign direct investment, foreign portfolio investment,
and foreign other investments and reserve assets).

The trade balance deficit increased by 15.9% in 2014 compared to 2013, to USD 5,483.2 million,
which was 70.5% of imports. The increase in the trade balance deficit in 2014 was due to an increase
of 10.9% in total exports of goods and services to USD 2,297.9 million, while total imports of goods
and services increased by 14.4% to USD 7,781.1 million. As the figure below shows. The trade balance
deficit exacerbated especially during 2009-2014 because of a steady increase in exports and imports.
However, the value of deficit to imports fell from 77.1% in 2009 to 70.5% in 2014 because the value of
exports of goods and services increased by more than the increase in the value of imports during that
period. The value of exports increased by 102.8% during the mentioned period, the value of imports
increased by 57.4% (See figure below).

Trade balance of goods and services in Palestine, 2009- 2014
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Despite of the increasing of balance trade deficit, the current account deficit in Palestine during
2014 decreased by 41.8% compared with 2013 to USD 1,386.5 million. This decline was due to a
rise of the value of net current transfers, and also a rise of the value of net income (See table 7).

Table 7: Balance of Payments in Palestine, 2009- 2014
Value in USD million

Item 2009 2010 2011 2012 2013 2014*

First: Current account 1,143.4- 1,306.9- -2,069.6 -1,821.0 -2,383.4  -1,386.5

(net)

1. Goods (net) 33712  -3452.7 -3,7792  -41357  -4682.7  -5394.3

2. Services (net) -438.7 4443 1446 -293.2 495 -88.9

3. Income (net) 525.6 599.1 749.5 857.5 11603  1,381.3
g;rglzigzﬁ(ﬂgt‘)’f 486.2 577.4 735.7 8222 11397 12976

Investment income (net) 394 21.7 13.8 35.3 20.6 83.7

4. Current transfers

2,140.9 1,991.0 1,104.7 1,750.4 1,188.5 2,715.4
(net)

Second: Capital and

. . 1,149.3 1,029.7 2,035.5 1,522.5 2,144.6 1,393.6
financial account (net)

1. Capital account (net) 713.0 828.2 640.0 588.2 551.3 330.1
Capital transfers (net) 713.0 828.2 640.0 588.2 551.3 330.1

Acquisition / disposal
of non- financial, non- 0.0 0.0 0.0 0.0 0.0 0.0
financial assets (net)

2. Financial account

436.3 201.5 1,3955 9343 15933  1,063.5
(net)

Foreign Direct 2312 121.9 4774 203 224.0 156.1
investment (net)
Foreign Portfolio 1808 -367.4 1211 16.2 186.8 553
investment (net)
Foreign Other 374.8 4834 10055 10872 12036 9499
investment (net)
Change in Reserve 1.1 -36.4 337 -166.0 211 12.8
assets

Third: Net errors and 5.9 2772 34.1 208.5 238.8 7.1

omissions
* Quarterly preliminary data

The netincome accounts increased by 19.0% in 2014 compared with 2013 to USD 1,381.3 million,
the increasing in income accounts as a result of increasing of net compensation of employees by 13.9%,
and also arise in net investment income by 306.3%. As figure below show, received compensation of
employees from abroad continuous increasing since 2009, reached to USD 1,298.4 million in 2014,
which is the highest during this period, and an increase of 166.6% compared with 2009. Received
compensation of employees contributed 87.6% of total received income account, while investment
income covered the rest.




Trend of received compensation of employees and received investment income
from abroad in Palestine, 2009- 2014
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Net current transfers increased by 128.5% during 2014 to USD 2,715.4 million. Received current
transfers from abroad increased by 70.2% during 2014 to USD 3,170.2 million, compared with USD
1,862.9 million in 2013, this reflects the heavy dependency of the Palestinian economy on current
transfers received from abroad to support the general budget and the extent of external transfers to
the private sector.

On the other hand, Received capital transfers from abroad decreased by 40.1% to USD 330.1
million in 2014 compared with USD 551.3 million in 2013. Received capital transfers fluctuated
during 2009- 2014, reaching their highest level during 2010 as a result of the political changes in
Palestine during that period, but gradually decreased to their lowest value in 2014 (See figure below).

Trend of received current and capital transfers from abroad in
Palestine, 2009- 2014
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6 - International Investment Position (11P)

The International Investment Position (IIP) is defined as an accounting sheet record of the investments
stocks of residents in Palestine (individuals, institutions and governments) invested in the rest of the
world abroad under the name of (assets), plus the investments stocks owned by residents outside
Palestine (individuals, institutions and governments) invested in Palestine under the name of (liabilities).

The net international investment position (IIP) for Palestine increased by 40.2% during 2014 to
a total of USD 1,234.0 million compared with USD 880.0 million in 2013. As result of increasing
the total stocks of external assets for Palestine and decreasing the total stocks of foreign
liabilities in Palestine in 2014. The total stocks of external assets had increased by 2.1% by the
end of 2014 to USD 5,950.0 million. Foreign direct investment abroad contributed 2.8%, portfolio
investments abroad represented 19.9%, other investments abroad represented 66.0% (currency and
deposits represented 95.7% of them), and reserve assets formed 11.3%. The total stocks of foreign
liabilities in Palestine decreased by 4.7% during 2014 to USD 4,716.0 million. Foreign direct investment
in Palestine contributed 52.0%, portfolio investments in Palestine formed 15.1%, and other investments
in Palestine contributed 32.9% (See table 8).

Table 8: International Investment Position (IIP) in Palestine at the end of the years, 2009- 2014
Value in million USD

Item 2009 2010 2011 2012 2013 2014
International

investment position 1,562.0 1,286.0 721.0 667.0 880.0 1,234.0
(net)*

Total external assets 5,570.0 5,423.0 5,233.0 5,262.0 5,828.0 5,950.0

Foreign direct investment

149.0 241.0 192.0 232.0 171.0 167.0
abroad

Portfolio investments

abroad 941.0 938.0 1,147.0 1,030.0 1,005.0 1,183.0

Other investments abroad 3,985.0 3,713.0 3,397.0 3,336.0 3,967.0 3,928.0

Reserve assets 495.0 531.0 497.0 664.0 685.0 672.0

Total foreign liabilities 4,008.0 4,137.0 4,512.0 4,595.0 4,948.0 4,716.0

Foreign direct investment

in Palestine 1,959.0 2,175.0 2,328.0 2,336.0 2,459.0 2,453.0

Foreign portfolio

. . . 615.0 612.0 611.0 676.0 768.0 710.0
investments in Palestine

Foreign other investments

. ; 1,434.0 1,350.0 1,573.0 1,583.0 1,721.0 1,553.0
in Palestine

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



7- €xternal Debt

The External Debt is defined as an accounting sheet records the debt stocks on Palestinian economy
sectors due to nonresidents, which include (loans from nonresident, the nonresidents deposits
deposited in the banks sector in Palestine, the Palestinian bonds purchased by nonresidents, debt
transactions between the non-resident enterprises and fellow enterprises in Palestine, in addition to

any other liabilities on Palestinian economy).

The Gross external debt position on Palestine decreased by 9.7% during 2014 to a total of USD
1,557.0 million compared with USD 1,725.0 million in 2013. General government contributed
69.9% of the gross external debt position as USD 1,089.0 million, and the external debt on banks

working in Palestine represented 25.9% as USD 404.0 million.

Table 9: Gross external debt position on the economic sector in Palestine at the end of the

years, 2011 - 2014
Value in USD million

Economic Sector 2011 2012 2013 2014*
General Government 1,114.0 1,097.0 1,109.0 1,089.0
Monetary Authorities 0.0 0.0 0.0 0.0
Banks 359.0 443.0 552.0 404.0
Other Sectors 100.0 43.0 60.0 60.0
Direct investment: lending between affiliated 24.0 18.0 4.0 4.0
Gross External Debt Position 1,597.0 1,601.0 1,725.0 1,557.0

*Represents the data for fourth quarter 2014
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8-Public Finance®

The current Palestinian budget deficit decreased by 3.9% in 2014 to USD 1,327.3 million
compared with USD 1,381.7 million in 2013. This was mainly due to a rise in total net revenues that
was higher than the rise in government expenditure. And a decrease in the external support to cover
the budget deficit, the total value of external support was USD 1,029.7 million compared with USD
1,255.3 million in 2013 (See figure below).

Components of general budget in Palestine, 2009- 2014
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* Current deficit does not include development expenditure.

Total net revenues increased by 18.9% to USD 2,750.0 million in 2014, Gross domestic revenues
(tax and non-tax) accounted for 31.7% of total net revenues and reached to USD 872.4 million
in 2014, as the figure above, total net revenues increased during 2009-2014 by 72.1%, accounted for
14.4 annually.

Gross domestic tax revenues accounted for 21.9% of total net revenues in 2014, and totaled
USD 601.9 million, while domestic non tax revenues accounted for 9.8% of total net revenues
in 2014 and totaled USD 270.5 million. Gross domestic tax revenues have risen continuously since
2007 as a result of government reforms in the tax collection, in line with Reform and Development
Plan, which the government has embarked on the implementation. It peaked in 2014 (See two figures
follow), and reflects the low proportion of the total domestic tax revenues from the total net revenues
weakness of the tax base for Palestine and its dependence on other sources to cover expenses.

8 Public financial statements do not include local governments (local councils and municipalities), the data during Ministry of
finance, and the data at commitment basis.



Gross domestic tax revenues in Palestine, 2009- 2014
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Domestic non tax revenues in Palestine, 2009- 2014
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As for the gross clearance revenues, it increased in value by 21.5% during 2014 compared with
previous year, and reached to USD 2,053.5 million and constituted 74.7% of total net revenues
in 2014. This may be attributed to greater control over the commitment of traders to submit defrayal
bills to the Palestinian state, in addition to the high volume of imports from foreign countries and Israel.
As the figure below, the clearance revenues increased steadily since 2009, which reflects the extent
of the reliance of Palestine’s general budget on Israel (See figure follow).



Gross clearance revenues in Palestine, 2009- 2014
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Conversely, total government expenditure increased by 10.4% in 2014 to USD 4,077.3 million
compared with USD 3,694.1 million in 2013. Salaries and wages are constituted more than half
of government expenditure in Palestine. The total salaries and wages bill was USD 2,055.0 million
in 2014, making up 50.4% of total expenditures (See two Figures below).
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9 — Banking Sector

Table 10: Main indicators of banking sector in Palestine, 2009- 2014
Value in USD million

Indicator 2009 2010 201 2012 2013 2014
Total credit facilities 2,234.2 2,885.8 3,550.7 4,199.3 4,480.1 4,895.9
Total deposits 6,296.8 6,802.4 6,972.7 7,484.1 8,303.7 8,935.3
Total consumer loans 76.6 144.3 415.2 783.0 885.6 921.8

The value of total deposits in bank sector during 2014 was USD 8,935.3 million, recorded an
increase of 7.6% compared with the year 2013, where the value of deposits to resident individuals
was USD 6,175.1 million, accounted to 69.1% of the total value of deposits in 2014, while deposits to
the Palestinian Central Government reached to USD 612.3 million, represented 6.9% of the total value
of deposits.

The value of total credit facilities were provided by bank sector USD 4,895.9 million, recorded
an increase of 9.3% compared with the year 2013, where the credit facilities provided to the
public sector amounted to USD 1,239.8 million, represented 25.3% of the total value of the credit
facilities, while the value of the facilities provided to finance consumption loans was USD 921.8 million,
represented to 18.8% of the total value of credit facilities, and the value of the facilities offered to
finance cars and vehicles was USD 165.1 million, accounted for 3.4% of the total value of the credit
facilities.

The average interest rate on loans to the USD price recorded a decrease of 14.6% in 2014 to
reach 6.41%, while the average interest rate on USD deposits of up to 0.83%.
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Annexes
Average exchange rate of USD to NIS during 2009- 2014

2009 2010 2011 2012 2013 2014

Annual average 3.93 3.73 3.58 3.86 3.61 3.58









