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Preface

Consistent with the mandate of the PCBS to develop and update statistical reports, we are
pleased to release this report on the Performance of the Palestinian Economy for 2016. The
report highlights the main economic indicators for 2016, as compared to the situation in
2015.

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 2016 to help measure
past performance. The report also aims to assist researchers and decision makers in the
analysis and planning of economic policies in the future.

May, 2017 Ola Awad
President of PCBS
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Summary of Performance of the Palestinian
Economy

Gross Domestic Product (GDP) in
Palestine grew by 4.1% during 2016. As
a result, GDP per capita grew by 1.2%
to USD 1,765.9. The growth rate in GDP
varied between the West Bank and Gaza
Strip during the year 2016, the GDP growth
rate in Gaza Strip was 7.7% compared to
3.0% in the West Bank, the GDP value in
Gaza Strip remained lower than its value
before the Israeli aggression on Gaza Strip
in July 2014. As a result of this variation
in growth rates, Gaza Strip contribution
to GDP increased to reach 24.3% in 2016
compared to 23.5% in 2015, and the GDP
per capita in Gaza Strip recorded a slight
increase, but it still a 45.5% of the GDP per
capitainthe West Bank. The value added for
all economic activities increased during the
year 2016, with the exception of agriculture
and wholesale and retail trade activities;
the transport and storage recorded highest
increase in 2016, the services and other
branches activities still represented the
largest contribution to GDP in both the
West Bank and Gaza Strip.

The labor force increased in 2016 by
2.9%, toreach 1,324.1 thousand persons,
while participation rate in labor force
decreased to 46.5%. While, the number
of employed persons rose by 1.7%, the
unemployment rate increased in Palestine
to 27.1% in 2016 compared to 26.1% in
2015, unemployment rate rose due to
rising of employed persons with lower than
the rising of size of the labor force.

During 2016, the nominal average daily
wage in Palestine increased by 5.1% to
NIS 107.5, while real average daily wage
rose by 5.3% during the same period.
Furthermore, the average value added per
employed person in Palestine rose by 2.5%

in 2016 compared with 2015.

The number of employed persons rose
in economic activities in Palestine in
2016, with the exception of agriculture
activities, industry activities and
services and other branches activities.
The information and communications
activities recorded the highest increase in
the number of employed persons, followed
by wholesale and retail trade activities and
construction activities. In the West Bank,
all of the economic activities recorded
an increase in the number of employed
persons with the exception of agriculture,
services and other branches activities,
while in Gaza Strip all of the economic
activities recorded an increase, except for
the activities of agriculture, industry and
transportation and storage. However, the
percent contribution for the employed
persons in economic activities during 2016
remained similar to its level of 2015.

Services and other branches activities
ranked first in the Palestinian economy
in terms of the value added and labor,
followed by wholesale and retail trade
activities, then industry activities, while
the value added in the transportation and
storage activities and agriculture activities
contribution to GDP was low. Asregards the
average value added per employed person,
the information and communications
activities took first place, followed by
services and other branches activities, then
industry activities. 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 transportation and storage activities

then agriculture activities.
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The consumer’s price index in Palestine
decreased by 0.22% during 2016 to
110.75 compared to 110.99 in 2015
(base year 2010). The decline in the
consumer’s price index during 2016 was
mainly attributed to the lower prices of
some commodities within major groups
with the highest relative weight, such as
prices of food and soft drinks groups.

The Value of current account deficit
in Palestine decreased by 34.7% in
2016 compared to 2015 to attain USD
1,348.0 million. This decrease in the
current account deficit was due to a sharp
rise in the value of net current transfers,
which increased by 57.9%; in the same
time, the value of net income account
decreased by 7.8% as a result of a drop in
the net compensation of employees by
5.1% and the decrease in the value of net
investment income by 101.0%. On the
other hand, received capital transfer from
abroad fell by 15.5%, to reach USD 430.8
million in 2016.

The net international investment
position (IIP) for Palestine increased
by 24.7% during 2016 to a total of USD
1,289.0 million. Following the increase in
total stocks of external assets by 1.8% at the
end of 2016 and the drop in the total stocks
of foreign liabilities in Palestine by 2.9%
compared to 2015. Conversely, external
debt position on Palestine decreased by
3.7% in 2016 to reach USD 1,606.0 million.

IDDDDD

The current deficit of Palestinian
government budget decreased by
38.2%, amounting to USD 753.6 million
in 2016. In addition to a decrease in the
level of external support to cover the deficit
of Palestinian government budget with
a total value of USD 606.7 million (14.4%)
in 2016. This decline in budget deficit
stems from the rise of the total public net
revenues by 26.5%, despite the increase in
current expenditures and net lending by
6.9% in 2016, compared 2015.

Gross domestic tax revenues totaled USD
626.1 million and accounted for 17.6%
of total public net revenues in 2016,
while gross domestic non-tax revenues
accounted for 16.9%, earmarked collections
accounted for2.4%, total clearance revenues
constituted 65.8% in 2016, representing a
decline compared to 2015.

The total value of deposits increased
by 9.7% in 2016, at the end of the year
rising to USD 10,595.8 million. Resident
individual deposits constituted 66.3%
of total deposits, while the share of the
Palestinian Central Government was 5.0%.
The total credit facilities provided by the
banking sector in 2016 rose by 17.9% to
reach USD 6,865.9 million.

Note: The data for gross domestic product, labor
force, balance of payments excludes that part
of Jerusalem governorate which was annexed
forcefully by Israel following its occupation of the
West Bank in 1967.
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Economic Performance in 2016

1 - Gross Domestic Product (GDP)!™"

The Gross Domestic Product (GDP) in Palestine grew by 4.1% during 2016, showing a
slight increase compared to its 3.4% level in 2015. The Palestinian economy exhibited
an increase of 6.3% in 2012 and decline by 0.2% in 2014, before it increased again to 4.1%
in 2016.

The growth rates in GDP varied between the Gaza Strip and the West Bank in 2016,
where the growth rate in Gaza Strip reached 7.7% compared to 3.0% in the West Bank.
The growth in Gaza Strip, resulted most importantly from the continuing in reconstruction
efforts of Gaza Strip, and reduced restrictions on the importation of goods and raw
materials, as well as increased aid and assistance sent to the Strip. Despite this remarkable
growth in Gaza Strip during 2016, the GDP value remained lower than its value before the
Israeli aggression on Gaza Strip in July 2014, which culminated in significant deterioration
in the infrastructure and economic activity. As shown in Table 1, the strip witnessed steady
growth in 2012 by 7.0%, but significant fall in 2014, where GDP dropped by 15.1% following
the Israeli aggression and siege on Gaza Strip before rising again by 7.7% in 2016. In the
West Bank, GDP growth rate dropped from 6.0% in 2012 to 1.0% in 2013, then rose again to
3.0% in 2016. This is mainly due to continued Israeli restrictions on the economic activity
and the financial crisis faced by the State of Palestine, especially with the dramatic decline
in external aid.

Due to this variation in growth rates, the contribution of Gaza Strip to GDP slightly
rose to 24.3% during 2016 compared to 23.5% in 2015. It s still significantly lower than
its level in 2005, where it represented 37.4%. As shown in the following figure, the GDP
of Gaza Strip (at constant prices) reached USD 1,952.1 million in 2016, while the GDP for
Palestine stood at USD 8,037.0 million.

M The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its occupation
of the West Bank in 1967, and the data for GDP and its components for 2016 are preliminary based on quarterly
estimates and will be revised; there are some minor differences in the values of variables due to the convergence of

standard treatment processes on the computer.
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GDP by region, 2011- 2016 at constant prices: base year 2004
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The GDP per capita in Palestine grew by 1.2% in 2016 compared to 2015, rising to USD
1,765.9. This growth resulted from minor higher increase in GDP compared to population
growth. Still, the standards of living in Palestine during 2016 remained lower than during
2012, when it stood at USD 1,807.5. As a result of the verified GDP growth, the GDP per capita
in Gaza Strip increased by 4.2%, and by 0.5% in the West Bank during 2016. (See figure below).

GDP per capita by region, 2011- 2016 at constant prices: base year 2004
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Although GDP per capitainWest Bankand Gaza Stripincreased during 2016, the gap remained
unchanged. The GDP per capita in Gaza Strip totaled USD 1,037.7 in 2016 compared to USD
2,278.9 in the West Bank. This means that GDP per capita in Gaza Strip represented 45.5% of
the GDP per capita in the West Bank in 2016, remained higher than its level in 2015, which
was 43.9%. Nonetheless, it was lower than its rate in 2005, when it was 90.7%.
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Table 1: Main Economic Indicators by region, 2011- 2016 at constant prices: base year 2004

Value in USD million

Indicator
Palestine
Gross Domestic Product (GDP) 6,882.3 7,314.8 7,477.0 7,463.4 7,719.3 8,037.0
Final Consumption* 8,086.8 8,821.6 8,558.8 8,813.1 9,296.9 9,526.1
Gross Capital Formation 1,326.0 1,578.1 1,644.0 1,415.3 1,549.1 1,638.1
Net Exports of goods and services -2,530.5 -3,084.9 -2,725.8 -2,765.0 -3,126.7 -3,127.2

Number of Population (thousand person) 3,927.1 4,046.9 4,169.5 4,294.6 4,422.2 4,551.5

GDP per capita (USD) 1,752.5 1,807.5 1,793.3 1,737.4 1,744.5 1,765.9
West Bank

Gross Domestic Product (GDP) 5,101.2 5,409.0 5,464.3 5,754.3 5,906.1 6,084.9

Final Consumption* 5,754.1 6,253.2 6,167.1 6,328.4 6,757.8 7,000.6

Gross Capital Formation 1,193.1 1,443.6 1,543.1 1,624.9 1,670.8 1,585.8

Net Exports of goods and services -1,846.0 -2,287.8 -2,245.9 -2,199.0 -2,522.5 -2,501.5

Number of Population (thousand person) 2,3384 2,402.6 2,468.1 2,534.6 2,602.2 2,670.4

GDP per capita (USD) 2,181.5 2,251.3 2,214.0 2,269.3 2,267.2 2,278.9
Gaza Strip

Gross Domestic Product (GDP) 1,781.1 1,905.8 2,012.7 1,709.1 1,813.2 1,952.1

Final Consumption* 2,332.7 2,568.4 2,391.7 2,484.7 2,539.1 2,5255

Gross Capital Formation 132.9 134.5 100.9 -209.6 -121.7 523

Net Exports of goods and services -684.5 -797.1 -479.9 -566.0 -604.2 -625.7

Number of Population (thousand person) 1,588.7 1,644.3 1,701.4 1,760.0 1,820.0 1,881.1

GDP per capita (USD) 1,121.1 1,159.0 1,182.9 971.1 996.3 1,037.7

* Data include net errors and omissions.

The value added of economic activities rose in Palestine during the year 2016, with
the exception of agriculture and wholesale and retail trade activities. Transportation
and storage activities recorded the highest increase by 14.6%, followed by industry with
7.0%, then service and other branches activities 6.3%, and construction by 5.9%, and for the
information and communications activities it was 0.3%. In contrast, agriculture activities fell
by 11.0%, and wholesale and retail trade activities by 1.9%. (See Table 2).
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Table 2: Value added of economic activities by region 2011 - 2016, at constant
prices: base year 2004

Value in USD Millions

Economic Activity

Palestine
Agriculture 408.7 339.1 309.9 286.4 265.7 236.6
Industry 963.3 1,091.6 1,158.5 1,105.4 1,041.9 1,114.6
Construction 728.5 715.1 758.7 547.3 567.7 601.1
Wholesale and retail trade 1,228.1 1,304.9 1,295.1 1,319.9 1,410.2 1,383.9
Transportation and storage 108.5 115.1 127.6 129.7 157.1 180.1
Information and communications 441.0 468.3 452.7 436.9 441.8 4433
Services and other branches 3,004.2 3,280.7 3,374.5 3,637.8 3,834.9 4,077.4

West Bank
Agriculture 249.0 228.7 193.0 197.1 178.5 157.0
Industry 764.0 896.9 953.9 956.1 891.7 951.3
Construction 4494 4223 4454 469.9 453.2 448.5
Wholesale and retail trade 1,014.4 1,051.4 1,019.0 1,052.7 1,104.8 1,067.9
Transportation and storage 95.3 93.2 104.5 106.9 1314 153.7
Information and communications 4354 459.6 443.9 428.1 431.7 432.8
Services and other branches 2,093.7 2,256.9 2,304.6 2,543.5 2,714.8 2,873.7

Gaza Strip
Agriculture 159.7 110.4 116.9 89.3 87.2 79.6
Industry 199.3 194.7 204.6 149.3 150.2 163.3
Construction 279.1 292.8 3133 774 114.5 152.6
Wholesale and retail trade 213.7 2535 276.1 267.2 305.4 316.0
Transportation and storage 13.2 21.9 23.1 228 25.7 26.4
Information and communications 5.6 8.7 8.8 8.8 10.1 10.5
Services and other branches 910.5 1,023.8 1,069.9 1,094.3 1,120.1 1,203.7

The growth rates varied in economic activities between the West Bank and Gaza Strip
in 2016, and it was generally higher in Gaza Strip than in the West Bank. Industry grew
by 8.7% in Gaza Strip compared to 6.7% in the West Bank, Services and other branches
activities grew by 7.5% in Gaza Strip, compared to 5.9% in the West Bank, and information
and communications activities grew by 4.0% in Gaza Strip compared to 0.3% in the West
Bank. While the transportation and storage activities in Gaza Strip grew by 2.7% compared
to 17.0% in the West Bank. On the other hand, the Wholesale and retail trade increased by
3.5% in Gaza Strip while it declined by 3.3% in the West Bank, and the construction activities
in Gaza Strip grew by 33.3% mainly due to continuously in reconstruction, while in the West
Bank fell by 1.0%. In contrast, agriculture activities in the West Bank and Gaza Strip declined
by 12.0%, 8.7% respectively.
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The disparity in growth rates was reflected on the contribution of economic activities
in the gross domestic product in Palestine in 2016. Indeed, the contribution of
services and other branches, industry, construction and transportation, and storage
activities increased, while contribution of wholesale and retail trade, information and
communications, and agriculture activities dropped. The contribution of services and
other branches activities to the GDP increased to reach 50.8%. This increase is attributed
to the rapid growth in these activities during the year 2016 compared to other activities
that showed either slow growth or a decrease. In the outcome, services and other branches
activities represented about half of the GDP. This may be explained by the fact that the
services and other branches activities include 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. While the contribution of the industry
activities to the GDP rose to 13.9%, the construction activities increased their contribution to
GDP up to 7.5%, and the transportation and storage activities, increased their contribution to
GDP to 2.2%. While wholesale and retail trade activities dropped their contribution to GDP
17.2%, the contribution of information and communications activities to the GDP declined
to reach 5.5%, and the agriculture activities declined its contribution to GDP to 2.9%.

The structure of the economic activities differed between the West Bank and Gaza Strip
during 2016, but the services and other branches activities remained the largest contributor
to GDP in both regions; its share stood at 61.6% of GDP in Gaza Strip while it constituted 47.3%
of GDP in the West Bank. The wholesale and retail trade activities ranked second, contributing
17.6% of GDP in the West Bank versus 16.2% in Gaza Strip. In contrast, the industry activities share
stood at 15.5% in the West Bank versus 8.4% in Gaza Strip, the construction activities contributing
7.8% of GDP in Gaza Strip versus 7.4% in the West Bank. The information and communications
activities accounted for 7.1% in the West Bank, versus 0.5% in Gaza Strip, while the agriculture
activities, contributed 4.1% in Gaza Strip versus 2.6% in the West Bank, the transportation and
storage activities, share was 2.5% in the West Bank versus 1.4% in Gaza Strip. (See figure follow).

Percentage contribution of economic activities to GDP by region, 2016 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 mobility of people,
goods and capital. Table (3) shows the main labor market indicators in the period 2011-2016.

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

2011- 2016
Indicator 2011 2012 2013 2014 2015 2016
Palestine
Labor force (thousand person) 1,012.7 1,085.8 1,137.5 1,242.3 1,286.8 1,324.1
Employed persons (thousand person) 790.9 829.4 865.4 900.6 947.1 963.4
Participation rate (%) 434 444 445 46.7 46.7 46.5
Unemployment rate (%) 21.8 235 23.8 27.2 26.1 27.1
Nominal average daily wage (NIS) 85.4 89.3 95.2 100.1 1023 107.5
Real average daily wage (NIS)* 83.0 84.5 88.5 91.5 92.2 97.1

Average value added per employed

person* (USD/ employed person) 9,344.6 9,564.3 9,585.9 9,277.1 9,139.6 9,366.0

West Bank
Labor force (thousand person) 671.2 7144 7413 798.5 816.1 827.7
Employed persons (thousand person) 547.3 583.1 598.4 652.2 670.4 674.1
Participation rate (%) 46.4 46.9 46.5 48.0 47.5 46.7
Unemployment rate (%) 184 19.7 19.0 18.0 17.5 18.3
Nominal average daily wage (NIS) 94.7 99.3 107.4 111.3 1183 126.0
Real average daily wage (NIS)* 91.5 92.1 96.7 99.0 103.9 110.7

Average value added per employed

person** (USD/ employed person) 10,349.4 10,637.2 10,651.7 10,347.6 10,399.9 10,697.8

Gaza Strip
Labor force (thousand person) 341.5 371.4 396.2 443.8 470.7 496.4
Employed persons (thousand person) 243.6 256.3 267.0 248.4 276.7 289.3
Participation rate (%) 384 40.1 41.2 444 453 46.1
Unemployment rate (%) 28.7 31.0 326 439 41.0 41.7
Nominal average daily wage (NIS) 61.6 64.3 63.3 64.0 61.9 61.7
Real average daily wage (NIS)* 61.2 63.6 63.1 62.1 59.0 59.3

Average value added per employed

person** (USD/ employed person) 7,311.6 7,435.8 7,538.2 6,880.4 6,552.9 6,747.7

*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 doesn’t include the
employees in Israel and settlements and abroad.

21 The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its occupation
of the West Bank in 1967.
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The size of labor force increased by 2.9% in 2016 compared to 2015, reaching 1,324.1
thousand employed persons, however, the labor force participation rate decreased,
from 46.7% in 2015 to 46.5% in 2016. This was due to the fact that the rise of the number
of persons entering the labor market in 2016 was lower than the increase in the total
manpower. The labor force participation rate varied between the West Bank and Gaza Strip,
it was 46.7% in the West Bank in 2016, compared to 46.1% in Gaza Strip. This figure shows
some improvement in Gaza Strip, since it stood at 45.3% in 2015. This same figure decreased
in the West Bank from its 47.5% level in 2015. This is due to the fact that the increasing rate
in size of the labor force in Gaza Strip during 2016 was higher than the increasing rate in the
total manpower. Conversely, the increasing rate in size of the labor force in the West Bank
during 2016 was lower than the increasing rate in the total manpower.

The number of employed persons in 2016 rose by 1.7% compared to 2015, totaling
963.4 thousand in Palestine compared to 947.1 thousand in 2015. In Gaza Strip, the
number of employed persons increased by 4.6% versus to 0.6% in the West Bank in 2016.

Unemployment rate rose for work in Palestine to 27.1% in 2016 compared to 26.1%
in 2015. Unemployment rate rose due to rising of employed persons with lower than the
rising of size of the labor force. It increased in the West Bank and Gaza Strip to reach 18.3%,
41.7%, respectively in 2016, compared to 17.5%, 41.0% in 2015.

Unemployment rate by region, 2011- 2016
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In 2016, the nominal and real average daily wage increased in Palestine, where the
nominal average daily wage grew by 5.1%, while real average daily wage rose by 5.3%
in the same period, due to the change in prices. As shown in table (3), the nominal average
daily wage was NIS 107.5 during the year 2016 while the real average daily wage was NIS
97.1 (See figure follow). The nominal and real average daily wage in the West Bank was
higher than in Gaza Strip. Indeed, the nominal average daily wage in the West Bank stood at
NIS 126.0 compared to NIS 61.7 in Gaza Strip. As for the real average daily wage, it was NIS
110.7 in the West Bank and NIS 59.3 in Gaza Strip.
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Average nominal and real daily wages in NIS in Palestine 2010- 2016: base year 2010
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Average value added per employed person in Palestine rose by 2.5% during the year
2016 compared to 2015. As the figure below shows, average value added per employed
person fluctuated during 2011- 2016: it reached to its highest level in 2013 with USD 9,585.9
per employed person, before it gradually fell to its lowest level to USD 9,139.6 per employed
person in 2015. The average value added per employed person varied between the West
Bank and Gaza Strip to represent USD 10,697.8 per employed person in the West Bank,
compared to USD 6,747.7 in Gaza Strip. Average value added per employed person is an
importantindicator 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, 2011- 2016
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Economic activities witnessed an increase in the number of employed persons in
Palestine in 2016, except for agriculture, industry and services and other branches
activities. information and communications activities recorded the highest increase in the
number of employed persons, it increased by 19.8% in 2016 compared to 2015, followed by
wholesale and retail trade activities with 13.7%, then construction activities by 12.6%, and
transportation and storage activities by 7.1%. On the other hand, the number of employed
persons in agriculture activities decreased by 15.2%, services and other® branches activities
by 3.6%, and industry activities by 0.3% compared with 2015.

The percent change in the number of employed persons in economic activities differed
between the West Bank and Gaza Strip during the year 2016. In the West Bank, the
economic activities recorded an increase in the number of employed persons except for
the agriculture, services and other branches activities, whereas in Gaza Strip the economic
activities recorded anincrease in the number of employed persons, except for the agriculture,
industry and transportation and storage activities. The information and communications
activities recorded the highest increase with 25.5% in the number of employed persons
during the year 2016 in the West Bank, followed by transportation and storage activities
with 12.9% then wholesale and retail trade activities by 11.3% then construction activities
with 5.2% and industry activities by 0.7%. Conversely, the agriculture activities recorded
a decrease of 15.7% in the West Bank and in the services and other branches activities by
6.4%. In Gaza Strip, the construction recorded the highest increase with 52.5% followed
by wholesale and retail trade activities by 19.3% then information and communications
activities of 9.7% and services and other branches activities of 0.1%. Conversely, 2016
witnessed a decrease of 13.6% in the number of employed persons in agriculture, industry
activities by 5.7%, then transportation and storage activities with 2.3%. (See table 4).

B including government employees
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Table 4: Number of employed persons* by economic activity and region, 2011- 2016

Economic Activity 2012 2013 2014 2015
Palestine
Agriculture 93,000 91,100 84,100 85,400 73,200 62,100
Industry 89,300 98,200 101,100 107,800 115,900 115,500
Construction 69,900 74,800 77,800 71,900 77,200 86,900
Wholesale and retail trade 141,200 140,600 143,300 154,300 168,100 191,200
Transportation and storage 39,700 41,200 44,400 38,900 45,300 48,500
Information and communications 5,900 8,300 7,600 8,100 8,600 10,300
Services and other branches** 297,500 310,600 321,700 338,100 356,300 343,600
West Bank
Agriculture 69,600 69,700 61,600 64,000 54,800 46,200
Industry 74,500 82,300 84,600 93,000 96,500 97,200
Construction 55,400 55,000 59,200 66,900 65,200 68,600
Wholesale and retail trade 99,000 98,900 96,000 110,400 117,300 130,600
Transportation and storage 22,100 21,400 24,400 25,200 27,800 31,400
Information and communications 4,800 6,500 5,400 5,500 5,500 6,900
Services and other branches** 167,500 174,700 181,800 191,100 200,800 187,900
Gaza Strip
Agriculture 23,400 21,400 22,500 21,400 18,400 15,900
Industry 14,800 15,900 16,500 14,800 19,400 18,300
Construction 14,500 19,800 18,600 5,000 12,000 18,300
Wholesale and retail trade 42,200 41,700 47,300 43,900 50,800 60,600
Transportation and storage 17,600 19,800 20,000 13,700 17,500 17,100
Information and communications 1,100 1,800 2,200 2,600 3,100 3,400
Services and other branches** 130,000 135,900 139,900 147,000 155,500 155,700

* number of employed doesn't include the employees in Israel and settlements and abroad.
** including government employees

Despite the disparity in change rates in the number of employed persons in various
economic activities during the year 2016, the percentage distribution of employed
persons in these activities remained similar to that of 2015. Employed persons in
Palestine were largely concentrated in services and other branches activities, comprising
collectively 40.0% during the year 2016. This is followed by the number of employed persons
in wholesale and retail trade activities, marking 22.3%. Third come industry activities, with
13.5%. The figures varied significantly between the West Bank and Gaza Strip. In the West
Bank, employed persons in the service and other branches represented 33.0% compared to
53.9% in Gaza Strip. Employed persons in industry constituted 17.1% in the West Bank versus
6.3% in Gaza Strip. In the construction, the rate for the West Bank was 12.1% compared to
6.3% in Gaza Strip (See figure follow).
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Percentage distribution of employed persons by economic activity and region, 2016
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3 - Economic Activities*

The Palestinian economy encompasses 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, 2016

Average value added | Contribution | Nominal Real
Activit Contribution | per employed person to average average
4 to GDP (%) (Dollar/ employed | employment | daily wage | daily wage
person)* (%) (NIS) (NIS)™

Agriculture 29 3,810.0 7.2 49.9 45.1
Industry 13.9 9,650.2 135 74.4 67.2
Construction 7.5 6,917.1 10.1 91.8 829
Wholesale and retail trade 17.2 7,238.0 223 583 52.6
Transportation and storage 2.2 3,713.4 5.7 46.1 41.6
Information and communications 5.5 43,038.8 1.2 107.8 97.3
Services and other branches 50.8 11,866.7 40.0 100.4 90.7

*Value added per employed person = value added / number of employed persons excludes the employees in
Israel and settlements and abroad.

**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, the percentage contribution to GDP was 50.8% and in
employment 40.0% in 2016. The value added for services and other branches activities
was USD 4,077.4 million in 2016, which represents an increase of 6.3% compared to 2015,
and the number of employed persons was 343.6 thousand, showing a decrease of 3.6%
during the same period. Moreover, because the value added for these activities increased
more than the increasing of number of employed persons, then average value added per
employed person for services and other branches activities rose by 10.3% increasing to
USD 11,866.7 in 2016. Conversely, the nominal average daily wage for waged employees in
these activities increased to NIS 100.4, which is considered as the second highest of the main
economic activities (ranking after information and communications activities).

Industry activities contributed 13.9% to GDP, and employed 13.5% of employment
during the year 2016. The value added for industry activities in 2016 totaled USD 1,114.6
million, an increase of 7.0% compared to 2015. While the number of employed persons
declined by 0.3% compared to 2015, dropping to 115.5 thousand. As a result, the average
value added per employed person in industry activities rose by 7.3% in 2016, amounting to
USD 9,650.2 per employed person. Conversely, the nominal average daily wage of waged
employees in these activities increased to NIS 74.4 in 2016.

M The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its occupation
of the West Bank in 1967, also the data for employees and wages doesn't include the employees in Israel and
settlements and abroad.
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The Agriculture activities, contribution to GDP fell to 2.9%, and declined to constitute
7.2% of employment in 2016. The value added of the agriculture activities was USD 236.6
million in 2016, representing a fall of 11.0% compared to 2015; there was also a decrease in
the number of employed persons by 15.2% compared to 2015 with 62.1 thousand employed
persons. Since the decline in the value added of these activities was lower than the decrease
in the number of employed persons, the average value added per employed person in
agriculture activities grew by 5.0% in 2016 to reach USD 3,810.0. It is the lowest in 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 decreased to NIS 49.9.

Wholesale and retail trade is a vital activity in the Palestinian economy, contribution
to GDP fall to 17.2%, while grew to contribute 22.3% to employment in 2016. The value
added of wholesale and retail trade activities totaled USD 1,383.9 million in 2016, marking
a decline of 1.9% compared to 2015. With the increasing in the number of employed
persons by 13.7% compared to 2015, the number of employed persons in 2016 reached
191.2 thousand. Consequently, the average value added per employed person in wholesale
and retail trade activities fell by 13.7%, representing to USD 7,238.0 in 2016. The nominal
average daily wage of waged employees in these activities grew in 2016 to NIS 58.3.

The construction activities, contribution to GDP increased in 2016 to 7.5%, and in
employment to 10.1%. The value added in these activities totaled USD 601.1 million in
2016, being 5.9% higher than 2015, while the number of employed persons in the same
activities increased by 12.6% compared to 2015 and reached 86.9 thousand in 2016. Since
increase in the value added of these activities was lower than an increase in the number of
employed persons, the average value added per employed person in construction activities
decrease by 5.9% in 2016 to reach USD 6,917.1. Conversely, the nominal average daily wage
of waged employees in these activities grew to NIS 91.8. 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.

Building licenses are indicators of the status of construction in Palestine. During 2016,
the number of building licenses grew by 15.4% compared to 2015, totaling 10,633.0
license. Administrative records from the Ministry of Local Government showed that 63.9%
of licenses issued for new buildings. As the figure follow shows, there was a sharp increase
in number of licenses issued during 2011-2016, but with the exception of a slight decrease
witnessed in 2014.
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Number of building licenses* issued in Palestine, 2011- 2016
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*The data excludes boundary walls licenses.

On the other hand, the quantities of cement imported decreased by 8.3% in 2016
dropping to 1,744.1 thousand ton compared to 1,902.3 thousand ton in 2015. The
quantities of cement imported into the West Bank recorded decrease by 8.2% in 2016,
whereas in Gaza Strip, there was decline by 8.9%. (See figure below).

Quantities of cement imported by region, 2011- 2016
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4- Prices and Purchasing Power

The cost of living (consumer’s price index - CPI) decreased by 0.22% in Palestine during
2016 compared to 2015 to reach 110.75 (base year 2010). This decline is considered the
first one in Palestine since 2004, (See figure below). The decline resulted mainly from the
decrease in the housing group by 2.61%, it was followed by food and soft drinks, which marked
a decrease of 1.50%. The third reason for this decline came from the transportation group,
which exhibited a decrease of 0.80%. Conversely, alcoholic beverages and tobacco marked an
increase of 4.02% and the textiles, clothing and footwear increased as well by 2.85%.

Trends in consumer’s price index (CPI) in Palestine, 2010- 2016
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Changes in consumer’s prices varied by region in Palestine in 2016 compared to
previous year, prices a slight decreased by 0.08% in the West Bank™), and by 0.84%
in Gaza Strip, and the consumer’s price index in the Jerusalem'® recorded a decrease
by 0.96%. The three regions were all affected by the decrease in prices of some goods
within some major groups, especially cereals and its by products, poultry, milk products and
eggs, fuel and electricity. Consumer’s prices in the West Bank was mainly triggered by the
decline in the prices of housing by 3.22%, and food and soft drinks by 0.68%. However, in
Jerusalem, the decrease in the consumer’s price index was mainly due to price decreases in
transportation by 4.63%, housing by 2.62%, and food and soft drinks by 2.11%. In Gaza Strip,
prices decreased due to price decreases in medical care by 2.95%, food and soft drinks by
2.75%, housing by 1.60%, and furniture, household goods by 1.28%.

The relative weight of groups that make up the consumer’s price index in Palestine
can vary. As Table (6) shows, the food and soft drinks group has a higher relative weight
in the consumer’s basket in Palestine since they constitute approximately 35.0% of total
consumption. They are followed by transportation with approximately 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.

81 The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its occupation
of the West Bank in 1967.
61 Includes that part of Jerusalem which was annexed forcefully by Israel following its occupation of the West Bank in 1967.
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Table 6: Average consumer price Index numbers for 2016 and relative weight by
major groups of expenditure and region: base year 2010=100

Palestine West Bank” Gaza Strip Jerusalem™
Main groups . . . .
CPI Rel.atlv:* CcPI Rel-atlvs* CPI Re!atlv:* Pl Rel.atlvs*
Weight Weight Weight Weight

Food and soft drinks 106.20 35.02 108.87 34.96 101.55 41.18 109.84 23.67
e IS 166.00 431 | 160.46 522 | 147.96 232 | 17241 4.06
tobacco
Textiles, clothing and footwear | 112.40 6.29 121.74 5.79 90.29 7.09 125.63 6.91
Housing 105.46 8.87 108.93 8.83 97.26 8.73 112.72 9.28
Furniture, household goods 105.54 5.36 112.40 4.83 91.84 6.55 122.25 5.42
Medical care 117.99 3.93 124.90 444 95.13 3.08 120.68 3.32
Transportation 101.41 13.83 101.02 15.33 112.10 7.93 106.81 18.37
Communications 94.45 3.55 94.33 3.46 92.99 3.17 97.06 4,69
R, CRICRRESE ||y o 207 | 105.26 178 | 96.75 239 | 105.65 2.69
services
Education 124.69 3.39 131.65 3.59 110.37 3.38 122.85 2.51
Restaurants and cafes 125.55 1.92 132.63 1.86 112.73 1.65 116.04 2.70
Miscellaneous goods and

) 118.32 11.48 120.10 9.91 121.83 12.50 103.28 16.38
service
Consumer Price Index 110.75| 100.00 |113.80| 100.00 | 104.09| 100.00 |112.93| 100.00

* The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its
occupation of the West Bank in 1967.

** Includes that part of Jerusalem which was annexed forcefully by Israel following its occupation of the West
Bank 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 a set of period time, usually one
year. The balance of payments consists of two accounts: the current account and the capital
and financial account. The current account includes four sub-accounts, which are (trade
balance of goods, trade balance of services, balance of income and balance of current
transfers). The capital and financial account consists tow accounts: the capital account
(capital transfers and acquisition or disposal of non-produced non-financial assets), and the
financial account (foreign direct investment, foreign portfolio investment, and foreign other
investments and reserve assets).

The value of trade balance deficit decreased by 0.6% in 2016 compared to 2015, reach
USD 5,170.5 million. This decrease in the value of trade balance deficit resulted from the
increase in the value of total exports of goods and services by 4.0% in 2016, which reached
USD 2,432.2 million compared to an increase in the value of imports by a lower percentage of
0.9%, representing USD 7,602.7 million. Furthermore, the ratio of deficit to imports slightly
decreased to 68.0% in 2016, compared to 69.0% in 2015. As shown in the figure below,
the deficit in the trade balance value worsened significantly during the period 2011-2015
as a result of steady increase of imports compared to exports, before the deficit decreased
in 2016 due to the increase of exports of goods and services value by a larger percentage
compared to the increase in the percentage of the imports value during that period. (see
figure follow).

Trade balance of goods and services in Palestine, 2011- 2016
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The value of current account deficit in Palestine during 2016 decreased by 34.7%
compared to 2015, dropping to USD 1,348.0 million. This decline was due to a rise of
the value of net current transfers, which increased by 57.9% compared to 2015(See table 7)

71 The data excludes that part of Jerusalem governorate which was annexed forecefully by Israel following its occupation

of the West Bank in 1967.
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Table 7: Balance of Payments in Palestine, 2011- 2016

Value in USD million

e | o0 | 2002 ] 2013 ] 201 | 205 | 20t

First: Current account (net) -2,069.6 | -1,821.0| -2,383.4| -2,149.0| -2,065.7 | -1,348.0
1. Goods (net) -3,779.2| -4,135.7| -4,682.7 | -4,830.2| -4,300.4| -4,282.1
2. Services (net) -144.6 -293.2 -49.5 -206.5 -899.1 -888.4
3. Income (net) 749.5 857.5| 1,160.3| 1,482.5| 1,712.3| 1,578.6

Compensation of employees (net) 735.8 822.2 1,139.7 1,448.6 1,663.1 1,579.1

Investment income (net) 13.8 35.3 20.6 33.9 49.3 -0.5
4. Current transfers (net) 1,104.7| 1,750.4| 1,188.5| 1,405.2| 1,421.5| 2,243.9
Second: Capital and financial account (net) 2,035.5| 1,522.5| 2,144.6| 1,765.8| 2,450.7| 1,113.9
1. Capital account (net) 640.0 588.2 551.3 691.0 490.7 430.8

Capital transfers (net) 640.0 588.2 551.3 691.0 509.6 430.8

Acquisition / disposal of non- financial, non-

o ey o 0.0 0.0 0.0 0.0 -18.9 0.0
2. Financial account (net) 1,395.5 934.3| 1,593.3| 1,074.8| 1,960.0 683.1
Foreign Direct investment (net) 4774 29.3 224.0 -27.8 29.6 155.2
Foreign Portfolio investment (net) -121.1 -16.2 186.8 -179.0 124.6 -286.5
Foreign Other investment (net) 1,005.5 1,087.2 1,203.6 1,268.8 1,7143 546.3
Change in Reserve assets 337 -166.0 -21.1 12.8 91.5 268.1
Third: Exceptional financing 0.0 28.0 5.6 7.6 8.2 2.6
Fourth: Net errors and omissions** 34.1 298.5 238.8 383.2 -385.0 | ¥*¥*231.5

* Quarterly preliminary data.

** Net errors and omissions: It was calculated as the difference between the value of the Current account and
net Capital and financial account for the year 2011-2015.

*** Exceptional financing value was calculated in the net errors and omissions for the 2016 and will be updated
in previous years later.

The value of net income accounts decreased by 7.8% in 2016 compared to 2015,
totaling USD 1,578.6 million. The value of Compensation of employees received from
abroad contributed 92.0% of total value of received income account, while investment
income accounted for the rest. Notwithstanding 101.0% decrease in value of net investment
income in 2016, compared to decreasing value of net compensation of employees by 5.1%.
As is clear from the following figure, the value of compensation of employees received from
abroad had been steadily increasing between 2011 and 2015. Then it declined during the
year 2016 reaching USD 1,579.9 million, which is higher than the level of compensation of
employees received in 2011 by 114.5%.

DDDDD



PCBS: Performance of the Palestinian Economy, 2016

Trend of compensation of employees and investment income received from abroad in
Palestine, 2011- 2016
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The value of net current transfers increased by 57.9% during the year 2016 and reached
to USD 2,243.9 million. This is due to an increase in value of current transfers received
from abroad during the year 2016 by 44.1% reach to USD 2,702.6 million, compared to USD
1,875.4 million in 2015, reflects a heavy dependency 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
15.5% reached to USD 430.8 million during the year 2016 compared to USD 509.6
million in 2015. Received capital transfers were fluctuating during 2011- 2016, reaching
their highest level during 2014 totaling USD 691.0 million, but gradually decreased after
that, reaching their lowest value in 2016 (See figure below).

Trend of current and capital transfers received from abroad in Palestine, 2011- 2016
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6 - International Investment Position (lIP)

The International Investment Position (lIP) is defined as an accounting sheet records of
the investments stocks of residents in Palestine (individuals, institutions and government)
invested in the rest of the world (abroad) under the name of (assets), and 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 24.7%
during 2016 reaching USD 1,289.0 million, compared to USD 1,034.0 million in 2015.
It resulted from the increase of the total stocks of external assets for Palestine and
the decrease in the total stocks of foreign liabilities in Palestine in 2016. The total
stocks of external assets increased by 1.8% by the end of 2016, amounting to USD 6,138.0
million. Foreign direct investment abroad contributed 7.2%, portfolio investments abroad
represented 18.1%, other investments abroad represented 69.6% (currency and deposits
represented 91.8% of them), and reserve assets formed 5.1%. The total stocks of foreign
liabilities in Palestine decreased by 2.9% during 2016 compared with 2015 to USD 4,849.0
million. Foreign direct investment in Palestine contributed 53.4%, portfolio investments in
Palestine formed 13.6%, and other investments in Palestine contributed 33.0% (See table 8).

Table 8: International Investment Position (IIP) in Palestine at the end of the years
2011- 2016

Value in million USD

e | 2om ] 202 ) 2013 | 2014 ] 2015 ) 206

International investment position (net)** 721.0 667.0 880.0 1,385.0 1,034.0 1,289.0
Total external assets 5,233.0 5,262.0 5,828.0 6,139.0 6,030.0 6,138.0
Foreign direct investment abroad 192.0 232.0 171.0 358.0 445.0 445.0
Portfolio investments abroad 1,148.0 1,030.0 1,005.0 1,171.0 1,088.0 1,110.0
Other investments abroad 3,397.0 3,336.0 3,967.0 3,937.0 3,916.0 4,270.0
Reserve assets 497.0 664.0 685.0 672.0 581.0 313.0
Total foreign liabilities 4,512.0 4,595.0 4,948.0 4,754.0 4,996.0 4,849.0
Foreign direct investment in Palestine 2,328.0 2,336.0 2,459.0 2,487.0 2,511.0 2,588.0
Foreign portfolio investments in Palestine 611.0 676.0 768.0 725.0 821.0 658.0
Foreign other investments in Palestine 1,573.0 1,583.0 1,721.0 1,542.0 1,664.0 1,603.0

*Represents the data for fourth quarter 2016
** International investment position (net) equals total external assets minus total foreign liabilities.
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7- External 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 3.7% during 2016, marking
a total of USD 1,606.0 million compared to USD 1,667.0 million in 2015. The external
debt on general government contributed 65.0% of the gross external debt position with
USD 1,044.0 million, and the external debt on banks working in Palestine represented 30.9%,
being USD 496.0 million.

Table 9: Gross external debt position on the economic sector in Palestine at the end
of the years, 2011 - 2016

Value in USD million

General Government 1,114.0 1,097.0 1,109.0 1,089.0 1,071.0 1,044.0
Monetary Authorities 0.0 0.0 0.0 0.0 0.0 0.0
Banks 359.0 443.0 552.0 404.0 530.0 496.0
Other Sectors 100.0 43.0 60.0 49.0 63.0 63.0
Sgigiégvfgm?;!:”dmg L 25.0 18.0 4.0 0.0 3.0 3.0
Gross External Debt Position 1,598.0 1,601.0 1,725.0 1,542.0 1,667.0 1,606.0

*Represents the data for fourth quarter 2016
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8-Public Finance'®

The current balancein Palestinian budgetin 2016 recorded a deficit of USD 753.6 million
compared to USD 1,218.9 million in 2015, marking hence a decreased of 38.2%. This is
mainly explained by an increase in total net public revenues by 26.5%, while the increase in
current expenditures and net lending attained 6.9% compared to 2015. (See figure below).

Components of general budget in Palestine, 2011- 2016
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Total net publicrevenues and grants grew in 2016 by 19.6% compared to 2015 reached
to USD 4,316.0 million, due to sharp increase of 140.9% in non-tax revenues value, and a
noticeable increase in clearance revenues, with 13.8%, total net public revenues and grants
constituted 32.2% of GDP at current prices for the year 2016 compared to 28.5% in 2015 (See
table follow).

Total public expenditures, increase in 2016 by 9.1% compared to 2015 reached to USD
4,645.7 million, as a result of increase wages and salaries by 7.3%, non-wages expenditures
of 8.2%, and development expenditures with 46.7%, during 2016 compared with 2015. On
contrast, net lending fell by 10.4% compared to 2015. (See table follow).

Current deficit, contribution to GDP in 2016 fell to 5.6%, compared t0 9.6% 2015 due to
a decrease of deficit value in 2016. On the other hand, overall balance (before grants) was
8.1% of GDP, marking a decrease compared to 2015 which was 11.4%. The overall balance
(after grants) was 2.5% of GDP, decreasing from its level of 5.1%. (See table follow).

B Public financial statements do not include local governments (local councils and municipalities), the data during
Ministry of finance, and the data at commitment basis.
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Table 10: Fiscal operations, revenues, expenditures and financing sources
(commitment basis) 2011-2016

Value in USD million

First: Total public revenues and grants (net) 3,028.1 3,006.8 3,673.9 4,043.3 3,608.2 4,316.0

1. Total public revenues (net) 2,044.8 2,075.2 2,312.4 2,810.2 2,810.1 3,555.3
1.1 Total public revenues 2,161.1 2,187.9 2,543.3 2,986.1 2,964.2 3,648.3
1.1.1 Gross domestic revenues 737.9 728.9 852.8 932.6 910.7 1,310.6
Tax revenues 482.3 481.0 597.6 601.9 605.2 626.1
Nontax revenues 255.6 247.9 255.2 270.5 249.0 599.9
Earmarked collections 0.0 0.0 0.0 60.2 56.5 84.6
1.1.2 Clearance revenues 1,423.2 1,459.0 1,690.5 2,053.5 2,053.5 2,337.7
1.2 Tax refunds (-) 116.3 112.7 230.9 175.9 154.1 93.0
2. External financing (grants) 983.3 931.6 1,361.5 1,233.1 798.1 760.7
Budgetary support 814.3 775.5 1,255.3 1,029.7 708.8 606.7
Development financing 169.0 156.1 106.2 203.4 89.3 154.0
Second: Total public expenditures 3,693.3 3,774.1 3,880.6 4,379.9 4,258.6 4,645.7

1. Current expenditures and net lending 3,323.2 3,530.7 3,694.0 4,117.3 4,029.0 4,308.9

Wages and salaries 1,782.4 1,769.4 1,919.0 2,055.0 1,912.5 2,051.7
Non-wages expenditures 1,400.9 1,482.9 1,564.5 1,715.7 1,759.4 1,903.2
Earmarked payments 0.0 0.0 0.0 60.2 56.5 84.6
Net lending 139.9 2784 210.5 286.4 300.6 269.4

2. Development Expenditures 370.1 2434 186.6 262.6 229.6 336.8
Financed from budgetary 201.1 87.3 80.4 59.2 140.3 182.8
Financed from grants 169.0 156.1 106.2 2034 89.3 154.0
Third: Current balance (deficit/ surplus) -1,278.4| -1,455.5| -1,381.6| -1,307.1 -1,218.9 -753.6
Fourth: Overall balance (before grants) -1,648.5| -1,698.9| -1,568.2| -1,569.7| -1,448.5| -1,090.4
Fifth: Overall balance (after grants) -665.2 -767.3 -206.7 -336.6 -650.4 -329.7
Sixth: Net domestic bank financing 93.2 127.2 -247.9 -141.9 163.0 -4.9
Seventh: Other 439.3 438.4 473.0 508.0 500.4 620.6
Eighth: Residual balance 1.1 -47.3 -10.6 -22.2 5.0 36.4
GDP at Current Prices 10,465.4| 11,279.4| 12,476.0| 12,715.6| 12,673.0| *13,397.1

* Preliminary Data

Regarding grants, the value was declined by 4.7% in 2016 compared to 2015 reached
to USD 760.7 million, due to a decline of grants value to finance budgetary support by
14.4% reaches to USD 606.7 million which constitute of 79.8% of the total grants value in
2016. On the contrast, the value of grants to finance developments projects grew by 72.5%
reaches to USD 154.0 million. (See figure follow).
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External financing (grants) in Palestine, 2011- 2016

1600
1400
1200

983 .3
1000

USD Million

800 760 .7

600

400
2011 2012 2013 2014 2015 2016

Year

Development expenditures, these values recorded a sharp increase in 2016 by 46.7%,
comparedto 2015, toreach USD 336.8 million, duetoanincrease the value of development
expenditures financed from grants by 72.5%, reached to USD 154.0 million compared to USD
89.3 million during 2015 becoming comprising 45.7% of total development expenditures
value in 2016. (See figure below).

Development expenditures in Palestine, 2011- 2016
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Gross domestic revenues constituted 36.9% of the total net public revenues, to reach
USD 1,310.6 million in 2016 increasing by 43.9% compared with 2015, as a result of
noticeable increase in the value of non-tax revenues of 140.9%, reached to USD 599.9 million
which contribution grew to 16.9% of the total net public revenues in 2016, increasing tax
revenues by 3.5%, reach to USD 626.1 million, decline in contribution to 17.6% of the total net
public revenues in 2016. While the earmarked collections were USD 84.6 million, increasing
in contribution to 2.4% of the total net public revenues in 2016. (See figure follow).
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Clearancerevenues, recorded an increase in these value by 13.8% compared with 2015,
reached to USD 2,337.7 million, constituted of 65.8% of the total net public revenues.
Contribute covering the current expenditures and net lending of 54.3% in 2016, in addition
to contributed in GDP at current prices of 17.4%, reflecting the Israeli side’s control of a large
proportion of the revenues of the Palestinian government. (See figure below).

Distribution of public revenues by source in Palestine, 2011- 2016
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As for current expenditures and net lending, it recorded an increase by 6.9% in 2016
compared with 2015, reached to USD 4,308.9 million, as a result of growing the wages
and salaries by 7.3%, which reached USD 2,051.7 million, constituting 47.6% of the current
expenditures and net lending, increasing of non-wages expenditures by 8.2%, reach to
USD 1,903.2 million contributed of 44.2% of current expenditures and net lending in 2016,
increasing earmarked payments by 49.7%, was USD 84.6 million in 2016. On contrast, the
value of net lending fell by 10.4%, was USD 269.4 million in 2016. (See figure below).
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9 - Banking Sector

Table 11: Main indicators of banking sector in Palestine, 2011- 2016

Value in USD million

Total credit facilities 3,550.7 4,199.3 4,480.1 4,895.1 5,824.7 6,865.9
Total deposits 6,972.5 7,484.1 8,303.7 8,934.5 9,654.6 10,595.8
Total consumer loans 415.2 783.0 885.6 921.7 1,088.4 1,374.6

The value of total deposits in bank sector during 2016 recorded an increase of 9.7%
compared to 2015 and reached to USD 10,595.8 million. The value of deposits to resident
individuals was USD 7,029.7 million, which accounted for 66.3% of the total value of deposits
in 2016, while deposits to the Palestinian Central Government reached USD 525.2 million,
representing 5.0% of the total value of deposits.

The value of total credit facilities, provided by the banking sector, stood at USD 6,865.9
million, showing an increase of 17.9% compared to 2015. The credit facilities provided
to the public sector amounted to USD 1,419.0 million, represented 20.7% of the total value
of the credit facilities provided by banking sector in 2016, showing thus a decrease by 2.6%
compared to 2015. The value of the facilities provided to finance consumption loans was
USD 1,374.6 million, constituting 20.0% of the total value of credit facilities, while the value
of the facilities offered to finance cars and vehicles was USD237.7 million, which accounted
for 3.5% of the total value of the credit facilities.

The interest rate on loans to the USD price recorded a decline of 0.9% during the year
2016 to reach 5.87%, while the interest rate on USD deposits of up to 1.01%.
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Annexes

Average exchange rate of USD to NIS during 2011- 2016

Annual average

2011 2012 2013 2014 2015 2016

| 3.58 | 3.85 | 3.61 | 3.58 | 3.88 | 3.84

Economic Activities List

Economic Activities

Agriculture

Agriculture, forestry and fishing

Industry

Mining and quarrying, Manufacturing, Electricity, gas, steam and air conditioning
supply, Water supply; sewerage, waste management and remediation activities

Construction

Construction

Wholesale and retail trade

Wholesale and retail trade; repair of motor vehicles and motorcycles

Transportation and storage

Transportation and storage

Information and communications

Information and communication

Services and other branches

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 defense;
compulsory social security, 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, Activities of
extraterritorial organizations and bodies.
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