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Ministry of Finance
Macro Fiscal Unit
First Quarter Report 2022

Fiscal Developments and Macro Economic Performance

Context

The global economy witnessed a further major shock, as soon as a permanent recovery from the
Covid-19 pandemic began to look likely, as war broke out between Russia and Ukraine, heralding
the elimination of the economic gains that had been achieved recently. In addition, the global
economy did not fully recover from the Covid-19 pandemic and inflation rates are on the rise in
many countries as a result of supply and demand imbalances which led to the tightening of
monetary policies. The general lockdown measures recently announced by China have also led to

a new wave of bottlenecks in global supply chains'®.

Prior to these developments, global forecasts indicated that the global economy would grow
between 4 and 5.4 percent in 2022. In this context, and according to global forecasts, it is estimated
that these developments will lead to a decrease in the global economic growth rate compared to
previous estimates expected by a range of between 0.5 and 1 percentage point during 2022. It will

also result in an expected rise in the global inflation rate by 2.5 to 3 percentage points.

The repercussions resulting from the recent global developments are still ongoing, and it is not yet
clear the extent of their total impact. Expectations vary with the most optimistic assuming a rapid
containment of these developments during the first half of 2022, while the most pessimistic
predicts a longer downturn, which may lead to economic stagnation, with geographical areas more

affected, especially the countries of the European Union.!”

The Palestinian economy witnessed a recovery driven by improved private demand, growing by

nearly 5.4 percent at the end of the fourth quarter of 2021 compared to the previous quarter. The

16 |nternational Monetary Fund, war casts a dark shadow on global economic prospects in light of accelerating inflation rates,
April 2022.
17 Arab Monetary Fund, Arab Economic Outlook Report, April 2022.
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economy is also expected to grow 2.7 percent in the first quarter of 2022. It should be noted that

figures may vary when actual data are released.

Despite the increase in the number of workers in the domestic market, the unemployment rate rose
by nearly 1.2 percentage points to 25.4 percent at the end of the first quarter of 2022, as the gap in
unemployment between the West Bank and the Gaza Strip is still large due to different political

and economic conditions.

Prices rose domestically during the current quarter compared to the previous one, where a set of
factors played a role, namely the Russian-Ukrainian war as well as the fact that production chains
have not fully recovered after the Corona pandemic, affecting the prices of fuel, food and other

imports.

The total facilities granted to the public sector decreased during the first quarter of 2022 compared
to the previous quarter after the banking sector stopped providing loans to the government, forcing
it to accumulate arrears for employees, suppliers and the private sector, which resulted in an

increase in the value of returned checks that individuals and companies to pay.
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Macroeconomic Developments

Global Developments

Global growth is expected to decline to 3.6 percent for 2022, directly attributable to the war on
Ukraine, as both countries (Russia and Ukraine) are expected to experience sharp contractions in
growth rates. In the European Union, the growth forecast for the current year was cut by 1.1
percentage points due to the spillover effects of the war, making it the second largest contributor

to the overall forecast downgrade.

The war has exacerbated the chain of supply shocks to the global economy in recent years, with
the effects of these shocks spreading far and wide through commodity markets, trade and financial
linkages. Russia is a major supplier of oil, gas and minerals, and it and Ukraine are major suppliers
of wheat and corn. Therefore, the decline in the supplies of these primary commodities led to a
sharp rise in their prices. The biggest impact of this rise is on commodity importers in Europe, the
Caucasus and Central Asia, the Middle East and North Africa, and Sub-Saharan Africa. However,
higher food and fuel prices will hurt lower-income families worldwide, including in the Americas

and the rest of Asia.

Also, Eastern Europe and Central Asia have huge direct links with Russia through trade and
remittances, and thus its economy is expected to be negatively affected. The exodus of about 5
million Ukrainian citizens to neighboring countries, especially Poland, Romania, Moldova and

Hungary, will exacerbate economic pressures in the region.

Inflation was clearly and dangerously exacerbated in many countries of the world even before the
outbreak of the war, as inflation rates rose sharply as a result of the increase in the prices of primary
commodities and the imbalances in supply and demand. The war also contributed to an increase
in inflation rates, especially in the countries of the region that depend heavily on food imports,
including wheat from Russia and Ukraine, where the rise in food prices and the risks of food
insecurity will cause the poorest families the greatest harm, because the poor usually spend most
of their income on food and energy, unlike rich families. The full extent of the effects of the war

has yet to be determined, but initial indications are that the economic difficulties are already
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afflicting the economies of the Middle East and North Africa, especially the oil-importing middle-

Income countries.

The possibility of inflation expectations deviating from targets set by central banks has also
increased, leading to a more hawkish response from policy makers as many central banks, such as
the Federal Reserve, are already tightening their monetary policies. The interruptions caused by
the war exacerbate these pressures. In the United States and a number of European countries,

inflation has reached an all-time high in the past 40 years, coinciding with tightening labor markets.

In the immediate of the invasion, emerging market and developing economies experienced a
tightening of financial conditions. The reprising procedures have been balanced in most cases so
far. However, some risks of financial fragility are still present, which increases the prospects of a

sharp tightening of global financial conditions and capital outflows.

In addition, war could increase the risk of permanent fragmentation of the global economy into
geopolitical blocs, each with its own technological standards, cross-border payment systems, and
reserve currencies. This "structural transformation" will result in reduced levels of efficiency in
the long term and more volatility, as well as posing major challenges to the rules-based framework
that has contributed to the regulation of international and economic relations over the past seventy-

five years'®.

The currency depreciation in some countries of the region has also increased inflationary pressures.
Economies with weak debt and public finances will likely face more challenges as they seek to
extend the terms of existing debt or issue new debt instruments amid tightening financing

conditions, while central banks around the world aim to contain inflation expectations.

The economies of the Middle East and North Africa region are expected to grow by 5.2 percent in
2022, the fastest growth rate since 2016, thanks to the windfall revenues from higher oil prices,
which are in the interest of the oil-exporting countries in the region. However, uncertainty
surrounds these predictions due to the ongoing war in Ukraine, persistent threats from the
coronavirus mutants, continued disruptions in supply chains, and rising food prices. As for the per

capita GDP for the region, it will witness a slight increase from pre-pandemic levels due to poor

18 |nternational Monetary Fund, war casts a dark shadow on global economic prospects in light of accelerating inflation rates,
April 2022.
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performance in general in the year 2020-2021. It is also estimated that the per capita GDP will
grow by 4.5 percent in 2022 in the Gulf Cooperation Council countries, because of the high oil
prices. In contrast, GDP per capita for 2022 is expected to grow in middle-income oil-exporting
countries by 3 percent and by 2.4 percent in oil-importing countries in the region, both of which
barely raise living standards to what they were before the outbreak of the pandemic. Overall, if
these predictions come true, 11 out of 17 economies in the MENA region may not recover to pre-

pandemic levels by the end of 2022.

The international trade movement witnessed a significant recovery during 2021 as a result of the
significant increase in the level of global demand in light of the support provided by stimulus
packages in many advanced economies, especially in the United States of America, which helped
revive the demand for exports of developing countries and emerging market economies. This
helped increase the volume of international trade flows by approximately 10 percent, according to
estimates of international institutions. On the other hand, it is expected that the international trade
movement will witness a slowdown during 2022 due to the expected decline in the levels of
economic activity in light of the continued spread of virus mutations and the repercussions of the

recent global developments'®.

The International Labor Organization has lowered its forecast for a labor market recovery in 2022,
forecasting a global working hour shortfall of 52 million full-time jobs compared to the fourth
quarter of 2019. The previous annual forecast, issued in May 2021, had forecast a shortfall of 26
million full-time jobs within a year. While the latest estimate is an improvement over the situation

in 2021, it is still about 2 percent less than the global working hours before the pandemic.

As for the estimates for the Middle East and North Africa region for 2022, a shortfall in working
hours is expected in the region of 2.7 percent compared to the fourth quarter of 2019, equivalent
to 3.7 million full-time jobs. Previous estimates for the month of May 2021 had forecast a shortfall

in working hours in the region of 0.9 percent in 2022.

19 Arab Monetary Fund, Arab Economic Outlook Report, April 2022.
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It is worth noting that there is a great difference in the impact of the crisis on countries, as these
differences deepen inequalities within and between countries, and weaken the economic, financial
and social fabric of almost all countries. Repairing this damage is likely to take many years, with
long-term consequences for labor force participation, family income, and social and possibly

political cohesion as well’.

Arab Developments

Growth trajectories in the Arab countries during 2022 will be affected by four main factors,
including developments related to efforts to contain the repercussions resulting from the Covid-19
pandemic, the effects resulting from recent global developments on Arab economies, as well as
the impact of stimulus packages directed to support economic recovery, in addition to

macroeconomic policies.

In terms of efforts to contain the repercussions resulting from the Covid-19 pandemic, the expected
economic growth prospects during the current year in Arab economies depend on a number of
factors. Foremost of which is the extent of progress achieved in terms of full vaccination against
the virus, as vaccination rates in six of the ten Arab countries are less than the global average of
64.2 percent. This poses a challenge to the recovery of economic activities in these countries in
light of the insufficiency of financial resources directed to national vaccination campaigns in some

countries.

With regard to the impact of global developments, despite their varying repercussions on Arab
economies, whether they are oil-exporting or importing countries, they will have an impact on the
levels of purchasing power of consumers in all Arab countries as a result of the rise in prices of
basic commodities, and then the decrease in the levels of demand for goods and services.
Especially in eleven Arab countries, where the average per capita GDP drops below the Arab and
global average by about 5.8 thousand US dollars for the Arab average and 10.5 thousand dollars
for the global average according to the data of the World Bank.

20 Arab Monetary Fund, Arab Economic Outlook Report, April 2022.
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These developments will also affect capital flows to Arab countries, like other emerging markets,
in light of the investors' search for safe havens and the beginning of a real trend towards raising
interest rates in advanced economies. The recent global developments will also have repercussions
on tourism receipts in some Arab countries. All of these factors will result in pressures that will
affected countries that have a large level of high deficits in public budgets and current account

balances, and those that have high rates of external debt.

The growth rate of the Arab economies is expected to rise during 2022 to record about 5.0 percent
compared to 3.3 percent for the growth recorded in 2021, driven by many factors. Especially the
relative improvement in global demand levels, the high growth rates of the oil and gas sectors, and
the continued adoption of stimulus packages by Arab governments to support economic recovery,
which amounted to $396 billion during the period 2020-2022. In addition to the positive impact of
the implementation of many economic reform programs and future strategies aimed at enhancing
levels of economic diversification and reforming work environments as well as encouraging the
role of the private sector, supporting human capital, and increasing levels of economic resilience

in the face of shocks?!.

As for unemployment rates in the Arab world, it witnessed a remarkable increase during the first
quarter of 2022, as nearly 27 percent of the youth group (between the ages of 15 to 24 years) in
the Middle East and North Africa region reported being unemployed, which is the highest

percentage of all regions of the world.

While the causes of youth unemployment in Arab countries are multiple and complex, the most
prominent of which is that training systems and educational curricula are not in line with the needs
of the labor market, which leads to a large skills mismatch. In addition, many sectors were affected
after the Covid-19 pandemic in the Arab region, such as manufacturing, residence, real estate,
commercial and administrative activities, where 39.8 million people are at risk of layoffs or

reduced wages or working hours?2.

21 Arab Monetary Fund, Arab Economic Outlook Report, April 2022.
22 Al Arabiya 20, Arab youth among the regions with the highest increase in the unemployment rate, March 2022.
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Palestine Developments??

The economy experienced during the year 2021 a recovery driven by the improvement in aggregate
demand, as it grew according to constant prices by 7.1 percent, despite its performance level
remaining lower than it was before the pandemic. This is due to the continued decline in external
support, the illegal deduction of clearance revenues, and the spread of new strains of the Corona
virus. It should be noted, that the level of growth still varies between the West Bank and the Gaza
Strip, where it grew in the West Bank by approximately 7.8 percent as a result of an improvement
in the level of consumption related to the easing of the pandemic measures and the increase in the
number of workers especially in Israel and settlements. In the Gaza Strip growth was only 3.4
percent, as the Israeli aggression in May of the same year played a role in discouraging growth in
the Strip, but the increase in public spending and reconstruction efforts and controlling the

pandemic helped increase growth, but at a slower rate than in the West Bank.

Figure A: Economic growth rate per region,

Looking at the fourth quarter of the year )
different quarters.

2021 (see Figure A), the GDP at 30%

constant prices grew by about 11.2 ™ I

percent compared to the corresponding "B i
. o 0% =

quarter Of the preVlOUS year’ Whlle 1t 1stQ2nd Q3rd Q4th Q Pst QZl IQ4 1’0 2nd Q3rd Q4th Q

grew by about 5.4 percent compared to -15% 2019 Q20 2021

the previous quarter of the same year to )

reach USD 3.94 billion ?* ,after the o — Pl W8 Gaza

recovery of private consumption. Also

as a result of some seasonal factors* and the stability of the health situation in light of the control
of the pandemic, as well as the banking sector pumping more liquidity to help the productive

sectors return to normal.

It should be noted that the final consumption level during the fourth quarter of 2021 compared to

the previous quarter of the same year increased by about USD 233 million, as the source of the

23 The economic data contained here in the report do not reflect some of it the actual period of report, namely, national accounting
data, and balance of payments, meaning the report here covers the first quarter, but the data mentioned actually covers the fourth
quarter according to data collection methodology. Therefore, expectations are indicated to adapt to the reporting period.

24 PCBS, Quarter National Accounts Report, fourth quarter 2021.

*Holidays and harvesting of some crops such as olives.
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increase was the final consumption of households, while the final consumption of the government
decreased, as well as level of investment increased by about USD116 million, while the net exports
increased-the trade deficit increased- by about USD 170 million as a result of the improvement in

imports that exceeded the increase in exports.

Regarding economic activities, most of them increased except for services, industry and insurance
activities too, wholesale and retail trade activities increased by nearly USD 50 million, agriculture

activities by nearly USD 43 million, and construction activities by USD 14 million, while the

activities of information and Figure B: Economic performance for different
o ) scenarios, 2022.
communications, public  ,.,
administration and civil defense
4,000

increased by USD 11 million for N

3,500
both, and the storage activities by

o 3,000
around USD 7 million. 1st Q2nd Q3rd Q 4th Q 1st Q 2nd Q3rd Q 4th Q 1st Q 2nd Q3rd Q 4th Q

.. . Act Act Proj
The Palestinian economy is expected
2020 2021 2022
to grow according to Dbaseline e pestimistic scenario optimistic scenario baseline scenario

scenario (see Figure B) by about 2.7 percent during the first quarter 2022 compared to the
corresponding quarter of 2021, but it will contract by 5.9 percent compared to the previous quarter
2021% in light of the fear of new strains of the Corona virus, clearance deductions and the decline

in external support (Statistical Appendix, Table 2).

The number of workers in the first quarter of 2022 increased by nearly 2 percent compared to the
previous quarter to reach 1.108 million workers; This is due to the increase in the number of
workers in Israel and the settlements by about 52,000 workers*® after a decline in their number in
the West Bank and its stability at the same level in the Gaza Strip. Despite the increase in the
number of workers, the unemployment rate rose by approximately 1.2 percentage points to reach
25.4 percent at the end of the first quarter 2022, concentrated in the Gaza Strip at 46.6 percent
compared to 13.9 percent in the West Bank, due to the state of siege imposed on the Gaza Strip

and the last Israeli aggression in May, as well as the impact of the covid-19 pandemic which

23 PMA, Quarter Economic Forecasts, first quarter 2022.
26 PCBS, Labor force survey report, first quarter 2022.
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increased the gap between the two regions. It is worth noting that the private sector absorbs the
largest percentage of workers in Palestine with about 60.2 percent, while the public sector absorbs
18.8 percent. The rest are workers in other sectors at a rate of 2.6 percent, and in Israel and
settlements at 18.4 percent, where they and their families make up more than a third of private
consumption. Their average wage is 268 shekels, which is about 2.7 times the average daily wage

for workers in Palestine.

Prices in Palestine increased during the first quarter of 2022 compared to the previous quarter by

t*7 compared to the corresponding quarter of 2021 (see

about 1.5 percent and by about 3.1 percen
figure C) as result of the high cost of import and the prices of basic commodities in conjunction
with the Russian-Ukrainian war and the Figure C: Inflation accord region, diff quarters.

non-fully recovery of production chains 25

from the covid-19 pandemic. In addition

to the acceleration of domestic demand, Ho I I ‘

as the prices of alcoholic beverages and 0 Mo JUE "L oo Lh onea ;rdQ :thQ 1 Q
tobacco rose by approximately 3.2 2020 2021 2022
percent, while the prices of food and

non-alcoholic beverages increased by mPal mWB HGS mJerusalem

about 2.9 percent and the prices of

restaurants and accommodation services rose by approximately 2.5 percent. The prices of
entertainment, sports and culture increased by about 2.3 percent, while the prices of housing and
water, in addition to education services and transportation rose to range between 1.0-1.4 percent,

while the prices of other services (health, information, furniture, personal care and insurance) rose

by less than 1.0 percent.

The current deficit in the balance of payments increased by approximately 23 percent at the end of
the fourth quarter of 2021 compared to the previous quarter of the same year, and by nearly 33
percent compared to the corresponding quarter of 2020. This is due to the decline in the trade

balance - the increase in the deficit - in a way that exceeded the surplus achieved in both the income

27 PCBS, Consumer price index issue (base year 2018), different months.
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balance and current transfers. Regarding the capital and financial account, it achieved a surplus of

USD 569 million during the fourth quarter of 2021 (Statistical Appendix, Table 3).

The total credit facilities increased by about USD 88 million during the first quarter of 2022
compared to the previous quarter of 2021, to reach about USD 10.8 billion?®. This is due to the
increase in the facilities granted to the private sector in the light of pumping more liquidity to the
productive sectors to restore their activity after being affected by the Covid-19 pandemic, as they
increased by approximately USD 261 million. Facilities provided to the public sector decreased
by approximately USD 174 million as a result of the recent stopping of banks from granting loans
to the government to preserve depositors’ money, the percentage of loans granted to the
government and its employees constitutes approximately 40 percent of the credit facilities. With
regard to deposits, the total public deposits increased by about USD 92 million for the same period
to reach USD 16.6 billion in 2020, due to the increase in the public sector’s share which is greater
than that of the private sector, as the private sector’s share of deposits amounted to 95.8 percent,

compared to 4.2 percent for the public sector.

On the other hand, the value of the returned checks increased by about USD19 million for the same

period (see figure D). As aresult of some companies’ failure to pay their obligations in light of the

failure of some of them to restore their Figure D: Returned Cheks.
activity affected by the Covid-19 700 35
pandemic, as well as the rise in prices
450 20
and shipping costs that accompanied the
Russian-Ukrainian war. In addition to 200 5
4th Q/1st Q 2nd 3rd Q4th Q 1stQ 2nd 3rd Q4th Q 1stQ
the failure of individuals, especially Q Q
) ) 2020 2021 2022
workers in the public sector after the value of returned checks
government paid 80 percent of salaries, = returned checks as percent of presented to clear

as it suffers from financial pressures. It
should be noted that the value of returned checks increased as a percentage of those presented for

clearance by 0.2 percentage points.

28 PMA, Banking Data, first quarter 2022.
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Fiscal Developments *

The public finances during the first quarter of 2022 witnessed an improvement compared to the
first quarter of the previous year, as net revenues recorded an increase of about a percentage point
of GDP, driven mainly by the improvement in domestic tax revenues and then clearance revenues,
despite the increase in tax refunds during the same period. On the other hand, expenditures as a
percentage of GDP recorded a slight decrease in general, and noticeable decreases in both transfer
expenditures and interest payments. This led to a surplus in the total balance during the first quarter
with a change of about a percentage point of GDP compared to the first quarter of the previous
year. External financing as a percentage of GDP maintained the same level during the first quarter
of 2022 compared to the first quarter of the previous year, while domestic financing was negative
and less than the level recorded in the first quarter of 2021 by about a percentage point of GDP
due to the recording of the surplus associated with the presence of external finance (Statistical

Appendix, Table 1a).

Revenues
Total Net revenues achieved 26 percent of the budget target during the first quarter of 2022, also

exceeding expectations for this period; Net revenues during the first quarter of 2022 witnessed an
increase of 19 percent over the first quarter of the previous year, with an estimated increase of
about NIS 634 million. This is due to the improvement in domestic tax and non-tax revenues, and
clearance revenues, while tax returns recorded a significant increase during the first quarter of the
year in conjunction with the rise in Figure E: Domestic Tax Revenues

commodity and fuel prices, which were - in NIS million -

1,397
affected by the global situation.
1,018
Domestic tax revenues achieved 30
percent of the budget target during the 387 401
263 26000 w04 279
first quarter of 2022, and that was 30 143 b 10 8973 2 I I
percent hlgher than the leVel Of the ﬁrSt Earmarked Property Exciseson Exciseson Customs Value Income Tax Domestic
. collections Tax Tobacco Beverages Added Tax Tax
quarter of the previous ycar about NIS m2021 m2022 Revenues

29 Revenues on cash basis and Expenditures on commitment basis.
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260 million (see figure E) , and at the same time, the level of performance was below expectations.
The increase in domestic tax revenues was mainly due to the rise in income tax, due to the
incentives offered by the government for paying at the beginning of the fiscal year, and the
improvement of the economic situation compared to the first quarter of 2021, also the value-added
and customs revenues witnessed a significant increase compared to the first quarter of 2021. Excise
duties on beverages and property tax during the first quarter of 2022 were at approximately the
same level, while tobacco excise revenues decreased by about NIS 4 million compared to the first
quarter of 2021, while remaining at the high levels witnessed during the closure period and the

quarantine period.

The earmarked collections, which are considered revenues to entities such as local government
bodies and educational institutions, were 83 percent higher compared to the first quarter of the
previous year, exceeding expectations, and achieving 54 percent of the budget target due to the
nature of fees that are usually collected at the beginning of the fiscal year. This rise is mainly due

to the public secretariats of educational institutions, then property tax, then transportation fees.

Non-tax revenue achieved approximately 25 percent of the budget target, while remaining below
expectations. Non-tax revenues witnessed an increase of 43 percent over the first quarter of the
previous year, and this increase was coupled with the increase in fees collected on services, while
investment returns remained at almost the same level without change. The fees collected in the
first quarter increased in all of; civil registration fees, health fees, health insurance fees,
transportation fees, land registration, Supreme Court fees, licenses, health equalization fees.

(Statistical Appendix, Table 2)

Tax refunds on a cash basis during the first quarter of 2022 recorded a remarkable increase on fuel,
value added and customs, exceeding the budget target for this period, as it recorded a 30 percent
increase, more than twice the level of refunds in the first quarter of 2021. The refund on fuels
increased by more than twice compared with the same period of the previous year, mainly due to
two reasons, namely the increase in the overall demand for fuel with the improvement of economic
conditions, and the increase in prices globally compared to the previous year. The refunds on
value-added and customs increased by 164 percent over the first quarter of the previous year, and

at the same time, they remained below expectations and the budget target for this period.
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Clearance revenues on a cash basis during the first quarter of 2022 recorded an increase of 12

percent, approximately NIS 271 million, over the first quarter of the previous year, achieving 24

percent of the budget target and
exceeding expectations for the same
period (see Figure G). The rise in
clearance revenues was due to the
improvement in all its items and the
presence of a transfer of workers' income
tax in the first quarter of 2022, which was
not in the same quarter of the previous

year. On the commitment basis, customs

Clearance
Revenue

Figure G: Clearance Revenues
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improved by 22 percent (NIS 240 million), while the value added by 14 percent (NIS 68 million),

petroleum excises (blue) by 10 percent (NIS 61 million), and the presence of an income tax by

about NIS 35 million. These increases are for several reasons, including a natural increase in

aggregate demand, with the improvement of the economic situation compared to the first quarter

of 2021, the rise in global prices for fuel and some commodities, and the continued depreciation

of the exchange rate of the USD/NIS, which played a role to increase imports from abroad.

Expenditures

Total expenditures experienced an increase of only 1 percent during the first quarter of 2022

compared to the first quarter of the previous year, and thus remained below the budget target and

expectations for this period (see Figure H). The main reason for not achieving the budget target

was the decrease in development
expenditures, as it achieved only 5 percent
of its budget target. As for current
expenditures, it rose by 1 percent, achieving
23 percent of its budget target (Statistical

Appendix, Table 1b).

Spending on the wages and salaries bill
increased during the first quarter of 2022
compared to the same quarter of the previous

year, but at the same time it remained

Figure H:Total Expenditures
-in NIS million-
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slightly below the budget target for this period. The wages and salaries bill amounted to about NIS
2.0 billion during the first quarter of 2022. The same applies to social contributions, which

increased slightly by amount NIS 7 million over the first quarter of the previous year.

Expenditure on goods and services during the first quarter of 2022 increased by about NIS 33
million from its level in the first quarter of 2021, despite this, it achieved only 12.8 percent of the
budget target. As for transfers, they decreased by 18 percent during the first quarter of the year,
and this decrease is estimated at about NIS 164 million. Transfer expenditures on all of the benefits
of social assistance except unemployment benefits, the social security benefits for civilian and
military retirees, support for local government and institutions educational and scholarships

decreased compared with the first quarter of the last year (Statistical Appendix, Table 7).

Minor capital expenditures increased during the first quarter of 2022, as they stood at NIS 5
million, achieving only 2.4 percent of the budget target. As for interest payments, there was a
noticeable decrease in both domestic and external payments during the first quarter of 2022
compared to the first quarter of 2021, and they reached 14.5 percent of the budget target during
the first quarter. Net lending in the first quarter of 2022 recorded an increase of about NIS 9 million
over its level in the previous year for the same period, exceeding its budget target as it reached 35
percent. It is worth noting that the government set the ceiling for net lending at a level that is 21
percent lower than the level recorded in 2021. As for the earmarked payments, the previous

analysis in the revenue part applies to them.

The first quarter of 2022 achieved a current budget surplus of about NIS 142 million, so the
difference between the deficit achieved in the first quarter of the previous year and the surplus in

the first quarter of this year is about NIS 581 million.

Although development expenditures during the first quarter of 2022 were at a level similar to the
first quarter of the previous year with a slight decrease, they came significantly below expectations
and the budget target. The budget for 2022 expected development expenditures to be at a level of
NIS 2.5 billion, but the actual spending was only NIS 134 million during the first quarter, which
means only 5 percent of the budget target for 2022. Accordingly, the total balance recorded a
surplus in the first quarter of 2022 by about NIS 8 million, compared to a total deficit estimated at

about NIS 580 million in the same period of the previous year.
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Financing

The financing needs decreased during the first quarter of 2022, with a surplus in the total balance
before grants, coupled with the presence of external aid and grants as well. External financing
recorded an increase of about NIS 25 million in the first quarter of 2022 compared to the same
quarter of the previous year; external budget support increased by about NIS 20 million, while
external development support increased by about NIS 5 million. The Budget support grants came
from Egypt, from Arab countries, and the PEGASE project from foreign countries, while the
development financing grants was mostly from various foreign countries. As for domestic
financing, it decreased for the aforementioned reasons, as the net domestic bank financing balance
recorded a negative amount of NIS 154 million, the new accumulated arrears were about NIS 643
million, and repayments from old arrears were about NIS 561 million, This resulted in a total
negative domestic financing of about NIS 72 million, which considered as saving (Statistical
Appendix, Table 1b).

Public debt
The balance of the public debt at the end of the first quarter of 2022 increased by 3 percent

compared to the first quarter of 2021, and recorded an amount of USD 3.7 billion (about NIS 11.6
billion), this rise was driven by the increase in domestic debt, while the external debt remained
almost unchanged. The balance of the domestic debt recorded USD 2.4 billion (about NIS 7.5
billion), recording a 5 percent increase at the end of the first quarter of 2022. As for the external

debt, it remained almost unchanged, reaching USD 1.3 billion (about NIS 4.2 billion)*°.

30 The percentage change is calculated based on the dollar balance outstanding at the end of the period.
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Statistical Appendix Sha>Yl Gl

Table(1):Main Palestinian Apilauddl) 4abai®y) &l pdisall 1(1) Jst

economic indicators Ao 4l
Indicator 2019 2020 2021 2022 sl

abay  Jdiay  Gbay Gl abay  Jdiay  Gbay  Gdbay  abay  Jdaw
4th Q 1stQ 2nd Q 3rd Q 4th Q 1stQ 2nd Q 3rd Q ath Q 1stQ

Real GDP in USD million (base year=2015) 4,032 3,859 3,132 3,504 3,543 3,611 3,736 3,739 3,941 *3710 (2015) ;Y95 Ggshall (Rrdell  Jomall ZSUI
Agriculture value added in USD million 305 280 242 237 243 234 238 231 274 Aol Hlawb delyll blidd ddlasll dodll
Industry value added in USD million 528 460 394 444 446 443 442 476 466 Al Hlawl dsluall bladd ddlacl dexdl!
Construction value added in USD million 228 204 128 151 162 173 170 177 191 Ao jlawl wilelidY) bLaW d8lLasll desdll
Services value added in USD million 768 829 636 696 686 732 749 794 778 At HlawYb Cledsl blid) ddlacdl desdl
Other activities value added in USD million 1,626 1,514 1,272 1,422 1,434 1,445 1,483 1,526 1,603 AR Hlaw 5yl £ 9,001 blad 8Ll desdl!
Final Consumption in USD million 4,386 4,153 3,565 3,832 3,946 4,002 4,080 4,155 4,388 Al Jlgdl (SHlgwdl Gy
Gross Capital Formation in USD million 1,051 977 679 807 866 894 905 944 1,059 AL Hlawdb SVl Jlowlyll ;,3351“
Net Exports in USD million (1,346) (1,357) (1,020) (1,185) (1,291) (1,360) (1,329) (1,374) (1,544) Al eihysball Ble
Exports 708 516 503 623 694 619 674 683 799 <lyoball
Imports 2,054 1,873 1,523 1,808 1,985 1,979 2,003 2,057 2,343 ilyylgll
GDP per Capita in USD 852 807 655.8 728.6 731 738.7 759.7 755.5 791.4 V9L ool ZUI ¢e 35801 Camsa
Real Growth Rate (%) 2.6 -4.3 -18.8 11.9 1.1 2 3.5 0.1 5.4 (%) (il godl Juan
Unemployment Rate (%) 24 25 26.6 28.5 23.4 28 26.4 27.3 24.2 (%) Vlad! Juao
Inflation Rate (%) -0.4 -0.3 -0.9 -0.5 1.2 -0.3 11 0.1 0.4 1.5 (%) pseaadl Jie
Labor Force Participation Rate (%) 44 43 38.5 413 40.8 42.9 42.7 43.8 44 (%) olall S9a)1 (S AS)Linadl A
Total Credit Facilities in USD million 9,035 9,250 9,652 9,894 10,079 10,151 10,351 10,474 10,747 10,835 Y93 Ogalell Cdbguudlll (Jlozx]
Total Deposits in USD million 13,385 13,04 13,814 14,062 15,138 15,182 15,727 16,225 16,518 16,610 Y93 galall aSlagll (Jlezz)

*PMA, quarter economic forecasts, first
quarter 2022.

[1] Source: PCBS: http//www.pcbs.gov.ps,
and PMA: http//www.pma.ps.

[2] unemployment & LFP data for 2018-
2022 revised
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2022 Ly 53baBY) gailll cara 12093

Table2: economic growth rate quarterly 2022

2021 estimated 2022 projections 2022 Wladgs
baseline scenario optimistic scenario pessimistic scenario
2021 lad ool g3l J5laxad! g3yl ESLaded! g2ludl
1stQ 6.4 2.7 4.8 0.5 Jol &y
2nd Q 19.3 3.3 7.4 -3.1 L?m &)
3rdQ 6.7 2.6 7.8 -2.6 ON[ 35
4thQ 112 2.7 6.9 -3.9 &by
year 7.1 2.8 7 -2.3 year

Table3: Palestinian Ooalally bl cile gdaal) ¢ 33 13 Jo2
Balance of Payments Mg
Item 2021 2020 Ll

shay  Wbay | Jbay | Jday | abay ey by Jdew

4th Q 3rdQ 2nd Q 1st Q 4th Q 3rdQ 2nd Q 1st Q
Trade balance (2,016) | (1,736) | (1,645) | (1,600) | (1,504) | (1,351) | (1,120) | (1,479) lodselly aleald (Gyloxtl Olsaall
Net goods (1,704) | (1,464) | (1,388) | (1,363) (1,276) (1,144) @ (946)  (1,237) adl o
Net services (312) (272) (257) (237) (228) (207) (174) (242) loasdl Slo
Income balance 911 906 831 750 741 697 424 685 Jsl Oliee
Balance of external transfer 715 514 519 422 470 454 464 446 Aoyl Mgl Oliue
Current account (390) (316) (295) (428) (293) (200) (232) (349) Sl Sl
Net capital and financial account 569 222 164 444 382 22 206 556 Wl JlowdJl Clusd! BLo

35|Page



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

2017 2018 2019 2020 2021 Mar-22
Budget Proj. 1/ Actual 2021
Total net revenue 2/ 22.7 21.2 19.2 22.2 243 26.1 6.8 6.8 6.0
Net domestic revenue 7.3 74 6.3 7.2 8.3 8.5 2.8 2.6 21
Gross domestic revenue 7.6 8.2 71 7.7 8.8 9.5 3.0 29 22
Domestic tax revenue 4.7 5.1 4.5 4.7 5.7 6.3 2.0 19 1.6
Earmarked collections 3/ 0.5 0.5 0.5 0.6 0.8 0.8 0.4 0.4 0.3
Non-tax revenue 24 2.6 2.1 24 23 2.3 0.6 0.6 0.4
Tax refunds -0.3 -0.9 -0.8 -0.5 -0.5 -1.0 -0.2 -0.3 -0.1
Fuel -0.2 -0.6 -0.7 -0.4 -0.4 -0.5 -0.1 -0.2 -0.1
Other -0.1 -0.2 -0.1 -0.1 -0.1 -0.5 -0.1 -0.1 0.0
Clearance revenue 4/ 15.4 13.8 12.9 15.0 16.0 17.6 4.0 4.1 3.9
Total expenditure 29.8 27.6 29.3 325 313 314 74 6.6 7.0
Recurrent expenditure 27.5 25.4 27.3 30.7 29.9 27.2 6.6 6.3 6.8
Wages and salaries 13.1 11.0 11.8 12.9 13.8 14.0 35 33 33
Social contributions 13 1.0 1.2 1.3 13 0.0 0.0 0.3 0.3
Use of goods and services 4.3 3.8 3.8 4.2 4.6 4.0 0.6 0.5 0.5
Transfers 6.1 7.0 7.7 9.1 6.5 6.4 1.4 1.3 16
Minor capital 0.1 0.1 0.1 0.2 0.2 0.4 0.1 0.0 0.0
Interest 0.5 0.4 0.3 0.4 0.7 0.8 0.1 0.1 0.2
Domestic 0.5 0.4 0.3 0.3 0.7 0.0 0.0 0.1 0.2
External 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net lending 5/ 1.7 1.7 1.9 2.2 2.1 1.6 04 0.6 0.6
Earmarked payments 6/ 0.5 0.5 0.5 0.5 0.6 0.0 " 0.4 0.2 0.2
Property tax 0.2 0.2 0.3 0.2 0.3 0.0 0.0 0.2 0.2
Transportation fees 0.2 0.2 0.2 0.3 0.3 0.0 0.0 0.1 0.1
Recurrent balance -4.8 -4.1 -8.1 -8.5 -5.7 -1.1 0.2 0.4 -0.8
Development expenditure 2.3 2.2 2.0 1.8 1.4 4.2 0.8 0.2 0.2
Overall balance -7.1 -6.4 -10.1 -10.3 -7.0 -5.3 -0.6 0.2 -1.0
Total financing 7.1 6.4 10.1 10.3 7.0 5.3 0.6 -0.2 1.0
External financing 4.5 4.1 29 31 1.8 3.0 0.0 0.1 0.1
Budget support 3.4 3.1 29 23 1.1 1.4 0.0 0.0 0.0
Development financing 1.1 1.0 -0.1 0.8 0.8 1.6 0.0 0.1 0.1
External debt repayment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Extenal arrears 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Domestic financing 2.6 2.2 7.2 73 5.5 0.0 0.0 -0.1 1.0
Net domestic bank financing 0.5 1.0 4.7 3.5 0.5 0.0 0.0 -0.3 -1.5
Non-bank financing 21 1.2 2.6 3.7 5.0 0.0 0.0 0.1 25
Domestic arrears 21 1.2 2.6 3.7 5.0 0.0 0.0 0.1 2.5
Expenditure arrears 2.1 1.2 2.6 3.7 5.0 0.0 0.0 0.1 2.5
New arrears 4.7 34 5.1 6.7 7.4 3.0 0.0 11 29
Arrears repayment -2.6 -2.2 -2.5 -2.9 -2.5 -3.0 0.0 -0.9 -0.5
Residual 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Errors and omissions/financing gap 7/ 0.0 0.0 0.0 -0.1 -0.3 2.3 0.6 -0.2 0.0
Memorandum items:
Nominal GDP (in millions of shekels) 58,111 58,484 61,066 53,446 56,304 59,232 59,232 59,232 56,304

Source: Palestinian Authority, Ministry of Finance and Planning.

1/ a) The monthly projections are based on the annual budget and seasonal factors calculated, for most aggregates, over the last 5 years, corrected for one-off special transactions.
2/ Revenue is presented on a cash basis and expenditure on a commitment basis.

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

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

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

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

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

2017 2018 2019 2020 2021 Mar-22
Budget
Baseline Scenario Proj. 1/ 2022 Actual in % 2021 Change 2021-2020
Actual of Budget In NIS In %
Total net revenue 2/ 13,194 12,408 11,713 11,887 13,676 15,457 4,011 4,015 26.0 3,381 634 19
Net domestic revenue 4,228 4,316 3,845 3,846 4,685 5,034 1,659 1,565 311 1,202 363 30
Gross domestic revenue 4,419 4,817 4336 4133 4,980 5,628 1,793 1742 " 310 1,259 483 38
Domestic tax revenue 2,751 2,997 2,734 2,524 3,221 3,750 1,198 1,135 30.3 875 260 30
Earmarked collections 3/ 265 274 327 336 458 491 236 263 53.5 143 119 83
Non-tax revenue 1,404 1,545 1,276 1,274 1,300 1,387 359 345 249 241 105 43
Tax refunds -192 -501 -492 -288 -295 -594 -134 -178 29.9 -57 " -120 210
Fuel -117 -364 -440 -216 -248 -306 -85 -145 473 -45 -100 222
Other -75 -137 -52 -72 -47 -288 -48 -33 114 -12 -20 164
Clearance revenue 4/ 8,966 8,092 7,869 8,042 8,991 10,424 2,352 2,450 235 2,179 7 12
Total expenditure (commitment basis) 17,316 16,127 17,889 17,446 17,786 19,068 4372 4,007 21.0 3,960 46 1
Recurrent expenditure 15,995 14,829 16,674 16,494 17,006 16,597 3,887 3,873 233 3,820 53 1
Wages and salaries 7,631 6,424 7,235 6,887 7,79 8,272 2,068 1,962 237 1,885 77 4
Social contributions 735 601 713 671 742 187 180 7 4
Use of goods and services 2,502 2,211 2,291 2,262 2,607 2,394 371 306 12.8 272 33 12
Transfers 3,559 4,068 4,723 4,887 3,687 3,779 838 744 19.7 908 -164 -18
Minor capital 68 53 58 93 106 217 54 5 24 2 3 165
Interest 274 231 188 192 403 487 87 71 ' 145 102 " -31 -30
Domestic 269 225 169 171 385 70 96 -26 27
External 4 6 18 2 18 1 6 -5 -87
Net lending 5/ 960 967 1,138 1,167 1,208 957 233 336 351 327 9 3
Earmarked payments 6/ 265 274 327 336 458 491 236 263 ' 53.5 143 " 119 83
Property tax 131 130 180 130 141 100 91 8 9
Transportation fees 134 145 147 145 172 47 40 7 19
Others 60 145 115 12 103
Recurrent balance (excl. grants) -2,800 -2,421 -4,961 -4,606 -3,330 -1,140 124 142 ' -12.4 -439 " 581 -132
Development expenditure 1,321 1,298 1,215 953 780 2,471 484 134 5.4 140 -7 -5
Overall balance (excl. grants) -4,122 -3,719 6,176 -5,559 -4,110 -3,611 -360 8 "2 -580 588 -101
Total financing 4,122 3,719 6,176 5,559 4,110 3,611 360 8 02 580 -588 -101
External financing 2,597 2,412 1,746 1,672 1,026 1,782 0 60 " o34 35 25 70
Budget support grants 1,965 1,841 1,776 1,220 601 810 20 25 0 20
Development financing grants 632 571 -31 452 425 972 40 41 35 5 13
Domestic financing 1,526 1,270 4,424 3,887 3,082 0 0 -2 543 615 113
Net domestic bank financing 307 569 2,851 1,895 285 0 -154 -845 691 -82
Non-bank financing 1,219 700 1,573 1,992 2,797 0 0 82 1,388 -1,306 -94
Domestic arrears 1,219 700 1,573 1,992 2,797 0 0 82 1,388 -1,306 94
Expenditure arrears 1,219 700 1,573 1,992 2,797 0 82 1,388 -1,306 -94
New arrears 2,715 1,967 3,085 3,554 4,189 1,782 643 1,651 -1,008 -61
Arrears repayment -1,495 -1,267 -1,512 -1,562 -1,391 -1,782 -561 -264 -297 113
Residual -2 38 6 0 2 0 4 2 3 163
Errors and omissions/financing gap 7/ 0 0 0 0 0 1,829 360 0 0
Memorandum items:
Exchange rate (NIS/$)(period average) 8/ 3.60 3.59 3.56 3.44 3.30 3.24
Nominal GDP (in millions of shekels) 58111 58484 61,066 53446 56304 59,232 59,232 59,232 56,304
Recurrent balance in % of GDP -4.8 -4.1 8.1 -8.6 5.9 -1.9 0.2 0.2 0.8
Overall balance in % of GDP 71 6.4 -10.1 -10.4 73 6.1 06 0.0 -1.0

Source: Palestinian Authority, Ministry of Finance and Planning.

1/ a) The monthly projections are based on the annual budget and seasonal factors calculated, for most aggregates, over the last 5 years, corrected for one-off special transactions.
2/ Revenue is presented on a cash basis and expenditure on a commitment basis.

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

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

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

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

7/ +=financing need.

8/ Annual data: annual average; monthly data: end-of-period.
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Table 2. Palestine--Central Government Revenue 1/
(In millions of shekels; commitment basis)

2017 2018 2019 2020 2020 Mar-22
Budget Proj. 1/ Actual 2021 Change asa%
Total net revenues 2/ 12,880 12,256 12,383 11,832 13,714 15,457 3,961 4,122 3,303 818 25
Net domestic revenue 4,158 4,206 3,711 3,741 4,385 5,034 1,455 1,522 1,112 411 37
Gross domestic revenue 4,419 4,817 4,336 4,133 4,980 5,628 1,589 1,742 1,259 483 38
Tax revenue 2,751 2,997 2,734 2,524 3,221 3,750 1,073 1,135 875 260 30
Income tax 790 849 747 643 722 811 353 401 279 121 43
Value added tax 1,011 1,198 1,082 1,052 1,199 1,375 409 387 304 83 27
Customs 737 698 664 517 936 1,163 293 265 208 57 28
Excises on beverages 5 5 4 5 5 12 0 1 1 0 5
Excises on tobacco 194 235 222 291 343 372 4 69 73 -4 -5
Property tax 3/ 13 13 14 15 15 18 14 12 10 1 13
Non-tax revenue 1,404 1,545 1,276 1,274 1,300 1,387 359 345 241 105 43
Domestic fees and charges 1,394 1,530 1,268 1,179 1,298 345 240 105 a4
Stamps tax 0 0 0 0 0 0 0 0
Civil registration fees 4 6 8 6 68 21 8 14 179
Health fees 97 103 110 91 141 34 24 10 40
Health insurance 203 190 212 208 231 79 63 16 25
Transportation 3/ 133 139 147 145 171 45 40 5 12
Agricultural services 6 6 8 6 6 2 1 0 22
Local government 5 4 5 5 6 2 1 0 35
Ministry of Economy 19 21 19 11 19 7 3 4 122
Shari'a Courts fees 9 6 6 5 6 2 0 17
Land registration 137 134 129 102 175 42 28 14 51
Ministry of housing 0 0 4 1 1 0 0 0 2,521
Tourist fees 3 3 3 1 1 0 0 0 118
Telecommunication fees 76 79 81 29 4 0 3 -2 -84
Ministry of Education 20 20 21 18 25 4 4 0 9
High Court of Justice fees 58 60 65 43 56 16 11 5 42
Foreign Affairs 2 2 2 1 2 0 0 0 28
Licenses 326 317 115 235 162 16 2 14 914
Others 299 439 333 271 224 75 51 25 48
Training fees 0 0 0 0 0 0 0 0 9,597
Investment profits 10 16 7 95 2 1 1 [1] -5
Earmarked collections 265 274 327 336 458 491 156 263 143 119 83
Property tax 131 130 180 130 141 103 100 91 8 9
Transportation 134 145 147 145 172 44 47 40 7 19
Others 60 145 8 115 12 103 865
Tax refunds -261 -611 -625 -392 -594 -594 -134 -220 -147 -73 49
Fuel -141 -364 -440 -216 -248 -306 -85 -145 -45 -100 222
Other 3/ -121 -248 -185 -176 -346 -288 -48 -75 -102 27 -27
Clearance revenue 8,722 8,050 8,672 8,091 9,329 10,424 2,506 2,600 2,192 408 19
Customs 3,354 3,472 3,686 3,828 4,483 4,777 1,102 1,343 1103 240 22
Value added tax 2,288 2,004 2,147 1,838 2,026 2,564 642 546 478 68 14
Purchase tax -5 -14 -16 -15 -18 -4 -4 -8 4 -48
Petroleum excise 2,904 2,481 2,628 2,364 2,578 2,969 724 680 619 61 10
Income tax 180 71 225 76 260 114 41 35 0 35
Other 2 36 0 0 0 0 0 0
Memorandum items:
Clearance revenue adjustment 244 41 -803 -49 -338 -149 -13 -137 1,067
Arrears on tax refunds 70 110 133 104 299 42 90 -48 -53
Accrued revenues adjustment
Net revenue (cash basis) 13,194 12,408 11,713 11,887 13,676 15,457 3,961 4,015 3,381 634 19

Source: Palestinian Authority, Ministry of Finance and Planning.

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

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

3/ Refunds on VAT collections and on customs fees and charges.
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Table 3. Palestine--Central Government Expenditure by Functional Organization
(In thousands NIS: commitment base)

2017 2018 2019 2020 2021 Mar-22
Actual

Central Administration 1,576,063 949,162 980,499 1,544,757 1,418,355 269,764
Security and Public Order 4,423,095 3,450,129 3,870,696 3,810,318 3,939,147 925,659
Financial Affairs 2,104,918 2,782,530 3,429,960 3,243,271 3,121,589 646,388
Foreign Affairs 287,677 355,699 349,272 313,812 262,013 55,725
Economic Development 434,006 456,730 434,928 402,308 364,446 80,759
Social Services 5,991,269 6,476,969 6,864,779 6,237,623 6,616,417 1,350,967
Cultural and Information Services 274,993 292,160 387,023 303,263 280,353 57,082
Transport and Communication Services 94,083 94,447 106,492 94,954 117,970 22,213
Total 15,186,105 14,857,826 16,423,647 15,950,306 16,120,289 3,408,558

Source: Palestinian Authority, Ministry of Finance and Planning.

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

2017 2018 2019 2020 2021 Mar-22
Domestic bank debt (stock) 5,224 5,034 5,452 7,476 7,881 7,472
Loans 2,834 2,401 3,262 4,598 4,834 4,642
Short-term 492 505 2,079 1,891 372 485
Long-term 2,342 1,896 1,183 2,707 4,463 4,156
Overdrafts 1,478 1,687 1,091 1,631 1,754 1,581
Petroleum Authority 1/ 859 896 1,049 1,046 1,092 1,049
Other public institutions 2/ 52 51 51 201 201 201
Net domestic bank financing 3/ 307 569 2,851 1,895 285 -154
Loans and overdrafts -317 -190 418 2,024 405 -409
Other domestic bank financing 4/ 624 759 2,434 -129 -120 255
Domestic non-bank financing 1,219 700 1,573 1,992 2,797 82
Expenditure arrears 1,219 700 1,573 1,992 2,797 82
New arrears 2,715 1,967 3,085 3,554 4,189 643
Repayment previous years' arrears -1,495 -1,267 -1,512 -1,562 -1,391 -561
Total domestic financing 1,526 1,270 4,424 3,887 3,082 -72

Source: Palestinian Authority, Ministry of Finance and Planning.

1/ Bank loans to the Petroleum Institute.
2/ Bank loans to other budgetary institutions.

3/ Change during the period in the stock of debt held by the banks; From table 1b.
4/ Calculated as net domestic bank financing minus bank loans and overdrafts.
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Table 5. Palestine: Domestic Arrears
(in millions of NIS)

2017 2018 2019 2020 2021 Mar-22
New arrears for the period:
Net revenue commitment basis 12,880 12,256 12,383 11,832 13,714 4,122
Net revenue cash basis 13,194 12,408 11,713 11,887 13,676 4,015
New revenue arrears for the period -314 -152 670 -55 39 107
Clearance revenue:
Clearance revenue commitment basis 8,722 8,050 8,672 8,091 9,329 2,600
Clearance revenue cash basis 8,966 8,092 7,869 8,042 8,991 2,450
Clearance revenue arrears: -244 -41 803 49 338 150
Tax refunds:
Tax refunds commitment basis 261 611 625 392 594 220
Tax refunds cash basis 192 501 492 288 295 178
Tax refunds arrears 70 110 133 104 299 42
Other revenue arrears 0 0 0 0 0 0
Recurrent expenditure commitment basis 15,995 14,829 16,674 16,494 17,006 3,873
Recurrent expenditure cash basis 13,680 13,157 14,092 13,320 13,057 3,298
New recurrent expenditure arrears for the period 2,314 1,672 2,582 3,174 3,949 575
Development expenditure commitment basis 1,321 1,298 1,215 953 780 134
Development expenditure cash basis 921 1,003 712 572 541 66
New development expenditure arrears for the period 400 295 503 380 240 68
Total new expenditure arrears for the period 2,715 1,967 3,085 3,554 4,189 643
Stock of previous years' arrears beginning of the period 1/ 1,540 2,000 2,810 4,516 6,613 9,710
Private sector 1,328 1,542 1,419 2,106 2,441 3,187
Other 212 458 1,392 2,410 4,172 6,523
Repayment previous years' arrears -1,495 -1,267 -1,512 -1,562 -1,391 -561
Stock of previous years' arrears at the end of the period 44 733 1,298 2,954 5,221 9,149
New arrears current period:
Tax refund arrears 70 110 133 104 299 42
New expenditure arrears 2,715 1,967 3,085 3,554 4,189 643
Total new arrears current period 2,784 2,077 3,218 3,659 4,488 685

Source: Ministry of Finance and Planning.

1/ Reflects the part of the stock of arrears that is carried over in the accounting system from the previous year.
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Table 6. Palestine--External Financing
(In millions of shekels)
2017 2018 2019 2020 2021 2022
Total external financing (net)(Stock) 2,597 2,412 1,746 1,672 1,026 60
Grants 2,597 2,412 1,746 1,672 1,026 60
Budget support 1,965 1,841 1,776 1,220 601 20
Arab donors 524 1,091 876 132 315 16
International donors 1,441 750 900 1088 286 4
Development financing 632 571 -31 452 425 40
Loans (Stock) 3,626 3,882 4,210 4,259 4,087 4,152
Budget support 3,626 3,882 4,210 4,259 4,087 4,152
Arab institutions 1,964 2,120 2,555 2,624 2,555 2,608
International and regional institutions 1,191 1,276 1,162 1,084 1,031 1,043
Bilateral loans 471 486 492 551 501 500
Development financing
Amortization
Memorandum item
Exchange rate (NIS/USD) avarege 3.60 3.59 3.58 343 3.24 3.18
Source: Palestinian Authority, Ministry of Finance and Planning.
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1. Social assistance benefits -26
Social assistance -46
Assistance to vulnerable families 21
Unemployment benefits 47
2. Social security benefits (civilian and military pensio -14
3. Payments to NGOs and civil society & universities 30
4, Compensation for damages & emergency expendit 256
5. Local government support -100
6. Other transfers 1
7. Educational subsidies & scholarships -93
Total -18
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Source: Palestinian Authority, Ministry of Finance

41 |Page



g-i'\*d\ auj\e ;\,)SLAJ\ &y glatl

Fiscal Developments during the first quarter 2022 in NIS million.
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