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Annual Report of the IMF Committee
on Balance of Ryments Statistics

I. Intr oduction

The IMF Committee on Balance oafments Statistics
was established in 1992 for the follmg purposes: to

1998, in the global current account statistics, the imbal
ance returned to a net debit aftevihg shavn an un
usual net credit in 1997 he discrepancies in mgrof
the component items remain high, with the data en in

oversee the implementation of the recommendationsyestment income and goods transactions continuing to

contained in the reports of tMF working parties that
investicated the principal sources of discrepann

shav the lagest imbalances between recorded credits
and debits. Inihancial account transactions, net imfk

global balance of payments statistics published by thegyrpassed net outfis, in line with the trend since 1991.

IMF; advise the IMF on methodological and compilation
issues in the comeof balance of payments and interna
tional investment position statistics; and foster greater
coordination of data collection among countriébe

In 1998, the discrepancies in portfoliovéstment and
other irvestment were ery lage hut were, to a certain
extent, ofsetting: recorded transactions in portfolie in
vestment assetxeeeded those in portfolio viastment

membership of the Committee as of December 31, 1999|5pjjities by $119 billion (theifst time that recorded

and its terms of reference are presentedipipendices 1
and 2, respeately. In 1999, the Committee held its
twelfth meeting in Octobein Santiago, Chile.

This report is structured as folls: Section Il presents
the BExecutve Summary Section Il preides an
overview of statistical discrepancies in the global balance
of payments statistics published by the IBIStatistics
Department. Section IV discusses the Commitaerk
program during 1999, and Sectivhconcludes with a

transactions in assetsveaexceeded those in liabilities),
while for other iwvestment recorded liabilitiexeeeded
recorded assets by a record $206 billion.

Committe@Mork Program

Events in internationaliriancial markts wer the last
few years hae meant that there is a stronger appreciation
by national authorities and internationalaincial ogani

discussion of the issues that the Committee plans-to ad zations of the need to impre the quality of economic

dress in the coming year

II. Executive Summary

The following summary discusses recent trends in
global balance of payments statistics and the Commit
tee’s work program in 1999.

Recent Tends in Global Balance of
Payments Statistics

Balance of payments statistics reported to the §MF’
Statistics Department and published in the 1B8&nce
of Payments Statisticgearbookcontinue to reeal siz

and fnancial statistics. In that gard, the Committee at
its October 1999 meeting discussed inveroents to the
reporting and measurement ofternal debt as well as
guidelines to assist countries report data on their interna
tional reseres and foreign currepdiquidity positions of
the central authorities. kever, while recognizing the
importance of this information, the Committegyeessed
resenations about the impact additional data demands
might have on the quality of data presently reported
within the fram&vork of BPM5. Increasing the frequeyc
was considered to be especially problematic in compiling
good quality stock data orxternal debt.

The Committee also veewed the results of thérét in-
ternationally coordinated sy of portfolio investment,

able discrepancies in global summations of current, cap undertalen under the auspices of the IMiAd @amined

ital, and fnancial account transactions. In principle, the
world current, capital, andrfancial accounts should
each sum to zeropbthis does not happen in practice be
cause of dierent recording practices among countries
with respect to oceerage, aluation, classi€ation, difer-

the report of a task force set up txamine future op
tions. In the vier of the Committee, the 1997 seywas
such a success that it adopted the task formom
mendation to conduct a repeat syr(at yearend 2001).
The content of the mé suney is to be gtended to in

ent timing of cross-border transactions, and transactionsclude countriegdortfolio holdings of assets of short-term

that are missed altogether by one party or the .other

debt securities (in addition to long-term debt securities
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and equities included in th&dt suney) held as claims  on debt securities be standardized across all macroeco
on nonresidents, and totend participation to more  nomic statisticsThe Committee w&s also apprised of
countries and dé$hore centersThe surey was recom progress that countries are making in reporting their bal
mended by theGodeaux Reporaés a step tward ad ance of payments and internationaldstment position
dressing global asymmetries in portfolivéistment. In data to the IMF on the basis of the clasation system
the first suney, 29 countries participated, including most of BPM5 The Committee recommended that a task force
of the important imestor countries, and an additional be set up toxamine the use of databases onvitiial
$750 billion in assets were idemtifl. The results of the  securities for use in compiling portfolioviestment sta
suney were published in January 2008s an asset sur  tistics and other applications (such as fetemal debt
vey, with information on the issues by counterpart coun data and the resezs data template). Itag proposed that
tries, the CPIS can prie useful information for esti the task force comprise the BIS, the ECB, and the, IMF
mating countriesliabilities to nonresidents in these with possible indiidual country representatioAmong

instrumentsThe potentially benédial impact of this ini the other subjects vieewed by the Committee were: a
tiative on accurately recording the rapidly \giog vol- paper on impreing measurement in transportation-ser
ume of cross-border aetly in portfolio securities is un vices in Chile; a paper from France oATIS; papers
derscored by the ditulties that may countries hee from Germaw on the implications of the introduction of
encountered, asvielenced by the continuing e dis the euro on the German balance of payments and on the

crepancies in the global balance of payment statistics onintroduction of euro bank notes (in 2002) on the German
portfolio investment ihancial flovs and the relatedin  travel account; a paper from the Bank of Russia on the
come flaws. Russian balance of payments in the latter half of the
Subject to the adoption of thewéte of 1993 SM on 1990s; a paper from the United Kingdom on smuggling;
financial denvatives by the UNSC by the end of Febru developments in balance of payments and international
ary 2000, the Committee adopted the draftrite of investment position statistics as a result of the creation of
BPM5that tales account of the changes in the statistical the European Economic and Monetary Union (EMU)
treatment of ihancial dewatives. As these proposed and the introduction of the euro; and the implementation
changes fod993 SM andBPM5have been prepared in  of the BPM5in Canada andustralia. The Committee
conjunction with each othetthe conclusion of the  was brought up to date on therk being undertadn on
process of appk@l for one is dependent on the apfio international banking statistics (at the BIS), and on
of the other: the wrding of the tw documents is virtu progress tward the deelopment of macroprudential-in
ally identical in maw instances. It &ws decided to dis dicators (at the IMF and elsbere). The Committee as
tribute the document to the IM§'membership and to also advised about the technical assistance program con
other interested parties and to place it on the Commit ducted by the IMF
tee’s website, noting that the proposals for the treatment
of financial d_erfvatives in direct inestment_ and resesv . RecentTrends in Global Balance of
assets are pvisional and are to beviewed in two years
when countries hee had more xperience in measuring
financial denatives.The Committee w&s also preided In principle, the combined surpluses and the combined
with a report from the United Kingdom on the implica deficits arising from the current account transactions of
tions on balance of payments reporting of global booking all countries (including international ganizations)
of financial denvatives and an update ofork at the BIS should ofset each otherlbecause one countsytredits
on international actity in financial denatives. are the debits of anothdrhe same principle applies in
As for other actiities in 1999, the Committee sup the recording of wrld capital andifancial transactions.
ported the IMF proposals on clarifying the treatment of However, in practice, sizable statistical discrepancies are
direct investment relationshipsvalving banks, nonbank  evident in the global balance of payments statistics, pri
financial institutions, and SPEs; accepted in principle an marily reflecting incomplete a®rage and inaccurate
IMF proposal clarifying the treatment ofve¥se transac and inconsistent recording of cross-border transactions
tions; continued to monitor theiEopment of a manual by countries. Each yeahe IMF's Statistics Department
on statistics of international trade in services; and re publishes irBBOPSYa summary statement of the global
viewed a proposal that the treatment of accrued interestdiscrepancies in the main components of the balance of
payments statistic.hese data, which are presented in a
" 1The Results of the 1997 Cdarated Rrtfolio Investment Surye slightly changed format ifiables 1 and 2, shoconsid
(Washington: IME January 2000). erable ariability. It should be noted that maerrors and

Payments Statistics
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omissions dbet or cancel each other and therefore
would not be reflected in the net balancesxshim these
tables. Br example, a direct westment flaw may be

$62 billion. Morewer, as these import data are not ad
justed for balance of payments requirements (i.ey, the
are recorded c.i.f., not f.o)bthe imbalance is Iy to

recorded as a portfolio transaction credit by one country be lager on a balance of payments basis.

and a direct ivestment flav debit by the othefThis im
balance may be counterbalanced wisere by a loan
debit being recorded as a portfolio deB#.a result, the
two portfolio transactions being recorded will cancel out
each other for one country while further coundding
errors may dbet the diferent recording by the other

Given that absolute Vels can be sorhat misleading,
an alternatie way of assessing the sigodénce of the dis
crepancies is to we the imbalances as a percentage of
gross transaction3o that end, some ratios are wimoas
memorandum items ifable 1. From these it can be seen
that the imbalance on current account as percent of total

countries. Discrepancies among the component itemstransactions in the current accourasi.2 percent, about

will partly reflect diferences among countries in their
classifcation of external transactions.

The global current account data for 1998vghbe e-
cess of recorded debitser credits rising to $37 billion,
which is somehat beleov the arerage imbalance for the
last eight years. Lge ofsetting statistical discrepancies
remain in the goods and in the income accourfie
global data on capital account imbalancesjirtgaim-
proved marledly in 1996 and 1997, deteriorated sharply
in 1998 to produce theawst outturn since 1995.

The imbalance on thég&ncial account, althoughlfing
$34 billion, was still \ery lage, at $110 billion, in 1998,
with an ecess of recorded infles (liabilities to nonresi
dents) oer outflovs (assets of residentdjhe discrep
ang in the fnancial account haveraged $121 billion a
year wer the 1991-98 period and ranges from $62 billion
in 1994 to $154 billion in 199@he discrepancon trans
actions in “other imestment” reached a record $206 bil
lion in 1998, almost twice the imbalance in 1997, the pre
vious worst imbalance, with sign versed (recorded
inflows exceeded recorded outils) from the preious
year On the other handyven though the imbalance in
portfolio investment fell by more than half, to $119-bil
lion—with recorded outflws exceeding inflevs for the
first time—the size of the imbalance and itdatility
highlights the need for impved data for this series. (See
Coordinated Prtfolio Investment Suryg

Global CurrentAccount

The global current account data presentedable 1
showv an excess of recorded debitser credits of $37 bil
lion in 1998, slightly lager than the leel of the prgious
year and sonwehat belov the aerage imbalance of the
years 1991-98.

Credits in the goods accountceeded debits by $80
billion; while this is the smallest imbalance since 1993,
it is still a major discrepagcMuch of this imbalance is
attributable to trade within the EU, whose Intrastat, a sur
vey of businesses emged in trade with other EU partner
states, reportedxports eceeding imports in 1998 by

the average of the préous four years, while, for gross
merchandise trade transactions, the imbalance in 1998
(0.08 percent) as the lavest imbalance since 1992.

Among the standard components that enag the cur
rent account, the data on income transactions—compen
sation of emplgees and westment income—skw an
excess of recorded debityer credits of $109 billion in
1998, a deterioration of about 30 percent from theipre
ous two yearsAs a percentage of total incomevils, the
imbalance wvas 4.2 percent in 1998, thesst ratio of the
decadeThis imbalance is more than accounted for by in
come on portfolio and othervastment, which sheed
an ecess of debits\er credits of $135 billion in 1998,
which, while similar to the imbalance in 1997, is about
15 percent higher than theemage for the 19905 he
negative sign of the discrepaydn investment income is
consistent with the sign of the discrepgait the global
financial account data, where recorded infcare con
sistently higher than recorded outile. This negative
imbalance was ofset to a certainxent by reirested
earnings on direct westment, which recorded arcess
of credits @er debits of $40 billion, which as, nonethe
less, an impreement from the préous three years when
the imbalance hadvaraged $60 billion.

The small werall discrepanc of $12 billion (credits
exceeding debits) in international services transactions
in 1998 also masks fsktting discrepancies in the -un
derlying components.df example, with respect to the
recording of transportation transactions, whichvetub
the lagest discrepang the global data sho that
recorded debitsxeeeded credits by $61 billion in 1998,
along the lines of the imbalance of the threevioes
years.This imbalance ws more than et by the sum
of the discrepancies for tral and other services, as
credits eceeded debits by $40 billion for both, seme
what worse than thewerage for the decade. On the
other hand, thexeess of debitswer credits of $6 bil
lion for government services as the lavest for the
decade. In its wrk program, the Committee is taking a
close interest in the measurement and presentation of
trade in services data.



ANNUAL REPORI

Table 1. Global Balances on Current Account
(In billions of U.S. dollars)

Average
Imbalance
1991 1992 1993 1994 1995 1996 1997 1998 1991-98

Current account balance -102.0 -1015 -62.1 -36.0 -34.3 -18.6 32.3 -36.8 -44.9
Trade balance 32.5 38.6 67.0 97.2 115.0 97.6 117.3 80.1 80.7
Credit 3,508.9 3,7325 3,721.9 4,224.0 5,058.0 5,307.8 5,505.3 5,377.1
Debit 3,476.0 3,693.9 3,654.9 4,127.2 4,943.0 5,210.2 5,388.0 5,297.0
Services balance -40.2 -28.1 -18.3 -4.0 -13.2 -1.3 16.6 12.0 -9.6
Credit 886.1 980.7 9959 11,0808 1,231.9 1,313.8 1,363.3 1,361.0
Debit 926.3 1,008.8 1,014.2 1,084.8 1,2451 11,3151 1,346.7 1,349.0 o
Transportation -48.6 -53.0 -55.8 -55.7 -66.3 -63.6 -64.8 -60.9 -58.6
Travel 19.2 17.8 26.4 24.5 29.1 39.3 36.7 40.2 29.2
Government services -26.7 -17.9 -9.3 -10.9 -13.8 -11.4 -10.3 -6.8 -13.4
Other services 16.0 25.0 20.4 38.1 37.9 34.4 55.2 39.4 33.3
Income balance -64.9 -70.1 -66.8 -73.6 -87.9 -83.6 -82.5 -109.3 -79.8
Credit 902.5 920.1 919.8 923.2 1,104.8 1,171.3 1,222.4 1,251.5
Debit 967.4 990.2 986.6 996.8 1,192.7 11,2549 1,304.9 1,360.8 -
Compensation of employees -7.3 -9.7 -10.1 -8.7 -9.0 -9.6 -7.1 -8.4 -8.7
Reinvested earnings 48.6 38.1 45.8 41.1 57.8 67.5 56.8 40.7 49.5
Other direct investment income 3.8 6.0 -0.7 11.1 -17.9 -14.5 0.0 —-6.3 -2.3
Portfolio and other investment
income -110.0 -1046 -101.8 -117.1 -118.7 -127.0 -132.4 -1353 -1184
Current transfers balance -29.4 -41.9 —44.0 -55.6 -48.2 -31.3 -19.1 -19.6 -36.1
Credit 328.2 310.1 293.8 295.8 326.0 367.5 360.7 370.6
Debit 357.6 352.0 337.8 351.4 374.2 398.8 379.8 390.2

Memorandum items
Current account balance as
percent of gross current

account transactions 0.9 0.8 0.5 0.3 0.2 0.1 0.2 0.2 0.5
Trade balance as percent of

gross goods transactions 0.5 0.5 0.9 1.2 1.1 0.9 1.1 0.8 1.0
Service balance as percent of

gross service transactions 2.2 1.4 0.9 0.2 0.5 0.0 0.6 0.4 0.9
Income balance as percent of

gross income transactions 3.5 3.7 3.5 3.8 3.8 3.4 3.3 4.2 3.7

Current transfers balance as
percent of gross current
transfer transactions 4.3 6.3 7.0 8.6 6.9 4.1 2.6 2.6 6.0

Source: IMF, Balance of Payments Statistics Yearbook, Volume 50, Part 2 (Washington, 1999).

The imbalance in the recording of current transfers in Global Capital and khancial Accounts
1998 was $20 billion, debitsxeeeding credits—which
continues the trend throughout the decade afliad im- The overall imbalance in the capital account, comypris
balance, which, as a percentage of gross transactions ifng capital transfers and acquisitions and disposals of
current transfers, as 2.6 perceniThe excess of debits ~ nonproduced, noirfancial assets, amounted to $9- bil
over credits has characterized the imbalance for yearslion in 1998, about thevarage for the decadeutha
and may in part bexplained by a misclassifation with substantial deterioration from the near balance recorded
capital transfers, which ke consistently recorded ax-e in 1996 and 1997. In relag terms, the size of the
cess of creditswer debits. discrepang, as a percentage of gross transactions, at
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Table 2. Global Balances on Capital and Financial Accounts
(In billions of U.S. dollars)

Average
Imbalance
1991 1992 1993 1994 1995 1996 1997 1998 1991-98

Capital account balance 9.8 19.6 19.3 22.5 17.6 1.1 -0.5 -8.8 10.1
Credit 23.5 28.8 315 44.3 39.0 55.2 45.6 45.7
Debit 13.7 9.2 12.2 21.8 21.4 54.1 46.1 54.5

Financial account balance 157.3 129.1 91.6 62.2 118.6 154.8 144.1 110.3 121.0

Direct investment -42.3 -30.7 -7.8 -18.5 -8.0 2.1 17.3 26.3 7.7
Abroad -199.9 -201.2 -227.8 -2625 -334.1 -365.6 -441.2 -611.9

In the reporting economy 157.6 170.5 220.0 244.0 326.1 367.7 458.5 638.2 ce

Portfolio investment 75.0 104.7 156.2 66.8 187.8 175.9 280.0 -119.1 115.9
Assets -3419 -352.3 -542.3 -344.0 -365.0 -624.6 -717.3 -963.3
Liabilities 416.9 457.0 698.5 410.8 552.8 800.5 997.3 844.2

Other investment 145.1 85.2 15.2 55.5 -12.8 10.7 -109.0 206.0 495
Assets 229 -3054 -4335 -266.2 -6856 -766.1 -1,316.8 -—446.0

Liabilities 122.2 390.6 448.7 321.7 672.8 776.8 1,207.8 652.0 o

Reserves plus LCFAR 1 -20.5 -30.2 -72.0 -41.6 -48.4 -34.0 —44.2 -2.9 -36.7
Reserves -52.8 -69.9 -106.2 -112.2 -190.0 -190.3 -104.0 -32.3
LCFAR 1 32.3 39.7 34.2 70.6 141.6 156.3 59.8 29.4

Net errors and omissions -65.1 —47.2 -48.8 -48.7 -101.9 -137.3 -1759 -64.7 -86.2

Source: IMF, Balance of Payments Statistics Yearbook, Volume 50, Part 2 (Washington, 1999)
Note: In the financial account, no sign in the balances indicates an excess of recorded inflows over outflows: a negative sign indicates an excess

of recorded outflows.

1Liabilities constituting foreign authorities’ reserves. The data on liabilities constituting foreign authorities’ reserves were derived from information
collected by the IMF from a sample of large reserve-holding countries. These data were used to adjust portfolio and other investment liabilities to

better align the data with the corresponding asset series.

8.8 percent, is lger for capital transfers than foryan

other major component.

In the global inancial account, recordeth&ncial in
flows persistently xceed recorded outfles; in 1998 the
imbalance amounted to $110 billion, whichasy
nonetheless, an imprement @er the discrepancies of

$144 billion and $154 billion in 1997 and 1996, respec

tively. However, among the components of thieancial
account, the imbalances remagry \olatile. The imbal
ance inother investmenjumped to $206 billion in 1998,
almost double the imbalance of 1997 and with a changenet flows reflected in both otheriastment assets and-lia
in sign so that creditsxeeeded debits, representing a bilities, which may be related to the internatiomaducial
major change from the nebhalance in 1996 and 1995.
Much of the change is accounted for by ayéambat
ance in currencand deposits of $140 billion in 1998in
flows exceeding outflavs), three times the imbalance of
the average of 1995-97. Similarlyoans rgistered an
imbalance of $66 billion (inflws exceeding outflavs),
following a virtual balance in 1997. Maountries hee
difficulty separating loans from currgnand deposits, in
which case, the imbalance of theotweries might pro
duce a smaller imbalance. Wever, whereas this hap
pens in some years, in 1998, the sum of the imbalancesnittees decision to create a separate functionalgoaye

in curreny and deposits and loans resulted in credits e
ceeding debits by $231 billion. Continuingrlkt of the
BIS in developing its international banking statistics may
help to reduce these imbalances.

Portfolio investment transactions shed a discrepanc
in 1998 of $119 billion, outflws exceeding inflavs for the
first time. This turnaround in the discrepgneeflects a
measured increase in portfoliovgstment net outfles at
the same time as recorded liability netwffodecreased.
(The latter decreaseas consistent with the decreases in

crises in 1997 and 19984ithough the imbalance as
lower in 1997, its continuing size anxtra \olatility re-
confrms the Committeg’ decision to repeat the Coaordi
nated Portfolio lmestment Sumy (see also th€oori-
nated Prtfolio Investment Suryg which should not only
improve the quality of the data on outstanding positions
but also on transactions and the associated incoms.flo
The imbalances were almost entirely the result of transac
tions in debt securities; equity transactions were virtually
balanced. In addition, as countries implement the -Com
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for financial dewatives, thereby remwng them from work undertakn during the year included: thewrée of

portfolio investment, it is gected that the imbalances in BPM5to reflect the changed treatmentiobhcial denwa-

portfolio investment and analytical usefulness of the data tives; and clari€ation of certain direct irestment methed

will improve. ological issues. In addition, the Committee commented on
By comparison, the aggyate global discrepancies in  a range of discussion papers and kexkia report on the

direct investment transactions are nogkyrcontinuing a  implications of the introduction of the euro on the German

trend of recent years—in 1998, yheere $26 billion (in balance of payments statistics and the introduction (in
flows over outflons). There were, hwever, offsetting 2002) of euro notes to replace deutsche mark notes on the
discrepancies between the componefssnoted abee, German trgel account; reports from th&ustralia and

an ecess of creditswer debits for reivested earnings of Canada on theirxperiences in implementinBPM5, a
$40 billion was reported in the current account; cense paper on the delopment of ATS for France; the mea
quently as the current account entries are the equal andsurement of transportation services in Chile; a paper on the
opposite of theifancial account for this item, this means Russian balance of payments in the latter half of the 1990s;
that outflavs exceeded inflars in the nancial account  and a paper from the United Kingdom on smugglirite
by the same amount. Other directéatment transac Committee vas also advised on progressaod the deel-
tions—equity and intercompgndebt—recorded more  opment of macroprudential indicators as well as vewgi
inflows than outflavs of $14 billion. several papers from the ECB onvédopments on balance
In producing the global aggyates, the IMF adjusts  of payments statistics and the 1IP in the euro area.
data for portfolio imestment and othervyastment liabi
ities to tale account of those liabilities whose counterpart ResereAssets and External Ot
assets are claswitl as resemrassetsThe information to The Committee considered thewneperational guide
malke such adjustments is dexd from a conflential lines that had been prepared by the IMFfsdimfassist
surwey of the instrument composition of rese@ssets in - countries in completing the SDDS data template on-inter
the major reseerholding countriesThe data compiled  national resems and foreign currepdiquidity. The Com
are used only at the globalg. The IMF instituted this  mjttee vas advised of the results of a questionnaire by the
surwey in response to a recommendation of @mleaux  |MF designed to guge the ilability of external debt
Report Given that some signidant resere-holding data of SDDS subscribers and to assist in the assessment of
countries do not report this information, the adjustments \\hat would be ivolved in the transition to strengthen the
may be imprecise. B so, 1998 sathe adjusted dis  gpps in the area ofxeernal debt. It also wewed the
crepany virtually disappear for resegs assets and dia  york of the InterAgengy Task Force on Finance Statistics,
bilities constituting foreign authoritieg2seres. including, in particularthe deelopment of a ne guide for
the compilers and users ofternal debt statistics.

IV. Work Program Undertaken by The data template had been jointlywneup by the IMF

the Committee—1999 and by a wrking group of the BIS Committee on Global
Financial Systems (the latter representing the G-10 cen
tral banks), for use by countries in reporting detailed in
formation on resewr asset holdings and other foreign
curreny assets and liabilities (both actual and contin

The work undertakn by the Committee in 1999 reflected
the priorities established in the medium-terrarkvpro
gram at the end of 1998he work on the deelopment of
guidelines on the reporting of the authoritiegrnational o
reseres and foreign currepdiquidity positions, strength 9N of the monetary authorities and the centraége
ening the SDDS in the area otternal debt, together with ment.The IMF's Brecutve anrd had a'd.opted the tem
the derelopment of a ne guide on the compilation and use Platé in March 1999, with a transition period for
of external debt statistics remained among the Commit introducing its requirements to end in March 2000e
tee’s top priority items, together with the 1997 Coordinated Board chaged the IMF$ Statistics Department with the
Portfolio Investment Sumy, and the clariéation of the ~ responsibility for producing operational guidelines to
concepts and statistical reporting of repurchase agree clarify the reporting requirementShe guidelines are
ments. High priority had also beervei to methodologi ~ considered pndsional because tlyewill be reviewed at
cal work on: statistics on trade in services; theet to the end of 2000, to tekaccount of countrieskperiences
which countries report balance of payments data to thein implementing the data templafthe Committee con
IMF on the basis of the clagstition system oBPM5 and firmed the IMFS view, expressed in the pwisional oper
a review of the appropriate method for the statistical mea ational guidelines, that srdifferences between the data
surement of accrual of interest on debt securities. Othertemplate an8PM5 should be madexglicit.
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Regarding the data called for under thewnprescrip also assist in analysis ofverage and the associated use
tion for external debt under the SDDS, Committee mem of financial denatives and repurchase agreements.
bers @pressed concern that the quality of the data be The Committee noted that maif the user requests
kept at the forefront and not beravwhelmed by de were outside the present requirements of the IIP and em
mands for more datdhey emphasized the importance phasized that the IIP remain the central statistical frame
of flexibility in applying the SDDS to diérent country work. It agreed that repurchase agreements should be
situations and the importance of transpayenalissem classifed as collateralized loans (sRepuchaseAgree
inating more information publicly ment3 and that these transactions should be idedtif
With respect to thexgéernal debt data, most of the separatelylt expressed general support for the use of se
Committee members felt that the data should be-com curity databases in the compilation of data, recognizing
piled within theBPM5 framework, although the sup the wider application that such databasesHar statis
ported the vier that primag should be gien to the in tical purposes (see also t@eorminated Prtfolio Invest
stitutional sectqrrather than functional cagery as in ment Surwd. However, it was pointed out that use of the
the IIR New data demands, such as residual maturity of concept of ultimate risk should be undeemakvith some
the debt, should be seen as supplementary to, rathecaution.
than as a change to, thateoall framevork. For mary The Committees vienvs will be talken forward for fur
countries, systems had been set up teigminforma ther discussion within the IMF and the broader commu
tion on original term to maturifyand it would be costly nities as wrk continues in the area of imping exter-
to change the systems to pide data on residual term nal debt data.
to maturity A transition period for reporting may need
to extend to seeral years to tak account of the 1 The 1997 Coordinated ®tfolio Investment Surey
creased demands foxternal debt generally as well as
for additional information about maturity of defithis Under the auspices of the IME countries conducted
would be needed, especially by creditor countries, a coordinated portfolio irestment sumy (the Surey) of
mary of which may not h&e seen the need towop the stock of assets of long-term debt securities (bonds,
systems for the timely recording ofternal debtThe notes debentures) and equities held as claims on Ronres
Committee felt that the SDDS prescription of quarterly idents in reference to yeand 1997 (see Box 1This
data, with one quarterlag, vas likely to be onerous for ~ Survey was recommended by tl@odeaux ReporiThe
mary creditor countries to meelo assist compilers in  potentially bene€ial impact of this initiatie is under
collecting the additional information, the Committee scored by the continuation of thedardiscrepancies in
recommended that the IMF prepare a short statementthe global balance of payments statistics on portfolio in

specifying the reasons for the data. vestment capital flws and the associated portfolio- in
The Committee recognized that themnguide by the  vestment income flos (se€Tables 1 and 2) and the dif

InterAgeng/ Task Force on Finance Statistics orter- ficulties that map countries hee encountered in

nal debt represented an ambitious undertakiihg. pre accurately recording the guming volume of cross-border

sent guide w&s published in 1988; the weguide nov actwity in portfolio securities in the 1990s.

needed to tak account of changes imé&ncial markts In 1994, the Committee set the fallmg objecties for

and instruments and weanalytical demands iderigd the Surey:

in the assessment of the recent internatiomeantial
crises. It is to be both conceptual and practical, and it is
to kuild on, and be consistent wittQ93 S andBPM5.

The timetable for the meguide is for theifst draft to be
released in early 2000, and, fallmg discussion with

* improve the statistics on cross-border holdings ef se
curities, as well as pvide a check on the gerage of
portfolio investmentihancial flavs and associated-in
vestment income data; and

compilers during 2000, it is pvsionally expected that * exchange data among participating countries (respect

the guide will be published by about mid-2001. mg_confdentlahty constraints) to impre countries’
The core principles in the guide include the use of the ~ estimates of theingernal portfolio ivestment liabi

resideng concept and the primpof the sector classif ities, as well as associatédancial flovs and inest

cation. Considerable interest ialving debt at nominal, ment income data.

as well as at masg, prices has also beerpeessed by In addition to their holdings of nonresident-issued long-

potential users, with possible additional supplementary term debt securities and equities, reported by all partici
presentations for currepacomposition; ultimate risk;  pants, 15 countries reported their holdings of short-term
and residual ersus original maturityThe guide should  debt instruments (i.e., those with an original term of less
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than one year) and of these/otcountries pvided data also noted that the Financial Stabiliigrum isexploring
on financial deivatives. Eight countries pvided esti- avenues for obtaining data from OFCs and that the CPIS
mates of their equity and long-term debt securities liabil- could well complement these bdties.
ities to nonresidents, six reported their short-term debt li- In its discussions on the task force report, the Commit-
abilities, andwo their liabilities offinancial deivatives. tee noted the usefulness, for most countries, a global se-
The results of the Suey were published in January curities databaseould heve in impioving the quality of
2000 An additional $750 billion in assets were idéetl the data for theext CPIS. In addition, such a securities
as a result of the susy. The Suvey was supplemented database could also be used toivdedata orexternal
by an IMF suvey of the securities held as part of the re- debt and for use in reporting data according to the tem-
senve assets of majanvesting countries (SEFER). Be- plate for resare assets and foreign curognliquidity.
cause, for may countries, the detail of the components The Committeavas advised that the ECB has decided to
of reseve assets is a serigé issue, these data were re- develop a securities database for all members of the euro
ported to the IMF on a céidential basis; holdings were area: this will help these countries in the compilation of
aggegated into a singleector so that no one counsy  their balance of paymentsPlland moery and banking
holdings was identiiable. Similar information from  statistics The ECB sw the need for a standardized and
some lage international ianizations was also included harmonized approach for the whole of the euro area,
in the vector of dataTogethe, this additional informa-  while recognizing that the quality of the datas depen-
tion assisted in reconciling assets and liabilitiegken dent on national compilerA centralized securities data-

all togethe, these reports constitutevary large propor- base had strong support from the ECB, whish it as a

tion of the long-term debt securities and equities held onvaluable support means to ingge qualit. The ECBs

a cross-border basis, although gaps remdiiorts will database has comprehimeswmverage of euro issues (by
be made to address these gaps in étesuvey. both resident and nonresidents of the euro area) as well

Countries fvolved in the Swrey have povided meta- as domestic curreg issues by residents of the euro area.
data on the approache®yhave used, the methodology The ECB is conducting a feasibility study to seeto
employed, the surey frame, the response rate, and re- carry the project favard. However, in view of the lack of
lated issues, as well as indicating theiperiences in a global database and the use dfedént databases in
dealing with particular problems encounter€de infor- different countries (foexample, the United States uses
mation receved has played an important role in the CUSIP, which is on a dferent basis from ISIN, the sys-
analysis of the results and in thechange of information  tem used in Europe)\tas agreed that a task force, com-
between and among the participating countries and will prising, at a minimum, the BIS, the ECB and thd-|lde
be valuable for future users and compilefbese meta-  established texplore whatwould be nvolved in the de-
data fave been pvided to the compilers of balance of velopment of a global securities database, or at least, to
payments statistics of all the INEEmembership. create &ey link between and among them.

In March 1999, the third meeting of national compilers
was held toe.fview_ and compare the results of the \&yr Repurchag Agreements
At that meeting, itvas agreed that a task force should be
set up toexamine the results of the 1997 @&y and to The IMF povided a working paper to the Committee on
assess itsféectiveness and whether a repeatveyr the treatment ofeverse transactions (commonlydam as
should be recommended to the Committee. Gunnar repurchase agreements, securities lending, guébs).
Blombeag, of Swedenwas asked to chair the task force. These adtities have expanded involume and compkity

See Box 1 for the major recommendations made by thein recent years and are either notered inBPM5 or are
task force. Noting that the Siey had been a major suc- discussed incompletel The appropriate statistical treat-
cess, the Committee adopted the recommendation thatment of these transactions had been the subject of discus-
the Suvey be repeated provided thatvemage beex- sion at sveral meetings of the Committee in recent years;
tended, welcoming the announcement that Geynis at its 1998 meeting, Was decided that the IMF undéwa
planning to participate in theext CPIS. However, the a thorough analysis of the economic meaning ardenr
Committeeexpressed reseations about collecting data  of country practice and prepare a paper for consideration
on residual maturity and on liabilities, and it recognized by the Committee at its meeting in 1999.
that there may begal and institutional dficulties in ob- The Committee adopted, in principle, the papegcom-
taining data on third party custodial holdings. It agreed mendations thateverse agreementsmolving the ex-
that the task force should meet in 2000 to continue its change of cash for securities be recorded as collateralized
work, including the updating of tHguney Guide It was loans, povided that there is fixed agreement tavrerse
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Box 1 The Coordinated Portfolio Investment Suvey

Twenty-nine countries, almosto-thirds of which already « failing the introduction of an annual say, considera-
compile an internationahvestment position (I11P) on a&g- tion be gven to asking a “core” group of countries to prot
ular basis, participated in the sey. All participating coun- duce estimates for the intening years;

tries collected “mandatory” data on holdings of nonresident ., jnstrument overage besxtended to include short-term
equity and long-term debt securities. Nonmandatory data on  ggpt as “mandatorybut thatfinancial deivatves, other

holdings of mory market instruments were compiled by 15 investment. and directvestment bexcluded:
countries and on liabilities by 8 countries. Full results from

the suvey were published in January 2000.

National compilers held their third meeting,Washington
in March 1999At its meeting, the national compilers estab-  * liabilities be included on avoluntary” basis;
lished a task force texamine the results of the 1997 wayr « participation besxtended as far as possible to include all
and to assess itdfectveness and whether a repeatveyr major nvesting countries andfshore banking centers; and
should be recommended to the Commiffée task force met , 1osigy ), in addition to original, maturity beopided on
in Washington in June 1999 and its chairmam, gnnqr an “encouraged” basis.

Blombeg, presented the report at the Commigie@eeeting in

October 1999Among the major recommendations were that:  The Committee adopted most of these recommendatigns
but expressed reseations about obtaining data on residual

* the suvey had been a success and that it be repeated as gh v rity and country counterpart information on liabil
December 31, 2001; ties. It also pointed out there may be legal and institutional
« consideration should béwvgn to conducting the suay difficulties in obtaining data on third party custodia
on either an annual or a triennial basist@ decision on  holdings.
that course of action need not be made immediately);

« consideration beigen to ways in which third party cus-
todial holdings be included in the say;

the transaction; and that the exchange of securitiegfor s cused on the statistical requirements @&WiTO in the
curities under averse agreements not be recorded as aconixt of the GATS. It has beenadeloping aManual on
transactionThis treatment is also consistent with the re  Statistics of Internatioridlrade in Serviced'he Manual
ommendation in the CPISuney Guideon the treatment  was released in draft form in earlyobémber 1999 for
of repurchase agreements and securities lendingatégw  international discussion and commeértie TaskForce is
it was also recognized that, for reasons of data sources oto meet n Washington in February 2000 tevirew the
institutional arrangements, the recommendations may notoutcomes ofworldwide discussions with a & to
be appropriate in some countries. In those cases, recordingreparing a evised version for eview by a UN expert
these transactions as transactions in the underlying assejroup in the second quarter of 200Be TaskForce in-
was an acceptable alterivat In either case, the Commit- tends sending its completétianud for appioval to the
tee considered that the importance of these transactionsNSC in March 2001. It isxpected that th&anud will
particularly for purposes of analysis ofdeage, was such  be published in mid-200The Committee accepted the
that they should be separately identified (as memorandum proposed timetable and agreed that the dvighual
items) in thefinancial account of the balance of payments should be placed on the Commitewebsite.
and in the IP. The choice of approach was seenaeelsig- The Manud goes leyond BPM5 in several respects:
nificant impact on éw a countrys external exposure most notably byextending the list of cross-border ser-
would be recorded, with particular impact on external debt. vices items to coincide with the Joint OECD-Eurostat
The Committee agreed that additional reseavel re-  Trade-in-Services Clagiiation (apart from some lim-
quired for transactionsnolving gold. ited extensions) and to measure foreidfiliates trade in

It was agreed that the paper be prepared for publicationservices. Inegard toFATS, the Committeevas informed
and that it be brought back to the Committee for consid- of the work being underkan in France and the compar-

eration at its meeting in 2000. isons that had been made with similar data for the United
) ) States There were some flierences in the results be-
Trade in Services tween thewo countries, which appear to reflectfeli-

The Committeewas povided with an update on the €nces in overage The Committeavasvery interested in
work of the Inte-Agercy TaskForce on Statistics of In-  the results of the French sgdvhich indicated the use-
ternation& Trade in ServicesThis Task Force has fo-  fulness ofFATS.
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Fifth Edition of the Balance of Ryyments Manual

The Committee rdewed the progress countries were
making in reporting balance of payments and interna
tional investment position (IIP) data to the IMF on the
basis of the classifation system oBPM5and their use
of electronic reporting. &t the 1999BOPSY 139 coun

system ofBPM5 (an increase of 9 from 1998 and 37

from 1997). One hundred and three countries reported to

the IMF in electronic form (up from 82 in 1998) of which
76 reported by electronic mailvhile reporting IIP data
on the basis dBPM5is not as adanced as the reporting
of the balance of payments, there is arging number of
countries reporting: for the 1990PSY 47 countries
reported such data, an increase of 11 from 1998.

Among countries represented on the Committee, most

have corverted their national balance of payments data in
conformity with the concepts and principles BRM5.
The Committee rece@d detailed reports on the recent
work with respect téwstralia and Canada. In both ceun
tries, conwersion toBPM5had been done in conjunction
with the adoption 0fl993 SM so that there is consis
teng/ between the balance of payments and theolhP
the one hand, and bothls and balances for the rest of
the world in the national accounts, on the other

Accrued Interest on Diet Securities

The Committee masited the statistical treatment of the
accrual of interest on debt securities that had been dis
cussed at the last bameetingsThe topic is of particular

importance to the Committee because there are ineonsis
tencies in the treatments recommended in international

statistical guidelines, which are reflected in inconsisten

cies in practices between and across countries and insti

tutions.

At the 1998 meeting, it had been decided that the IMF
prepare a paper summarizing the alteweatipproaches
and presenting the IM&'viev on the appropriate treat
ment for all macroeconomic statistics, not just for the
balance of payment3here are three possibleays of

accruing interest: the debtor approach (which accrues a

the rate of interest implicit at the time of issue of the se
curity); the acquisition approach (which accrues interest

mentsTextbook indicate the conceptual basis for the
creditor approachut recognize that there may be practi
cal difficulties in some instances in using it.

The Committee consideredveeal papers on the issues.
The paper prepared by the INFStatistics Department
presented a summary of thewieand a proposal that the
debtor principle be adopted. It had been discussed, inter

galia, during the year by ISWGN and at meetings of na

tional accountants andnfncial statisticians at the
OECD.The other papers had been preparedustralia,
the ECB, Eurostat, and DPeter Hill (one of the primary
authors of thd993 SM). These papers presentedalif
ing positions.

As a result of these papers and meetingsa# elecided
that electronic discussion groups (one on the 8vi#eb
site, the other for discussion among members of the
OECD’s Working Group of Financial Statisticians)
should be set up to encourage agdaa participation in
the debate as possibke.note in the May 1999 issue of
SNA Notes and Nesdrew readersattention to the issue
and sought feedbackhe Committee agreed that the
IMF should include a similar note in the December 1999
issue of theBalance of Byments Nesletter and seek
input from interested parties. It also edkthe IMF in
conjunction with the Bank of England, to prepare a-sum
mary of the sguments and present a recommended-treat
ment for consideration by the ISW@Nand the Com
mittee in 2000.

Financial Derivatives

Almost since its inception, the Committee has- dis
cussed the conceptual framwark for the measurement of
financial denatives, including the recommended inter
national standards set out in 1293 SM andBPMS5. In
1997, the Committee adopted the recommendations of an
IMF discussion papeiThe StatisticalTreatment of F
nancial DerivativesThis paper reflected the thinking of
various &perts including those in national accounts; bal
ance of payments, and monetary aiméricial statistics
and widespread consultation with statistical compilers.
While not challenging thedy recommendations cen
ained in the international standards, the paper dicemak
two signiicant proposals for change:

at the rate implicit at the time the creditor purchases the *First, a less restriste view than in the1993 Sh

security); and the creditor approach (which accrues at the

rate of interest prailing during the reference period).
The 1993 SM indicates the use of the debtor approach;

BPM5appears to support the use of the debtor approach

in most instancesub the acquisition approach for deep
discounted and zero coupon instruments;Baance of
Payments Compilation Guidend theBalance of Ry-

10

should be taén about whichifancial dewative con
tracts &ll within the eisting SNA asset boundayyn
effect allaving for the inclusion of morewerthe-
counter (or nonyehange traded)rfancial dewative
contracts; and

* Second, related to this, interest rateagsvand forard
rate agreements should be recognizedrasdial as
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sets, and net cash settlement payments in these corcial dervative assets). Recording the outstanding in the

tracts should be classtl as inancial transactions
rather than as property incomewit® as recommended
in 1993 SM (1993 SM, paragraphs 11.37 and 11.43).

In addition, The Statisticallreatment of Fhancial De
rivativesrecommended the creation of a separismiznf
cial instrument withinrl993 SM's instrument classda-
tion and a separate functional ggigy in BPM5.

The Committee and the ISW@Nchaged the IMF
with preparing draft ndsed texts of the1993 SM and
BPM5to take account of these chang&hese were cen
sidered by the Committee at its 1998 meeting. ledsk
the IMF to proceed to publish the document, afteirta
taken into account the wies of the ECB and OECD on
the appropriateness of includinigdncial denatives in
direct investment and in resex\assets, and, if appropri
ate, whether theshould be identiéd separatelyDuring
1999, thel993 SM rewrite went through airial process
of review. As theBPM5rewrite had to be fully consistent
with the 1993 SM, it was decided not to release the
BPMS5 rewrite until the SNA process \as complete.
deed, during 1999, further minor changes were incorpo
rated into thel993 SM rewrite and these were reflected
in the BPM5 version.With the completion of thd993
SNA rewrite at the end of December 1999, therite of
BPM5will be published in early 2000.

In agreeing to the proposedteén 1998, the Commit
tee askd that further consideration bevgm to whether
there should be separate subcomponentsfandial de
rivatives in direct imestment and resexvassetsit the
1999 meeting, the Committee took thewithat fnan
cial derivatives should be included in both directést
ment and in reseevassets, and should be ideatfsep
arately although there as some concernxpressed
about the signitance of inancial denatives in direct
investment and the ability of countries to measure them
in this catgory. This decision to includerfancial den-
atives in direct imestment and resezvassets is pvd-
sional and while it is consistent with their treatment in re
sene assets as described in thevgional Operational
Guidelineson the DataTemplate for International Re
serves and éreign Curency Liquidity(seeReserveAs
sets and External Depit is dependent on theview of

IIP on a gross basisas considered to be lessfditilt.
The Committee also reseid a paper from the United
Kingdom on the implications of global booking afdn
cial dervatives. The Committee a&s advised that there
are essentially tev ways in which inancial denative
transactions and positions between related entities and
their head dfces can be recorded: there could be a series
of offsetting trades or the brancllafte seres as a
“post ofiice” In the formey the local unit tag&s the trans
action onto its books, and then records an equal and op
posite transaction with the headioé (located abroad).
In the second instance, the transaction is not recorded on
the books of the local unit: theare recorded directly
with the nonresident headfiale. While double counting
is not irvolved, the analytical interpretatiorowid be dif
ferent, depending on the method of reporting: in the for
mer there wuld be tvo contracts, in the latteonly one,
with possibly a dierent sector of counterparty
Additionally, the Committee took notice of a report
from the BIS on its most recent sayg of actvity in fi-
nancial deratives markts.The third round of the g+
lar semi-annual collection took place in mid-1999, for
data as of the end of June 1999. (It is planned tleat e
tually the surey will be quarterly) The results prade
data on nominal amounts and gross reasalues out
standing of foreign>xhange, interest rate, equity and
commodity basedwer-the-counterihancial denatives.
The data are obtained from about 70 of thgdat deal
ers in the G-10 countries, representing approximately 87
percent of margt actvity as at end-June 1998he data
are reported on a global consolidated basis, which means
that thegy do not hae direct application for balance of
payments purposes. It ispected that, in future, these
data will be released with a reduced lag as the dealers be
come more practiced in responding to the data request.

Direct Investment

Consistent with its concern about global discrepancies,
the Committee has supported a joint IMF-OECD eyrv
of IMF and OECD member countries topéore to what
extent global imbalances in direcvestment may be -at
tributable to diferent country practiced'he topic had

those guidelines in late 2000/early 2001, and on countrybeen a major initiate of the CommitteeThe report of

experience in implementing the recommendations in di
rect irvestment.

The Committee recoinimed that recordingiriancial
derivatives transactions on a gross basis mayely d@if-
ficult for mary countries; in which case theshould be
recorded on a net basis (i.e., netting transactions in f
nancial denative liabilities from transactions innfan

the 1997 sumy had been published on the Committee’
website and distrilted by the OECD to its member
countries, preiding summary details of the OECD/IMF
database on country practidde report and the database
had praed \ery useful in seeral international meetings
of direct irvestment compilers and inonk to reconcile
direct investment dataThe results of the suey are

11
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stored in an Internet metadatabase thaviges stan rity breakdovn of the locational data is still a distant
dardized information on data sources, collection meth prospect: at present, only the consolidated date tre
ods, and dissemination practices (e.gailability, pert residual data. S!enteen ne reporters hee been iwited
odicity, timeliness, reision polig/, and breakdens) for to join the IBS collection, with ther§t group of coun
each member country that completed the eufeorm. tries joining soonThe Committee &s advised that the

The metadatabase indicates tleent to which national  creditor counterpart information from the IBS hasveb
compilers hge implemented the international standards to be \ery useful to mapusersThe BIS is also looking
and fcilitates the xechange of bilateral information on  at bilateral problems (such as separate reporting by the
compilation practices. It is presentlyaglable on request ~ Channel Islands, which are no longer included in the data
to officials of IMF and OECD member countries and in  for the United Kingdom) to minimize discrepancies.
ternational aganizations.

The final version of the IMFS report will be distribted
early in 2000 to all IMF member countrigs. the same
time, the IMF will request countries to update their-pre  The Committee receéd reports from Germgron the
vious surey responses in order that the database can bempact of the introduction of the euro on the German
made current. balance of payments statistics and the introduction of

The Committee considered an IMF paper that raised euro bank notes (and the disappearance of Deutsche bank
some practical issuesgarding banks, special purpose notes) in 2002 on the Germanvighaccount.
enterprises (SPEs) and nonbaimaficial institutions af The introduction of the euro has meant that additional
filiated to fnancial institutions and with SPEs “operating curreny information has to be requested from respon
solely in an intermediary capacity” (as ohfd in dents. Dealing with the additional demandaswcom
BPMb). pounded by th&2K problem and the impact on cem

The Committee also discussed the issue of “bonus pay puter resources. @&n the problems in early 1999, there
ments” by mining operations, which are made immedi are still questions of the reliability of data for those early
ately prior to the establishment of a diresteistment en months of the ne curreny area. Havever, BPM5 had
terprise; it vas considered that thisas a particular  now been fully implemented, including the 10 percent
problem for some deloping countries. It as felt thata  threshold for determining a directvigstment relation
reasonable wrking basis to determine whether it repre  ship.Also, for direct ivestment, the directional principle
sented direct westment vas whether the drilling opera  had been implemented. Securities lending isvno
tion had been put out for contract or not: if it had, then it recorded as collateralized loans, in the same manner as
could be considered to be directéstment.The Com repurchase agreemenfBhe Committee ws advised
mittee considered that the proposed dlzatfons should  that, with the creation of EMU, national reserassets
be further reiewed by &perts at the ECB and the OECD for German (and other EMU member states) are no
before making a decision. longer meaningful: the EMW'total holdings (the ECB’

It was also felt that the related issue of rent neeged e plus national central bankisdldings) should be garded
ploration in the balance of paymerms.present, there is  as the releant total.
nowhere for rent payments by nonresidents to residents The Committee &s also advised of theovk that vwas
to be included in the present franak of eitherBPM5 being done in Germgnabout the introduction of euro
or 1993 SM. Some Committee members noted that the notes (and the disappearance of DM and other EMU cur
treatment of rent in direct wvestment should be ap  rencies banknotes) in 2002 and the impact that thigdv

Introduction of the Euro

proached with caution, especially as ibwd hae dif- have on the German wal account—the second dpast
fering efects depending on whether the paymemrisw item, after goods, in Germgis current account. Despite
treated as income or direcvestment. Se€uture Work the increasing use of credit cards and package tours, major
Program parts of the treel account are still collected via the-e
change of banknotes, meaning that additional sources of
International Banking Statistics information will be needed in the futur®.border surey

was not considered viable as Germ#as borders with
The Committee as informed of the ark at the BIS. It nine countries and because there is readyement
was noted that the joint BIS-IMF-OECDaAd Bank across the border&.household xpenditure sumy is very
statistics onx@ernal debt, of which the BlSlocational” costly and wuld proride information on the debit side
international banking statistics is the most important only. It was suggested that partner country data may be a
component, is wrking well. Havever, obtaining a matu possibility for credit data. It as also suggested that the
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IV. WORK PROGRAM UNDERTAKEN BY THE COMMITTEE—1999

maintainable parts of the present system should be re-considerable interest and discussion on this topio
tained and estimates be used for others parts (e.g., a corkinds of data are proposed for inclusion: @ggted sta-
siderable amount of credits relatelasiness twvel and tistics from indvidual financial institutions, and macro-
they are notvolatile and are quite small in comparison to economicvariables, including data on balance of pay-
debits in personalavel). Work is continuing and a deci- ments, economic gwth, rates of inflation, interest and
sion will be made in early 2000; it is not yet clear whether exchange rates, reser assets, terms of trade, maturity
a rew system will be in place by 2001 for comparison with spectra, and composition of capitadvits, all of which
the present systerihe Committee recognized the impor- have an impact offinancial stabiliy. Together with the
tance of the issue and théfidiulties nvolved where there ~ World Bank, the G-7, and others, the IMF is interested in
is free novement across borders and innumerable methodsthe development of MPISA background papeprepared

of payments. In v of the importance of this topic, and by the IMFs Statistics and Monetary and ExchaAd

the links that it has for tourism, the Committee sought an fairs Departmentsyas presented to a consuiltat con-
IMF report on the é/elopmentsdward a common con-  ference, hosted by the IMin September 1999. Repre-
ceptual frarework for a tourism satellite account by the sentaives came from internationatganizations, central

OECD and th World Tourism Gganization. banks, gvernments, and the ipate secto The main
conclusions of the meeting were: thevas still a con-
Current Account Issues siderable amount of evk to be done to identify a set of

MPIs, as typically what may be the right set in one situ-

. ' : ation was not the right set for another; the creation of a
Chilean balance of payments compilers had decided to o . : .
composite inéx was rejected as Was considered to be

use non-traditional methods of collecting data (through t00 simplistic: theravas a need to start with basics (e.g..

bills of lading) in order to dére estimates of transactions with generally accepted accounting principles); and the
in transportation services because the traditional methods 9 y P 9p pies),

) o - required informatiorwas best eveloped from bankbut
of collecting the data were figient. One of the principal . L
that nonbanKinancial institutionsvould soon also need
advantages of the approach adopteas that overage . . . .
. . - to be nvolved, followed by nofinancial corporations.
improved consideralgl Due both to the characteristics of . : . .
L » - . . Generaly, it felt that itwas too soon to include MPIs in
legislation and to traditional practices in the statistical
) ) the SDDS. It was felt that the IMF should undketa
systems, the collection of data throughveys is lagely . S
g . . suivey of country practices and datmailability. The
on avoluntary basis in ChileAs a result, response . . . . . ;
) ) " Committeewas advised that a majdifert is required to
To overcome this problem, the Chilean authorities chose develop reliable generally agreed indicators
to use this alternate source of information (bills of lad- P 9 yag '
ing) to develop much more comprehéws information _
on transportation serviceShe overage, frequesy and Developments at the Regional lel
timeliness of the data are much greater and the Chilean
balance of payments compilera/h access to each trans-
action from the Customs dafghe rew data source had
broughtvery useful results.
A paper that traced the link between the Russian balanc
of payments and rubledels from 1994 to 199&as pre-
sented to the Committee wias noted that balance of pay-

ments compilers shouldka a more aote role in inter-
. . January 1, 1999 g reseve assets by one EMU member
preting the data as the data are $ficdit to understand, .
state on another member state had to be consolidated out

especially for economies in transition.was suggested . i )
that, with a better understanding of what the data mean, itmc the holdings of member states and the ECB (which to

. . . .’ "gether constitute the Eurosystsmeseve assets) while
is probable that the compilers will produce better quality : : .

. S any holdings in euros were not to be considered to be re-
data To that end, it was suggested that training for com- sewe assets as @ were not a foreign currep claim
pilers in transition economies beveloped by Russia and g A :

. Foreign curr laims (i.e., claims in other than th
the IMF on low to interpret balance of payments data. oreign curreny ciaims (ie., claims in othe ha N
euro or the currencies of the member countries) by one

member state on another are to bewshas memoran-
dum items to the resesx assets. (This approach is con-

Macroprudential indicators (MPIs) were discussed by sistent with the Resees Template; Se Resere Assets
the Committee. Internationgllthere has recently been and External Delt

The Committeavas povided with a paper ondw the

The Committee was advised aboatelopments at the
ECB with respect to changes thaté resulted from the
introduction of the eurdrhese changesate had an im-

éaact on, inter alia, reser assets and the balance of pay-
ments, as well as thexcelopment of an IIP and a securi-
ties database for the euro area.

With the creation of EMU and the birth of the euro on

Macroprudential Indicators
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ANNUAL REPORI

The initial estimates for the IIP for the euro area will be periences in implementing the operational guidelines for
based oBPM5concepts and will be consistent with the completing the data template. During 2000, the manual
breakdevn in the fnancial account of the balance of pay on statistics on international trade in services will be re
ments.The data will be compiled annualllowever, ini- viewed following the release of the draft document in
tially, the 1IP will be compiled on a net basis, relying on November 1999 for international view and the IMF
aggregated national data, meaning thateznal assets  will report to the Committee on progressiimafizing the
and liabilities for the euro area will not beadable.The document. In addition, the IMF will conclude it®rk on
data are to be madeailable within nine months of the  producing, for publication, a daftive document on the
end of the reference periodl.comprehensie IIP for the statistical treatment of repurchase agreements, securities
euro area — shwing external assets and liabilities sepa  lending, gold loans, gold sps, and similar transactions.
rately — requires a consolidation of euro area members’ The IMF will provide an update on its monitoring of the
data and the ECB considerssdmping such information  implementation of, and countrxgerience onBPM5. A
a major priority in its wark plan. joint IMF/Bank of England paper will be presented to the
Committee, summarizing the discussion on the appropri
ate macroeconomic statistical treatment of accrual-of in
terest on debt securitieShe IMF will produce a paper

Appendix Ill sets out in detail the medium-ternor on issues that need to be considered iningptovards
program agreed by the Committee in 1999. Subjects arethe preparation of the reedition of theBalance of Ry-
ranked by priority The rankings are not intended te re ments Manual

Future Work Program

flect the absolute importance of each topit tather to Medium-term priority has beenwgin to updating the
reflect the relatie priority assigned to each topic by the surey of national methodological practices of the mea
Committee, gien the limited time and resourcesai surement of direct irestment as well as to report on the
able for research andviestigation. clarification of seeral practical measurement issues at
The top priority for the Committee is the continuing re meetings at the ECB and the OECD; and to preparing an
finement of the wrk on eternal debt and the lIfh par IMF paper on global imbalances in the balance of pay

ticular, the continuation of the IMB’involvement in the ments statisticsAlso, the IMF will release th&PM5
work by the IntetAgeng Task Force on Finance Statis  rewrite on fnancial dewatives and report on the k-
tics to produce a meguide on gternal debt will be of  opment of a training course for balance of payments
considerable alue to the IMFS ongoing wrk to im- compilers on the uses of balance of payments data. P
prove data wailability, quality and transparegcand as pers will be preided by Germay) Chile, and Eurostat on
sist in the IMF$ sureillance vork. Related to this is the  developments in measurement for theirvelaccounts,
continuing vork by the BIS on the production of inter  and the IMF will report on the evk by the OECD and
national banking statistics, which is an important input to theWorld Tourism Oganization on the delopment of a
both the joint BIS-IMF-OECD-Wfld Bank debt statis ~ common conceptual framerk for a tourism satellite ac
tics, and to bilateral reconciliations and imgpgments of count. In addition, there will be papers from Gergnan
data for national sourceét the same time, géen the and the United Kingdom on the ahtages and disad
Committees decision to repeat the Coordinated Portfolio vantages of producing monthly balance of payments sta
Investment Sumy as at December 31, 2001, therkvof tistics, a paper from Russia on the statistical measure
the task force in preparing for the sgnand of the IMF ment of drug smuggling, and an IMF paper on rent in the
to expand ceerage are top priorities. In conjunction with  balance of payments (and thetexnal sector of the pa
this work is the need toxplore the deelopment of a  tional accounts).
global securities database, at a ery minimum, to es If time permits, conceptual issues will bepkred re
tablish links betweenxésting databases. lated to the treatment of nonproduced, iaricial as
High-priority subjects include an IMF progress report sets in the balance of payments and theWitk in this
on the implementation of the data template on interna area vould be conducted jointly by the IMF and Canada.
tional reseres and foreign currepdiquidity by SDDS The IMF will report on deelopments twvard the creation
subscribers and the feedback from compilers on their e of macroprudential indicators.
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Appendix 1
IMF Committee on Balance ofagments Statistics
Composition as of December 31, 1999

Chairwoman

Carol S. Carson
IMF, Statistics Department

Members

AbdulrahmanAl-Hamidy?

SaudiArabian MonetaryAgeng/
Christopher Bach

U.S. Department of Commerce
Antonello Biagioli

Ufficio Italiano dei Cambi
Jean-Baptiste Boguignon

Banque de France
Stuart Bravn

Office for National Statistics, United Kingdom
Teresa Cornejo

Banco Central de Chile
Masahiro Hoka

Bank of Japan
Ivan King

Australian Bureau of Statistics
Pim Kramer

De Nederlandsche Bank N.V
Christina Kruse

Deutsche Bundesbank
Lucie Laliberté

Statistics Canada

1Dr. Al-Hamidy was accompanied by Mdamal al Khamees at the
1999 Committee meeting.

2Mr. Bach has replaced M&erald Pollack.

3Mr. Hoka has replaced Mvlasashi Nakajima. MMasami Hamaoka
represented MiHoka at the 1999 Committee meeting.

Neil Patterson

IMF, Statistics Department
Isabelle Rabaud

Ministry of Finance, France
YoshiakiTeraP

Ministry of Finance, Japan
Segei Shcherbaby

Central Bank of Russia
SoonTeckWong

Department of Statistics, Siagore

Representatigs of International Organizations

RainerWiderégf
Bank for International Settlements
Peter Bull
European Central Bank
Peter Richardson
Organization for Economic Cooperation and
Development
Jean-Claude Roman
Statistical Ofice of the European Communities

Secretariat

Marco Committeri

IMF, Statistics Department
John Joisce

IMF, Statistics Department

4Ms. Rabaud has replaced .Nominque Nvat.

5Mr. Terai has replaced MMasashi Nagno.

6Mr. Karsten wn Kleist represented Mwidera at the 1999 Com
mittee meeting.

“Mr. Echeverria represented MPeter Bull at the 1999 Committee
meeting.
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Appendix 2
Terms of Reference of the
IMF Committee on Balance ofagments Statistics

1. The Committee will versee the implementation of
the recommendations presented inReport on the
Measuement of International Capital Flowand in
the Report on thahorld Current Account Discep
ancy, advise the IMF on methodological and compi
lation issues in the conteof balance of payments
and international Westment position statistics, and
foster greater coordination of data collection among
countries.

2. The Committee will bring to the attention of

the IMF nev developments that impact on the com
pilation of statistics of cross-border transactions
or related stocks ofifancial assets and liabilities,
and work with the IMF in determining o these
activities should be treated in accordance with
BPM5.,

3. The Committee will imesticate ways in which data
collection can be better coordinated among eoun
tries, with a vigy, inter alia, to &cilitating the ®-
change of statistics among countries (e.g., bilateral
transactions or stock data). It will also identify re
lated areas for study and determinevhaork in
those areas should be carried fard

4. In carrying forvard its work, the Committee will cel
laborate with other national compilers and with ap
propriate international ganizations.

5. In consultation with the IMES Statistics Department,
the Committee will determine itsask program and
will meet under IMF auspices at least once a.year

6. The Committee will prepare an annual report for pre
sentation to the Managing Director of the IMF



Appendix 3
Medium-termWork Program of the IMF Committee on
Balance of Byments Statistics: End-December 1999

Subject Issue Action

Top Priority

External debt and IIP Improve reporting of gternal debt data within IMF paper on deelopments at InteAgeng/ Task
international irestment position frameork. Force on Finance Statistics.

IMF report on deelopment of users and
compilers guide tox@ernal debt statistics.
IMF paper outlining reasons for data (including
residual maturity).

International Banking Statistics Use and impreement of international banking statisticsProgress report from BIS.

Coordinated Portfolio Preparation for conducting yeand 2001 surey. Task Force report on methodological and
Investment Sumy operational changes to SeywGuide.

IMF report on approaches tapand coerage of
suney.

Securities Database Development of database. IMF report on results of inteageny task force
(of BIS, ECB and IMF).

High Priority

Reseres data Improve dissemination of information on resesv Progress report by IMF on implementation of

and foreign currencliquidity. SDDS data template.

IMF paper on feedback from compilers on their
experiences with operational guidelines for compil
ing the reserss template.

Trade-in-Services Clarify conceptual frameork/classifcation. IMF report on deelopments with the Manual on
international trade in services.

Toward a sixth edition of the Review BPM5to identify areas requiring updating. Paper by IME

Balance of Byments Manual

Reverse transactions Clarify treatment of reerse transactions. Draft IMF publication.
Implementation oBPM5 Update on implementation and practicafidiflties in Update of IMF paper oBPM5reporting to the
implementingBPM5. IMF.

Paper from SaudArabia on challenges in delop
ing BPM5in a developing country

Accrual of interest on debt Consisteng across systems, including balance of Paper by IMF and UK, summarizing contiifons
securities payments. to IMF's website and OECB’electronic

discussion group.

Medium Priority

Direct Investment Exchange of xperience in compiling directwestment IMF to report on updating of sugy of national
data. practices and on claigfation of direct imestment
guidelines at meetings of ECB and OECD.
Global discrepancies Indication of imbalances in global balance of paymentfMF to prepare paper on global imbalances.
statistics.
Financial dewnatives Implementation of ne standards; coordinationork of  IMF to publish revrite of BPM5.
BIS. Progress report from BIS.
Training Use of balance of payments data. Report on imestigations by IMF and Russia into
developing course material.
Travel account Issues on measurement ofvighaccount in Chile Papers by Chile and German
and Germay
Developments in tngel account for Europe. Paper from Eurostat.
Tourism SatelliteAccount Developments in deslopment ofTourism Satellite Report by the IMF
Account by the OECD and ttworld Tourism
Organization.

Monthly balance of payments Advantages and disadntages of compiling monthly  Paper by Germanand United Kingdom.
balance of payments data.

Drug smuggling Measurement of drug smuggling in the Russian balan&aper by Russia.

of payments.
Regional issues Developments in balance of payments datagibrel level. Progress report from ECB and Eurostat.
Rent in balance of payments  Treatment of income from use of nonproduced, Paper by IMF and Canada.

nonfinancial assets in the balance of payments.

Low Priority

Nonproduced, noifancial assetsTreatment of nonproduced, nardncial assets in the  Paper by IMF and Canada.
balance of payments and the.lIP

Macroprudential indicators Development of macroprudential indicators. Progress report from IMF
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