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I Foreword

The aim of this publication is to provide
statistical compilers with a reference work
containing information on the content and
structure of balance of payments (b.o.p.) and
position  (i.i.p.)
statistical data for all EU countries. It used to
bear the title “EU Balance of Payments Statistical
Methods (Capital and Financial Account) Book”,
but is more commonly referred to as the “B.o.p.
Book”. Owing to additional information (e.g. on
the b.o.p. income item) in the present version,
the brackets have been deleted and a reference
to i.i.p. statistics has been added.

international  investment

The “B.o.p. Book” is structured in such a way as
to reflect the division of responsibilities in the
field of b.o.p./ii.p. statistics
European Commission (Eurostat) and the ECB
(Directorate Statistics) and therefore focuses
mainly on the concepts and definitions related
to the b.o.p. investment income account, the
financial account as a whole and i.i.p. statistics.

between the

The initiative for the European Monetary
Institute (the EMI, the forerunner of the ECB)
to compile a description of b.o.p. statistical data
and collection methods for the capital and
financial account in the Member States of the
European Community was agreed upon by the
Committee of Governors of the Central Banks
of the Member States of the European
Economic Community in April 1993 and carried
out by the former EMI Working Group on
Statistics. The aim was to describe the content
and structure of the statistical data which,
according to the views of the users, should be
delivered in a regular and timely fashion and
should provide a basis for the evaluation of the
available data and collection methods used.

This was also set out in the report entitled
“Statistical Requirements for Stage Three of
Monetary Union — Implementation Package”
and endorsed both by the EMI Council in July
1996 and in Guideline of the European Central
Bank No. ECB/1998/17 of | December 1998,
which states that the ECB will monitor the

compilation methods used for the reporting of
b.o.p. and i.i.p. statistics, as well as the concepts
and definitions applied on a regular basis by the
Member States participating in the euro area.
The monitoring has to be carried out, inter alia,
in connection with the B.o.p. Book. This ECB
Guideline also provides for the B.o.p. Book to
be updated on an annual basis.

The IMF Balance of Payments Manual (5th
edition; the BPMS5) and the harmonisation
proposals developed by the former EMI Balance
of Payments Financial Flows and Stocks Task
Force (the predecessor to the ECB’s Working
Group on Balance of Payments and External
Reserves) provided a basis for the inventories
prepared for inclusion in the B.o.p. Book which
was first issued in January 1998 and updated in
August 1998. Like the “Manual on European
Money and Banking Statistical Methods”, the
B.o.p. Book contains descriptions of the
collection systems and all the information
relating to the methods used in the various
Member States, which have been finalised in
consultation with the countries themselves and
approved by them prior to publication. For the
EU countries not participating in the euro area,
tables providing information on provisional
timetables for the implementation of new
requirements or
country-specific basis can also be found in the
B.o.p. Book.

recommendations on a

The present update, the second (autumn 1999),
includes: (i) sections on items (goods, services,
current transfers and capital account) for which
the European (Eurostat) is
responsible according to the division of tasks,
owing to the need to explain estimation
methods used to compile timely monthly b.o.p.
key items; (ii) a more detailed description of the
national b.o.p. compilation systems;and (jii) new
chapters on investment financial
derivatives and the i.i.p.

Commission

income,

The B.o.p. Book is now also published on the
ECB Web site and updated on a regular basis.
The ECB’s Balance of Payments and External

Reserves Division is responsible for this
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publication. Any suggestions concerning the
content of the B.o.p. Book, especially requests
for clarification or additional information, may
be addressed to the Press Division of the ECB.
Specific enquiries relating to individual countries

may be addressed to the countries concerned
whose contributions we gratefully thank. A
glossary is provided in the Annex (see list in
Chapter 5.1).

2 Data requirements of the ECB

This chapter focuses on the ECB’s data
requirements for balance of payments (b.o.p.)
and international investment position (i.i.p.)
statistics. Detailed (conceptual) requirements
for the current account (except investment
income) are not the responsibility of the ECB,
but fall under the jurisdiction of the European
Commission (Eurostat). The scope, underlying
concepts and implementation timetables are
different for the monthly b.o.p. statistics and
the quarterly/annual data. The quarterly/
annual b.o.p. statistics required for compiling
the euro area aggregate adhere, as far as
possible, to the standards set out in the 5th
edition of the IMF Balance of Payments Manual
(BPM5), which is consistent with the System
of National Accounts 1993 (SNA 93) and with
the European System of Accounts 1995
(ESA 95).

These requirements are set out in the ECB
Guideline on the statistical reporting
requirements in the field of balance of payments
and international investment position statistics
(ECB/1998/17) of | December 1998.

2.1 Balance of payments statistics

The ECB requires b.o.p. statistics at three
different frequencies: monthly, quarterly and
annually.

The aim is to have a monthly b.o.p. for the euro
area showing the main items affecting monetary
conditions and exchange markets and a
quarterly/annual b.o.p. to permit further analysis

of external transactions.

The  scope, concepts  and
implementation timetables are different for the
monthly b.o.p. statistics and the quarterly/annual
The requirements for
outlined below:

underlying

statistics. each are

Monthly requirements

For the purposes of monetary policy and
foreign operations, the ECB’s
requirements with regard to the monthly b.o.p.

exchange

for the euro area are confined to broad
categories of transactions known as key items.
This is primarily because of the short six-week
period after the reporting period during which
Member States are to provide highly aggregated
data. departure from
guidelines is permitted.

Some international

In contrast to the quarterly and annual
requirements, recording on a full accruals basis
is not required for monthly data and Member
States may instead provide data for the current
and financial account on a settlement basis.

ECB EU Balance of payments statistical methods . November 1999



The ECB will need to receive key items from
Member States for the monthly b.o.p. which are
suitable for the compilation of an aggregate
b.o.p. for the euro area. The key items are
required from mid-March 1999 (January 1999
data) onwards, showing credits/assets and
debits/liabilities. These key items are required
within six weeks (30 working days) of the end of
the reference month. The collection of data
from reporting agents is organised by the
national authorities with this deadline in mind.
Estimates or
acceptable if this enables Member States to
meet the specified six-week deadline.

preliminary data are also

The aim of the monthly b.o.p. statistics is to
form a good picture of developments in the
most important and variable items (the key
items) and quickly enough to be of use for the
analysis of flows affecting the monetary and
foreign exchange conditions of the euro area.
The information must be good enough to be of
use and not to mislead users, e.g. policy makers,
but it is understood that, owing to the short
deadline within which these data must be
submitted, some rough edges will inevitably
exist.

Quarterly/annual requirements

The ECB requires quarterly details, in a form
enabling an aggregated b.o.p. to be compiled for
the euro area, within three months of the end
of the quarter to which the data relate.

Quarterly data are required with effect from
June 1999 (for first quarter 1999 data), with a
more detailed breakdown into assets and
liabilities. The same applies for annual data that
are required with effect from March 2000 (for
1999 data).

The European Commission (Eurostat) and the
ECB agreed to co-operate in the compilation
and dissemination of the EU and euro area b.o.p.
in order to ensure full consistency for the
whole set of published data.

Annex 2 of ECB Guideline No. ECB/1998/17
contains the quarterly/annual breakdown.

2.2 International investment
position statistics

The aim is to have an (annual) statement of the
external assets and liabilities of the euro area as
a whole, for the purposes of monetary, financial
and exchange market analysis, and to assist in
the compilation of b.o.p. flows. Efforts are also
being made to harmonise concepts and to
ensure consistency between these figures and
the euro area financial accounts.

The ECB compiles the i.i.p. for the euro area as
a whole. The required breakdown is based on
the following: (a) the IMF standard components
of the i.i.p., as presented in the BPM5; and
(b) the breakdown for the quarterly and annual
b.op. Concepts and definitions will be
consistent with the requirements for b.o.p.
flows statistics. Annex2 of ECB Guideline
No. ECB/1998/17 required
breakdown, which is in line with the breakdown
for quarterly and annual b.o.p.

contains  the

The ECB requires annual data on the i.i.p. within
nine months of the date to which the data
relate, in a form enabling a statement to be
compiled of the external assets and liabilities of
the euro area as a whole. Data for the i.i.p. were
first compiled for end-1998, with a deadline of
September 1999. For practical reasons, the i.i.p.
was initially compiled on a net basis, relying on
aggregate national data (cross-border positions
within the euro area, in principle, cancelled out).
A common benchmark survey every three years
was proposed for those Member States that do
not have reliably recorded stocks data on a
more frequent basis. Member States with
periodic surveys or other reliable stocks data
collection systems are not required to develop
an additional survey. In the intervening years, the
i.i.p. is compiled from a mixture of reported
assets and liabilities and estimates of
accumulated flows.

A further timetable for the implementation of
i.i.p. statistics will be discussed and agreed upon
by the Working Group on Balance of Payments
and External Reserves in due course.
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2.3 Monthly balance of payments for

the euro area - key items
(credits and debits/assets and
liabilities are recorded

separately) as shown in the ECB

Guideline on the statistical
reporting requirements in the
field of b.o.p./i.i.p. statistics

Current account
(credits and debits)
Goods

Services

Income

Current transfers

Capital account

Financial account (assets and
liabilities)

Direct investment:

abroad
in the reporting economy

Portfolio investment

equity securities

debt securities, of which:

—  bonds and notes

—  money market instruments

Financial derivatives (net)
Other investment

MFIs (excluding central banks)
— long term

— shortterm

general government
monetary authorities

other sectors

Reserve assets

V.

Errors and omissions

2.4 Quarterly and annual balance of

payments for the euro area
(credits and debits/assets and
liabilities are recorded
separately)

Current account (credits and debits)
Goods

Services

Income

Compensation of employees

Investment income

— Direct investment
Income on equity
Income on debt (interest)

— Portfolio investment
Income on equity (dividend)
Income on debt (interest)

Bonds and notes
Money market instruments
— Other investment
Current transfers

Capital account (credits and debits)
(No further breakdown requested)

Financial account
Direct investment
Direct investment abroad
Direct investment in the
reporting economy
Portfolio investment
Assets
— Equity securities
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
— Debt securities
Bonds and notes
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
Money market instruments
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
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Liabilities
— Equity securities
MFIs (excluding central banks)
Other sectors
— Debt securities
Bonds and notes
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
Money market instruments
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
Financial derivatives (net)
Monetary authorities
General government
MFIs (excluding central banks)
Other sectors
Other investment
Assets
— Monetary authorities
Loans/currency and deposits
Other assets
— General government
Trade credits
Loans/currency and deposits
Other assets
— MFls (excluding central banks)
Loans/currency and deposits
Other assets
— Other sectors
Trade credits
Loans/currency and deposits
Other assets

Liabilities — Monetary authorities
Loans/currency and deposits
Otbher liabilities

— General government
Trade credits
Loans
Otbher liabilities
— MFls (excluding central banks)
Loans/currency and deposits
Otbher liabilities
— Other sectors
Trade credits
Loans
Otbher liabilities
Reserve assets
Monetary gold
Special drawing rights
Reserve position in the International
Monetary Fund
Foreign exchange
Currency and deposits
with monetary authorities

with MFIs (excluding central banks)

Securities
Equity
Bonds and notes
Money market instruments
Financial derivatives
Other claims

IV. Errors and omissions
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2.5 International investment position
for the euro area (breakdown
into the standard components in
line with the quarterly/annual
balance of payments)

I. Direct investment

. Abroad

I.1.1 Equity capital and reinvested earnings
I.1.2 Other capital

.2 In reporting economy

I.2.1 Equity capital and reinvested earnings
[.2.2 Other capital

2. Portfolio investment
2.1 Assets
2.1.1 Equity securities
(i) Monetary authorities
(i) General government
(iii) MFIs (excluding central banks)
(iv) Other sectors
2.1.2 Debt securities
2.1.2.1  Bonds and notes
(i) Monetary authorities
(i) General government
(iii) MFIs (excluding central banks)
(iv) Other sectors
2.1.2.2  Money market instruments
(i) Monetary authorities
(i) General government
(iii) MFIs (excluding central banks)
(iv) Other sectors

2.2 Liabilities
2.2.1 Equity securities
(iii) MFIs (excluding central banks)
(iv) Other sectors
2.2.2 Debt securities
22.2.1 Bonds and notes
(i) Monetary authorities
(i) General government
(iii) MFIs (excluding central banks)
(iv) Other sectors
2222 Money market instruments
(i) Monetary authorities
(i) General government
(iii) MFIs (excluding central banks)
(iv) Other sectors

3. Financial derivatives
3.1 Assets
(i) Monetary authorities
(i) General government
(iii) MFls (excluding central banks)
(iv) Other sectors
3.2 Liabilities
(i) Monetary authorities
(i) General government
(iii) MFls (excluding central banks)
(iv) Other sectors

4 Other investment

4.1 Assets
4.1.1 Monetary authorities
4.1.1.1 Loans/currency and deposits

4.1.1.2  Other assets

4.1.2 General government

4.1.2.1  Trade credits

4.1.2.2  Loans/currency and deposits
4.1.2.3  Other assets

4.1.3 MFIs (excluding central banks)
4.1.3.1 Loans/currency and deposits
4.1.32  Other assets

4.1.4 Other sectors

4.1.4.1  Trade credits

4.1.42  Loans/currency and deposits
4.1.43  Other assets

4.2 Liabilities
4.2.1 Monetary authorities
4.2.1.1 Loans/currency and deposits

4.2.1.2  Other liabilities

4.2.2 General government

422.1  Trade credits

4222  Loans

4223  Other liabilities

4.2.3 MFIs (excluding central banks)
4.23.1 Loans/currency and deposits
4232  Other liabilities

4.2.4 Other sectors

4.24.1 Trade credit

4242 Loans

4243  Other liabilities
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5. Reserve assets

5.1 Monetary gold

5.2 Special drawing rights

5.3 Reserve position in the
Monetary Fund

5.4 Foreign exchange

5.4.1 Currency and deposits

International

54.1.1  with monetary authorities

54.1.2  with MFls (excluding central banks)
5.4.2 Securities

54.2.1  Equities

5422 Bonds and notes

5423  Money market instruments

5.4.3 Financial derivatives
5.5 Other claims

3 Euro area b.o.p./i.i.p. statistics: concepts and definitions

3.1 Introduction

In order to construct meaningful aggregate
b.o.p./i.i.p. statistics for the euro area, proposals
have been formulated for the harmonisation of
concepts and definitions in the field of b.o.p./i.i.p.
statistics. Current international standards, such
as the fifth edition of the IMFs Balance of
Payments Manual (BPMS5), have been used as
guidelines in formulating these harmonisation
proposals. Sections 3.2 to 3.8 inclusive list the
most important proposals for the following
accounts within the b.o.p.: investment income,
capital account, direct investment, portfolio
investment,  financial derivatives, other
investment, reserve assets.

As regards the i.i.p., the ECB will compile the
i.i.p. for the euro area as a whole. The concepts
and definitions underlying the euro area i.i.p.
should be consistent with those applied to the

b.o.p. flows statistics. A full report covering
methodological aspects was approved by the
Working Group on Statistics (forerunner to the
Statistics Committee) in October 1997 and
subsequently endorsed by the Council of the
EMI in November 1997.

3.2 Investment income

(See Sections 4.1 to 4.15 inclusive, Sub-section 5,
for country-specific details.)

Investment income incorporates income
derived from a euro area resident entity’s
ownership of a foreign financial asset and,
symmetrically, income derived from a non-euro
area resident entity’s ownership of a domestic
financial asset (i.e. one issued in the euro area).
Investment income includes income generated
by direct investment, portfolio investment and

ECB EU Balance of payments statistical methods e November 1999



other investment financial instruments and by
the Eurosystem’s However,
interest on derivatives is recorded under
financial derivatives in the financial account (see
below).

Dividends are recorded as of the date on which
they become payable.

reserve assets.

Reinvested earnings appear in the context of
direct investment income. They are defined as
the direct share of the total
consolidated profits earned by the affiliated
company in a certain period (after allowing for
tax, interest and depreciation) less dividends
due for payment in the relevant period, even if
these dividends relate to profits earned in
earlier periods. Reinvested earnings are to be
recorded in the period in which they are earned
and included in the monthly euro area b.o.p.
statistics.

investor’s

Interest is to be recorded on an accruals basis in
the quarterly euro area b.o.p. statistics; however,
this may not be the case for the monthly key
items.

3.3 Capital account

(See Sections 4.1 to 4.15 inclusive, Sub-section 6,
for country-specific details.)

The b.o.p. capital account covers: (i) capital
transfers; and (ii) the acquisition/disposal of
non-produced non-financial assets.

Capital transfers consist of: (i) transfers involving
ownership of fixed assets; (ii) transfers of funds
linked to, or conditional upon, the acquisition or
disposal of fixed assets; and (jii) the cancellation,
without any counterparts being received in
liabilities by creditors. Capital
transfers may be in cash or in kind (such as debt
forgiveness).

return, of

The distinction between current and capital
transfers, in practice, rests in the use of the
transfer by the recipient country. Compilers of
b.o.p. statistics often encounter classification

problems in the case of debits (the recipient is a
non-resident) when the use of the transfer is
difficult to identify.

While the IMFs standard components of the
capital account consist of a sectoral breakdown
into the items general government and other
sectors (with a further breakdown thereafter),
the ECB compiles only a lump-sum capital
account, and does not require any breakdown.

3.4 Direct investment

(See Sections 4.1 to 4.15 inclusive, Sub-section 7,
for country-specific details.)

Direct investment is a category of international
investment that reflects the objective of a
resident entity in one economy obtaining a
lasting interest in an enterprise resident in
another economy. In line with international
standards (IMF/OECD), the so-called 10%
ownership criterion is applied to determine the
existence of a lasting interest in the case of the
euro area b.o.p. Thus, direct or, where known,
indirect ownership of 10% or more of the
equity of a non-euro area resident enterprise
by euro area residents or vice-versa constitutes
a direct investment relationship for the euro
area. Once the direct investment has been
established, all subsequent financial
between the related entities are recorded as
direct investment transactions, irrespective of
the financial instrument used for the individual
financial operation, with the exception of short-
term flows between related banks or other
financial institutions.

flows

Following the recommendations of the IMF and
Eurostat/OECD guidelines, direct investment
relationships of the euro area are recorded
using the directional principle, implying that the
financial transactions between the euro area
resident direct investor and the extra-euro
area direct investment enterprises are classified
as direct investment abroad in the euro area
b.o.p. Symmetrically, the financial transactions
between resident direct investment enterprises
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investors are
classified under in the
reporting economy in the euro area b.o.p.

and extra-euro area direct

direct investment

The components of direct investment
transactions are equity capital, reinvested
earnings, and other capital associated with
various inter-company debt transactions. Equity
capital comprises equity in branches, all shares
in subsidiaries and associates. Reinvested earnings
consist of the offsetting entry to the direct
investor’s share of earnings not distributed as
dividends by subsidiaries or associates and
earnings of branches not remitted to the direct
investor recorded under investment income.
Other capital covers all inter-company financial
transactions (borrowing and lending of funds) —
including debt securities and suppliers’ credits
(i.e. trade credits) — between direct investors
and subsidiaries, branches and associates.

Up to December 1999 the monthly and
quarterly direct investment accounts of ECB
statistics only distinguish between inward and
outward direct investment to and from the
euro area. From January 2000 onwards new
statistical requirements will be implemented for
both inward and outward direct investment,
which will ask for the split into the various
components of direct investment.

3.5 Portfolio investment

(See Sections 4.1 to 4.15 inclusive, Sub-section 8,
for country-specific details.)

The euro area portfolio investment account
(i) equity securities; and (ii) debt
in the form of bonds and notes

includes:
securities
and money market instruments, unless they
are categorised either as direct investment or
as reserve assets. Financial derivatives are
from portfolio
are shown in a separate category of the
account, in line with recent IMF
recommendations. Net transactions in
securities issued by non-euro area residents
are shown under the assets in the euro area

excluded investment and

financial

b.o.p., whereas the liabilities side is compiled by
taking out the intra-euro area assets from the
aggregation of national liabilities.

The equity securities item covers all instruments
and records acknowledging, after the claims of
all creditors have been met, claims on the
residual value of incorporated enterprises.
Shares, stocks, preferred stock or shares,
participation, or similar documents usually
denote ownership of equity. Transactions of
shares of collective investment institutions, e.g.
investment funds, are also included.

Bonds and notes are, in principle, securities
issued with an initial maturity of more than one
year which usually give the holder: (i) the
unconditional right to a fixed monetary income
or contractually determined variable monetary
income (payment of interest being independent
upon the earnings of the debtor); and (ii) the
unconditional right to a fixed sum in repayment
of principal on a specified date or dates.
Transactions in securities issued with a maturity
of more than one year are always classified as
bonds and notes in the euro area b.o.p.i.i.p.,
even though their residual maturity at the time
of the investment may be less than one year.

Unlike bonds and money market
instruments are securities issued with an initial
maturity of one year or less. They generally give
the holder the unconditional right to receive a
stated, fixed sum of money on a specified date.
These instruments are usually traded, at a
discount, in organised markets; the discount is
dependent upon the interest rate and the time
remaining to maturity. Examples of instruments
included are Treasury bills, commercial and
financial paper and bankers’ acceptances.

notes,

By contrast transactions based on repurchase
agreements and other repo-type transactions
(sell/buy-back and bond lending) for debt
securities are included in the euro area other
investment account.

The investment
transactions in the euro area b.o.p. takes place

recording of portfolio
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when the euro area creditors or debtors
enter the claim or liability respectively in their
books. recorded at the
effective  price received, less
commissions and expenses. Thus, in the case of
securities with coupon interest, the interest
accrued from the last maturity is included, and,
in that of securities issued at a discount, the

Transactions are
paid or

interest accumulated since the issue is included.
Offsetting entries for interest accrued are
required on a quarterly basis; they are simply
recommended for the compilation of the
monthly key items, in line with the requirements
for the investment income account.

3.6 Financial derivatives

(See Sections 4.1 to 4.15 inclusive, Sub-section 9,
for country-specific details.)

Financial derivatives are financial instruments
that are linked to a specific financial instrument,
indicator or commodity, and through which
specific financial risks can be traded in financial
markets in their own right. Transactions in
financial derivatives are treated as separate
transactions, rather than as integral parts of the
value of underlying transactions to which they
may be linked. Transactions in options, futures,
swaps, forward foreign exchange contracts, credit
derivatives and embedded derivatives are recorded
in the euro area b.o.p.

The recording of transactions in financial
derivatives takes place when the euro area
creditors or debtors enter the claim or liability
respectively in their books. Owing to practical
problems involved in separating the asset and
liability flows for some derivative instruments in
a meaningful way, all financial derivatives
transactions in the euro area b.o.p. are being
recorded on a net basis.

Net flows associated with interest rate derivatives
are recorded as financial derivatives, not as
interest with  recent
international Moreover, the
classification of specific instruments of credit

flows, in line
agreement.

derivatives should be decided upon on a case-
by-case basis.

Initial margin payments are regarded as changes
in deposits and should be recorded, if
identifiable, in the other investment account.
The treatment of variation margin payments
depends on the form of the variation margin:
options-style variation margins are regarded, in
principle, as changes in deposits and should be
recorded, if identifiable, under other investment.

Futures-style
regarded, in transactions in
derivatives and in the
financial derivatives account. In the case of
options, the full premium (i.e. the purchase/sale
price of the options and the implied service
charge) is recorded in the financial account.

variation margin payments are
principle, as
should be recorded

3.7 Other investment

(See Sections 4.1 to 4.15 inclusive, Sub-section 10,
for country-specific details.)

The b.o.p. other investment account is defined
as a residual category that includes all financial
transactions not covered under direct
investment, investment, financial
derivatives or reserve assets accounts.

portfolio

Other investment covers: (i) trade credits;
(i) loans/currency and deposits; and (iii) other
assets/other liabilities.

Trade credits consist of claims or liabilities arising
from the direct extension of credit by euro area
suppliers or buyers respectively for transactions
in goods and services and advance payments for
work in progress (or to be undertaken) that is
associated with such transactions.

Loans/currency  and  deposits comprise
transactions in the following financial instruments:
loans, i.e. those financial assets created through
the direct lending of funds by a creditor (lender)
to a debtor (borrower) through an arrangement
in which the lender either receives no security
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evidencing the transactions or receives a non-
negotiable document or instrument: deposits;
repo-type operations and currency. Included
are, inter alia, loans to finance trade, other loans
and advances (including mortgages). In addition,
financial leases are covered.

All  repo-type operations, i.e. repurchase
agreements, sell/buy-back operations and bond
lending, are treated in the euro area b.o.p. as
collateralised thus not as outright
purchases/sales of securities, and recorded
under the other investment account, within the

loans,

euro area resident sector that carries out the
operation. This treatment, which is also in line
with the accounting practice of banks and other
financial corporations, is intended to better
reflect the economic rationale behind these
financial instruments. The firm commitment to
repurchase the securities implies that the
economic ownership remains with the original
owner, who retains the risks and rewards
associated with the ownership, while not
necessarily retaining legal title. Such procedure
is, in addition, consistent with the treatment in
money and banking statistics and with the
current practice in the MFl sector.

Likewise, all reversible gold transactions have to be
treated as repos and recorded accordingly.
Although there is a formal difference between
gold swaps and gold repos, as the gold changes
ownership (and no longer appears in the
balance sheet of the cash-taker) only in the case
of the former, the economic rationale behind
gold swaps/loans is certainly in line with the
spirit of the definition of repurchase agreements
and has a very similar economic effect to
traditional repos on securities. This conclusion
is also considered to be in line with current
European banking accounting directives and practices.

Other assets/other liabilities cover all items other
than trade credits, loans and currency and
deposits. For example, capital subscriptions of
the participating Member States to international
non-monetary organisations are classified as
miscellaneous receivable and payable accounts
in this category.

3.8 Reserve assets

(See Sections 4.1 to 4.15 inclusive, Sub-

section | |, for country-specific details.)

The concepts and definition of the Eurosystem’s
international reserves were approved by the
Governing Council of the ECB in March 1999.
The reserve assets of the euro area consist of
the Eurosystem’s reserve assets, e.g. the ECB’s
reserve assets and the reserve assets held by
the NCBs of the participating Member States.
Reserve assets must:
- be under the effective control of the
relevant monetary authority, either the
ECB or the NCBs of the participating
Member States; and
— refer to highly liquid, marketable and
creditworthy
denominated claims on non-residents of
the euro area, both at the national and at
the euro area level, plus gold, special
drawing rights and the reserve positions in
the IMF of the participating NCBs.

foreign currency-

The Eurosystem’s reserves are compiled on a
gross basis without any netting-off of reserve-
liabilities. The valuation
market prices, using:

—  the prevailing market prices at the time
when the transaction takes place for
transactions; and

—  the closing mid-market prices at the end
of the appropriate period for holdings. For
the conversion of foreign currency-
denominated assets euro, the
respective exchange rate is chosen and
applied in a similar way.

related is based on

into
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Belgium / Luxembourg

4.1.1 Organisational Chart(s)

National Bank of Belgium

Statistics
Department
I
v v v
Balance of National Accounts & Financia}l Accfounts
Payments Economics Division & Financial
Division Institutions Division
> Staff &
secret.
) Collfactlfm &
validation
> Current account

Fin. acc.
) Surveys, financial &lIp

account & IIP

Surveys

Assets &

Liabilities
__p| Compilation &
dissemination

Dissemination
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Belgium / Luxembourg

STATEC

Director

l. General Services

Deputy
Director |

ll.  Computer and
Databanks Section

lll.  Trade Statistics

Foreign Direct
Investment

IV.  Foreign Economic
Relations Section

V.  Statistics of Non-Agricultural
Enterprises

Balance of
Payments Data

VI.  Employment Statistics

VIl. Consumer Prices, Industrial

Indicators, Agricultural Statistics

VIIl. National Accounts

IX.  Economic Projections,
Macroeconomic and Economic
Models, Economic Policy,
International Organisations
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4.1.2 Institutional aspects

4.1.2.1 Introduction

The Belgian-Luxembourg Economic Union
(BLEU) was initiated in 1921 when the official
agreement confirming the monetary association
between the two countries was signed. In 1944
the Belgian-Luxembourg Exchange Institute
(BLEI) was set up for foreign exchange control
purposes. From the very outset, the information
collected in the framework of the exchange
control was used as basic data to produce a
joint balance of payments (b.o.p.) for the two
countries. Capital movements were gradually
liberalised from 1950 onwards. In 1990 the last
remaining foreign exchange control, the two-
tier foreign exchange market, was abolished.
Consequently, the task of the BLElI became a
purely statistical one.

On | January 1999, with the advent of Monetary
Union, the BLEU was integrated into a wider
union. Until | January 2002, the BLEIl will
continue to provide b.o.p. data for the BLEU.
From 2002 onwards Belgium and Luxembourg
will provide separate data.

4.1.2.2 Legislative provisions

(i) Belgium

The current revised data collection system is
defined in the BLEIl law of 2 January 1991, as
amended by the law of 22 July 1993 and the law
of 12 December [996. The Royal Decree
necessary for its full application is dated |3 April
1997.The related adapted regulations have been
published by Ministerial Decree of 5 August
1998.

(ii) Luxembourg

The regulations currently in force are the
Grand-Ducal Decree of 10 November 1944 (as
amended), which relates to exchange control,
the Grand-Ducal execution regulation of 9 July
1997, which relates to foreign payments and the
b.o.p., and the Ministerial Decree of 13

November 1998 which relates to the

Belgium / Luxembourg

publication of the BLEI rules to be applied by
the reporting agents.

In 1993 some changes were made to the above-
mentioned Grand-Ducal Decree in order to
provide the legal basis for the compilation of the
Luxembourg b.o.p. The Service Central de la
Statistique et des Etudes économiques
(STATEC) is responsible for establishing the
b.o.p. in co-operation with the BLEl, the
Nationale Bank van Belgié/Banque Nationale de
Belgique (NBB/BNB) and the Institut monétaire
luxembourgeois (IML).The setting up of the Banque
centrale du Luxembourg (BcL) necessitates a
new legislative framework in the field of the
b.o.p. compilation. This framework has been
approved by BcL and is due for approval by
Government. The hereafter described activities
of the BcL in the field of b.o.p. statistics relate to
the future content of this not yet formalised
agreement. The main source of information is
the BLEI collection system.

4.1.2.3 Internal organisation

(i) BLEI and the NBB/BNB

The BLEIl is a Belgian public institution, the
administration of which has been delegated to
the NBB/BNB. Since the creation of a Statistical
Department, the tasks of the BLEI are fulfilled
by the Balance of Payments Division of this
department. The BLEI is managed by a Board
consisting of seven members from Belgium and
three members from Luxembourg. The
President of the Board is the Governor of the
NBB/BNB and the Vice-President of the Board
is the Governor of the BcL; all decisions taken
by the Board are executed by the Secretary of
the BLEI.

On behalf of the BLEI, the Balance of Payments
Division of the NBB/BNB collects data from
credit institutions and enterprises and carries
out data control and data processing functions.
The resolution of methodological issues related
to the b.o.p. of the BLEU and its compilation are
among the statistical tasks performed by the
NBB/BNB.
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Belgium / Luxembourg

The Balance of Payments Division of the NBB/
BNB has been reorganised to reflect the new
data collecting, processing and compilation
system, which includes surveys on stocks (trade
credits, direct investment
investment). At present, it consists of five
sections which deal with:

and portfolio

- data collection and validation controls;

—  the current account and the new capital
account;

—  the financial account and the international
investment position (i.i.p.);

- compilation and dissemination;

—  the organisation of surveys.

n addition to these sections, a quality control

unit is operational.

Some of the data on the balance sheets of
companies which are collected by the Data
Exchange Department are currently used for
checking and validation purposes. Moreover, a
systematic comparison is made, from 1995
onwards, between the external trade data and
the goods items of the b.o.p. for Belgium.

(ii) Banque Centrale du Luxembourg (Bcl)

The statistics department of the BcL is in charge
of establishing statistical data in the area of
money and banking statistics. Owing to the fact
that the actual b.o.p. data are still compiled by
the BLEI, the balance of payments section is not
in charge of any data compilation, with the
exception of the monthly compilation of the
stocks data on reserve assets. It is, however, in
charge of methodological issues and relations
with international organisations. Currently, its
main responsibility is the development of the
infrastructure necessary to compile the
Luxembourg b.o.p. as from | January 2002.

The balance of payments section of the BcL, in
co-operation with the BLEI, maintains and
establishes contacts with the reporting agents in
the financial sector.

(i) STATEC

STATEC is responsible for centralising all
statistical information and for co-ordinating
statistical STATEC

Luxembourg’s system.

comprises eight sections, one of which — the
Foreign Economic Relations (Statistics) Section
— is responsible for compiling foreign direct
investment and b.o.p. data.

In the field of the b.o.p., STATEC is in charge of
specific methodological issues and is responsible
for establishing a quarterly current account for
Luxembourg. STATEC is represented in the
main decision-making bodies at the level of the
European Commission (Eurostat).

STATEC, in co-operation with BLEI, maintains
and establishes contacts with reporting agents
in the non-financial sector.

4.1.2.4 External co-operation

The Balance of Payments Division and Research
Department of the NBB/BNB liaise closely with
one another. The latter was responsible for
compiling the b.op., on the basis of data
collected by the BLEI, from 1947 to 1993.The
Research Department is still responsible for
analysing data and for producing estimates for
the current year as well as
estimates. It carries out comparisons with
various other types of statistics, such as the
national and investigates their
coherence. The Research Department also
shares competence in the field of b.o.p.
methodology with the Statistical Department —
Balance of Payments Division.

short-term

accounts,

To ensure: (i) the consistency of the current
accounts of Belgium and Luxembourg with the
current account of the BLEU, on the one hand;
and (ii) the consistency of the external assets
and liabilities of the Luxembourg banks with
their balance sheets as reported to the BcL, on
the other, there is also close co-operation
between the NBB/BNB, the BLEI, STATEC and
the BcL.

The BLEI collects data for the compilation of
both the b.o.p. for the BLEU and the current
accounts of Belgium and Luxembourg (under
the Maastricht Treaty, a separate current
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account for each Member State is one of the
secondary
consideration with regard to participation in
Economic and Monetary Union (EMU)). These
data are transmitted to the institutions which
are responsible by law for compiling the b.o.p.,
namely the NBB/BNB, which is in charge of the
BLEU b.o.p.and the Belgian current account, and
STATEC, which, in co-operation with the BcL, is
responsible for the current account of
Luxembourg.Another task of the NBB/BNB and
the Bcl is to collect data in relation to the
international activities of credit institutions and
to report this information to the Bank for
International Settlements (BIS).

criteria  to be taken into

4.1.2.5 Users

The national compilers, i.e. the NBB/BNB and
STATEC/the Bcl, are responsible both for
reporting to international organisations and for
publishing all related statistics. International
organisations, such as the ECB, the International
Monetary Fund (IMF), the Statistical Office of
the European Communities (Eurostat), the
Organization for Economic Cooperation and
Development (OECD) and the Bank for
International Settlements (BIS), are provided
with data on the BLEU b.o.p.

4.1.3 Statistical system

4.1.3.1 Type of collection system

The collection system used to report statistical
data for the b.o.p. is an “international transactions
reporting system (ITRS) of the closed type” which is
based on the collection of settlements.A system
is said to be closed when all changes in the
external positions of the reporting banks, taken
individually, must be supported by the reporting
of all the flows affecting these positions. The
position at the beginning of the reporting
period plus the transactions during that period
equal the position at the end of the reporting
period.As a consequence, the statistical reports
are self-balancing statements.

Belgium / Luxembourg

In order to produce a sectoral breakdown of
portfolio investment and other investment for
the banking sector b.o.p. flows are derived from
the balance sheets of banks.

For some components of the current account

administrative sources are used:

—  income of employees — social security
information;

—  transactions of the European institutions;
and

—  insurance data from the supervisory
authority for insurance companies.

Furthermore, for portfolio investment, some
flows data are adjusted on the basis of specific
statistics from general government. In addition,
for flows of direct investment, some
adjustments are made on the basis of
information taken from specialised media.

Within the framework of the i.i.p., stocks data
are used for the banking sector and general
government, as stock exchange
information for the adjustment of prices relating
to portfolio investment.

well as

4.1.3.2 Reporting agents

(i) Banks: These are banks and other financial
institutions, in the Second EU
Banking Directive. Coverage will be extended to
include non-bank institutions in order to cover
the monetary financial institution (MFI) sector.
The “Office des Chéques Postaux”, Belgium, and
the “Comptes Cheques Postaux”, Luxembourg
(CCPL), are assimilated to a credit institution
for b.o.p. reporting purposes.
required to report all external transactions
undertaken on behalf of their customers and
for their own account, as well as interbank
operations affecting their external positions.
These reports are of the “closed” type and
are established on a daily basis and in the
original currencies. Moreover, they report their
assets and non-resident
counterparts on both a monthly and a quarterly
basis. Since | January 1999, data related to the

as defined

Banks are

liabilities  vis-a-vis
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Belgium / Luxembourg

currencies of countries which now form part of
the euro area havebeen reported in euro.

(i) Direct respondents: Enterprises have to report
all transactions settled through a channel other
than resident credit institutions directly to
the BLEI This reporting covers bank accounts
abroad, netting procedures and
accounts. Some general direct respondents
(GDRs) (similar to the French general direct
reporting DDGs)
directly to the BLEI on all transactions with non-
residents.These reports are denominated either
in the original currencies or, as from 1999, in euro.

current

companies, or report

(iii) Monetary authorities: The NBB/BNB and
the BcL provide data on reserve assets and
other transactions of the monetary authorities.

Within the framework of the new legislation
in force since 1991, as amended in 1996, the
BLEI is authorised to organise surveys for
the compilation of the b.o.p/iip. At the
moment, three surveys have been developed,
namely:

—  one on trade credits, which is aimed at
collecting data on the claims and debts
resulting from transactions in goods on a
monthly basis;

—  one on foreign direct investment, both in
countries abroad and in the two countries
of the BLEU, which covers stocks and
flows data on equity capital, results,
dividends, loans, interest payments and
commercial credits as well as some other
economic data for each direct investment
relationship; and

—  one on portfolio investment (as from 1997),
which is aimed at collecting data on
foreign securities held as investments
either directly by enterprises or in
custody by domestic custodians (for
Belgium only).

4.1.3.3 Thresholds

Simplification, justification and identification
thresholds are applied in the BLEI collection system.

A simplification threshold is applied and set at
EUR 9,000 for both receipts and expenditure.
Below this threshold, no information is required
concerning the nature of the underlying
transaction or the country of the non-resident
counterpart.The lump sum registered as such is
broken down according to a key based on
historical data. The adjustment key will have to
be modified in the future.The introduction of a
survey for transactions below the threshold is
thus being considered.

For transactions above this simplification
threshold, the of the
transaction and the country of residence of the
counterpart have to be supplied. In addition, for
reports on outgoing payments, a written
justification is required for amounts in excess of
EUR 9,000, given that this information should be
readily available, as customers have to fill in a
payment order for the bank. In view of the fact
that justification is far
burdensome in the case of incoming payments,
because the resident receives the money before
the reporting form is completed, the threshold
for written justification has been raised to
EUR 625,000.

economic nature

written more

A third threshold of EUR 25,000 is used to
identify the resident payer or payee. The
identification number of the resident concerned
only has to be reported for payments in excess
of this amount.

Above a fourth threshold of EUR 2,500,000,
banks have to identify the resident banking
counterpart for interbank transactions.

4.1.3.4 Availability of data

Separate current accounts for Belgium and
established in 1995.
However, for the purposes of the financial
account, monthly, quarterly and annual data are
only available for the BLEU.

Luxembourg were

A complete BLEU b.o.p. (monthly, quarterly and
annual data) is made available in accordance
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with most of the major IMF standard
components, together with a full geographical
breakdown. However, the geographical

allocation for some estimates made at a high
level of aggregation has yet to be determined.

4.1.3.5 Timeliness

The reporting banks have five working days and
I'l working days within which to submit their
daily reports and their assets and liabilities
statements respectively. Direct respondents
have 15 working days after the end of the
reporting month to submit their reports. Some
adjustments are made to cover any data missing
when direct respondents are late in sending
their reports. A similar procedure is followed
for the banking statements. This procedure will
enable the NBB/BNB to respect the six-week
time-lag granted by the ECB for the submission
of the key monthly items data.

4.1.3.6 Compilation frequency

With regard to publication, the b.o.p. of the
BLEU is currently compiled on a quarterly basis
with a monthly breakdown; however, for ECB
purposes only,a monthly b.o.p. is also compiled.

4.1.3.7 Data controls

Data are checked within the mainframe
environment for validation purposes, as well as
at the technical level, to verify their content
(adequacy, completeness, etc.) and cohesion.
These controls consist in checking, inter alia, the
accuracy of the identification number and in
performing certain cross-checks (transaction,
country and currency codes). One of the in-
house cohesion controls is aimed at verifying
the consistency of each report.
Corrections are made to the individual data

individual
stored in the mainframe. This correction
process is closely monitored using the following
files: a file for basic data, including all accepted
data; a file for correction purposes; and a

Belgium / Luxembourg

historical file, which provides information on
the different stages through which a record passes.
Individual controls are carried out on a
transaction-by-transaction basis. These controls
consist in an evaluation of a selection of
individual transactions, based on ad hoc criteria
for each item, the result of which may be
corrections. Some plausibility analysis is also
carried out for each b.o.p. component at two
levels: by transaction code (time series) and by
respondent (on the basis of its profile).
Systematic comparisons are made within the
Infocentre using
information, such as balance sheets (a check for
the FDI survey) and foreign trade statistics (a
check for the goods item of the b.o.p,; this is
performed on a quarterly basis for about I,100
enterprises, representing more than 60% of
total import-export transactions).

environment external

In order to maintain the closed system and to
be able to compile a separate current account
for Belgium and Luxembourg, all transactions
between Belgium and Luxembourg must be
recorded as foreign payments. However, for
capital flows, the nature of
transactions is not identified. Current account
transactions (flows) between Belgium and
Luxembourg are thus reported by both
countries as part of the same statistical system,
but the data collected nevertheless show
serious discrepancies. The BLEI, the NBB/BNB,
STATEC and the BcL are co-operating closely to
minimise such discrepancies.

and financial

4.1.3.8 Revision policy

Data revision is a continuous process. Individual
records can be updated on a daily basis. These
updates can be tracked in detail via historical
files. Aggregated data for dissemination are
currently revised as follows.

Monthly figures are produced within six weeks,
in order to fulfil the requirements of the ECB.
The revision process is carried out at a
quarterly and an annual frequency. The revision
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of a year or a quarter involves the revision of
every month concerned.

Month Quarter Year
M + 6 weeks Q+3M Y +3M
Q+6M Y+ 9M
Y+ I5M

The time periods given for reporting are as
from the end of the month, quarter or year
concerned.

4.1.3.9 Publication

The current national presentation of the BLEU
b.o.p. and of the separate current accounts of
Belgium and Luxembourg are, in principle, in line
with the IMF Balance of Payments Manual (5th
edition) or BPM5.

Publication takes place on a quarterly basis and
includes monthly data.

The titles of publications produced by the NBB/
BNB, STATEC and the BcL are listed in Sub-
section 4.1.13.1.

The figures for the BLEU b.o.p. and for the
current account for Belgium are available on the
NBB/BNB’s Web site (www.nbb.be). The
Luxembourg current account data can be found
on STATEC’s Web site (www.statec.lu).

The main internal users of the b.o.p./i.i.p. data
are the Research Department and the Statistical
Department; banks, ministries,
associations, embassies,
students are regular external users.

professional
universities and

As Belgium participates in the Special Data
Dissemination Standards (SDDS) system, the
release data for b.o.p./ii.p. and reserve assets
are published in advance.

4.1.4 Monthly key items

4.1.4.1 Availability of monthly key items

The monthly key items are available within the
six-week time period; however, these data have
a lower degree of reliability and coverage and
are completed using estimates for certain
missing respondents.

Monthly b.o.p. statistics (flows) are published in
the quarterly bulletin on a transaction basis,
together with a limited sectoral breakdown (in
accordance with the BPM5).

4.1.4.2 Estimation methods for monthly key
items
4.1.4.2.1 For trade in goods

The goods item is computed on a transaction
basis in line with the preliminary results of an ad
hoc survey on trade credits. The settlement
figures, registered via the ITRS, are adjusted in
order to take account of the results of the
survey. No estimates are made in the event of
missing data. Furthermore, there is no valuation
of the imports on an f.o.b. basis. The value
remains purely on an invoice basis. No seasonal
adjustment is made.

The geographical breakdown refers to the
country of the counterpart to the settlement;
these data probably closely reflect the country
of origin/destination.Within this framework, it is
indeed possible to identify, in the same way, the
with the not yet
participating in EMU.

transactions countries

The goods item is revised — as are all items — in
accordance with the general revision calendar
(see Sub-section 4.1.3.8.). B.o.p. data have been
almost compliant with BPM5 standards since
1995. Owing to the data sources used at
present and the related registration procedures,
the b.o.p. general merchandise item is near to
the concept of “general trade”, because goods
stored in bonded warehouses are registered as
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imports and vice versa for goods removed from
storage in bonded warehouses.

4.14.2.2 For investment income

Investment income flows are calculated on the
basis of the i.i.p. stocks for the main items of the
i.i.p.An average return is defined and applied to
the stocks data for the previous year; this is
then compared with the results of the same
process for the stocks data of the year before.
The magnitude of the variation between the
two sets of data is used to adjust the b.o.p. data.
In order to obtain monthly figures, the annual
figure is divided by 12.The result is a very rough
proxy of accruals.

The breakdown by sub-component is available
for the main items: direct, portfolio and other
investment. For the time being, reinvested
earnings are not estimated.

The split, which will be required in future,
between euro area issuers and non-euro area
issuers for portfolio investment is not available.
This implies the implementation of a new
collection procedure for portfolio investment
data (flows and stocks) based on security-by-
security reporting; the related income would
then be estimated on this new basis.

The revision process is limited to one single
revision which takes place when the i.i.p. for the
following year becomes available.

4.14.2.3 For direct investment

No specific estimates are made.

4.1.424 For portfolio investment

The figures are based on the settlement data
collected via the ITRS. These data are
nevertheless adjusted for the banking sector on
the basis of its assets/liabilities data, and for the
general government sector on the basis of ad

Belgium / Luxembourg

hoc statistics related to short and long-term
securities.

Until no write-off item for accrued
interest is computed, whether for monthly,
quarterly or annual data.

now,

4.14.2.5 For financial derivatives

For financial derivatives and other investment,
no specific estimates are made. The available
data are taken from the ITRS, in which ad hoc
transaction codes are identified in order to
components. No
adjustments are made to ensure that derivatives
fulfil the required methodology for options and
futures.

isolate  those further

4.14.2.6 For other investment

See Sub-section 4.1.4.2.5 above.

4.1.5 Investment income

4.1.5.1 Specific features of data
collection

4.1.5.1.1 General

As a consequence of the way in which incomes
are computed, no specific bias towards the
under-recording of credits is observed.
Nevertheless, in the ITRS a phenomenon of
under-recording does appear, owing to the lack
of a breakdown, at maturity date, between
income and capital.

In the long run, a distinction between income
related to euro area assets and that related to
non-euro area assets will be possible (see Sub-
section 4.1.4.2).

By virtue of the compilation method, the data
are not adjusted further or reconciled in
relation to the different frequencies or stages of
publication.
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The geographical allocation refers initially to the
country of settlement, both for the debits and
the credits, in anticipation of an ad hoc
collection procedure for the credit side. The
same breakdown is available for historical data.
The sole exception to this allocation principle
relates to the income derived from the banking
sector’s assets, where the debtor principle can
be applied.

4.1.5.1.2 Income on direct investment

The rate of return is based on an evaluation of
the return on shares.

The revision process is currently limited to one
revision, related to the availability of the most
recent i.i.p.

4.1.5.1.3 Income on portfolio investment

For both equity and bonds/notes, income is
calculated on the basis of stocks data. The
return on equities is based on an average return
for the stock exchange, adjusted for exceptional
behaviour of the stock exchange. Taking into
account the calculation process, all instruments
are treated in the same way, i.e. there is no
specific treatment for different kinds of bonds
(e.g. zero coupon bonds or indexed bonds). The
accruals principle cannot be applied in full as yet.

4.1.5.1.4 Income on other investment

For the loans and deposits components of
other investment, income is computed in the
same way as for direct investment and portfolio
investment, i.e. on the basis of the i.i.p.-related
components. These items cover assets and
liabilities of both individuals and enterprises.
Furthermore, certain income transactions are
not registered, such as income on trade credits
and the interest share in financial leasing.

Income on reserve assets is also based on
the i.i.p.

4.1.5.2 Definitions

Definitions are in line with the BPM5, except for
the deviations set out in Sub-section 4.1.5.3.
Since 1999 all financial derivatives have been
treated as such, including those on interest
rates, so that income on derivatives is no longer
included in the income account.

4.1.5.3 Deviations from agreed
definitions

Reinvested earnings are not yet integrated, but
it is planned to do so at the end of 1999. Income
on debt between related enterprises is
recorded as income on other investment. A
further deviation relates to income on bonds
and notes between affiliates, which is recorded
as portfolio investment income since the
underlying transactions in the financial account
cannot be recognised as direct investment
transactions.

4.1.5.4 Gaps

None.

4.1.5.5 Intended harmonisation

For direct investment earnings, with regard to
the registration of reinvested earnings, a
calculation procedure will be developed in line
with the ECB recommendations, referring to
the all-inclusive approach, because the
information needed to isolate the operating
profit is not available.

Concerning income on portfolio investment,
improvements will be made when the i.ip. is
computed in more detail (basic data will be
broken down security-by-security). In that
context, a more appropriate estimate of the
income would be possible for specific individual
instruments, and on a full accruals basis.
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4.1.5.6 Estimation methods

The methods and data sources used to compile
quarterly data are identical to those used for
monthly data. The quarterly data are produced
from a summary of monthly data.

Up to now, no portfolio investment stocks data
are available with a split between euro area and
non-euro area assets. The collection of data with
such a breakdown started in the b.o.p. flows in
mid-1998 and via the IMF Co-ordinated
Portfolio Investment Survey in 1997.The results
of the latter are not yet taken into account in
establishing this split.

4.1.6 Capital account

4.1.6.1 Specific features of data
collection

Part of the general reporting system (see Sub-
section 4.1.3.2). No other source of information
is used.

4.1.6.2 Definition

In principle, the definition of the capital account
is in accordance with the BPM5 and the
harmonisation proposals made by the ECB’s
Working Group on Balance of Payments and
External Reserves Statistics and its predecessor.
The distinction between current and capital
transfers is made by using different transaction
codes in the collecting system, in line with the
BPMS criteria.

For transactions with the European Commission,
their data are compared with the NBB/BNB’s
data and included in the current or capital
account according to the classification of the
institutions used in their b.o.p. The same
procedure is also followed for the goods and
services components.

Belgium / Luxembourg

The quality of the debt forgiveness item remains
very poor, but this will be evaluated in the
second half of 1999.

4.1.6.3 Deviations from agreed definitions

None.

4.1.6.4 Gaps

Some information is available for other capital
transfers, but the results have yet to be checked.
Data availability is also very poor for debt
forgiveness.

4.1.6.5 Intended harmonisation

Data on transactions with the European
Commission are compared with Eurostat
figures. Nevertheless, for goods and services,
the Eurostat figures are used in the BLEU b.o.p.
For debt forgiveness, potential sources are to be
contacted, such as individual banks, government
or the Office du Ducroire, a public insurance
company which provides payment guarantees
for Belgian exporters.

4.1.7 Direct investment

4.1.7.1 Specific features of data collection

At present, direct investment in the b.o.p. is
computed on the basis of the information
collected via the ITRS, where specific
transaction codes are used, thus also providing a
breakdown between euro area assets and non-
euro area assets. Furthermore, the data from
the ITRS are compared with the banking
statistics — in order to improve the quality of
the data for the banking sector — and with
balance sheet data and media information with a
view to increasing coverage and quality.

Geographical allocation is based on two criteria:
(i) the country of settlement; and (ii) the split
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between issuers within the euro area and non-
euro area issuers in the ITRS. In the survey, the
debtor/creditor principle is fully applied, with
the information being collected for each
individual direct investment relationship.

A procedure for the adjustment of b.o.p. figures
on the basis of the direct investment survey is
under evaluation and may be implemented in
the medium term. Any improvement made at
the level of coverage of direct investment
statistics will cause problems in relation to
data. Currently no
adjustments are planned.

historical backward

As a consequence of the full application of the
rule that all transactions between affiliated
enterprises should be recorded under direct
investment, the transactions effected by the co-
ordination centres in Belgium and the holdings
in Luxembourg have considerably inflated the
data for direct investment.

4.1.7.2 Definition

In principle, Belgium/Luxembourg plans to
comply with the recommendations of the BPM5
and the harmonisation proposals made by the
ECB’s Working Group on Balance of Payments
and External Reserves Statistics and its
predecessor.

Special purpose entities are considered to be
ordinary enterprises, regardless of the type of
transactions in which they engage.

For equity capital, the main information is based
on the related settlements. Those data are
completed, in some cases, by using information
specialised newspapers or other
documentary sources, or by using the direct
investment survey results, in order to adjust the
equity capital item for transactions carried out
without any settlement.

from

On the basis of an ongoing evaluation of major
financial flows registered as shares in portfolio
investment, a fraction of these transactions are

reclassified as direct investment if they fulfil the
ad hoc criteria.

Loans are included regardless of their maturity,
and even cash management transactions are
covered as far as possible.

4.1.7.3 Deviations from agreed definitions

The main deviations are the non-application of
the directional principle and the non-inclusion
of reinvested earnings. Adequate methods of
implementation are development.
Furthermore, trade credits between related
enterprises and in respect of issues of bonds
and notes between related enterprises are not
included in direct investment, but in other
investment and portfolio
respectively. The direct investment survey will
make it possible to adjust the trade credits item
in the near future, once coverage is sufficient.

under

investment

4.1.7.4 Gaps

No information is as yet available on reinvested
earnings.

4.1.7.5 Intended harmonisation

The survey conducted covers not only direct
investment flows and stocks, but also other
components (earnings, reinvested earnings and
distributed earnings, as well as income on debt
and Foreign Affiliated Trade Statistics (FATYS)).
The survey is also useful for reconciliation
purposes. The information obtained from the
survey is expected to rectify most of the deviations
and fill the gaps mentioned, with the exception
of transactions in bonds between affiliates.

4.1.7.6 Estimation methods

The information content of the quarterly data is
similar to that of the monthly data. No specific
estimates are made.
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4.1.8 Portfolio investment

4.1.8.1 Specific features of data
collection

The source for data collection on portfolio
transactions is the ITRS (settlement data). The
codification used for these transactions is based
on a classification by instrument, by country of
issuer (Belgium/Luxembourg, euro area or non-
euro area) and by maturity (up to one year or
more than one year). The euro area/non-euro
area split has been produced since mid-1998,
but it is not possible to calculate this split for
historical data.

An ISIN-based collection system is not possible
at present (see also Sub-section 4.1.8.5).

The geographical allocation follows the
transactor principle.

There is no separate reporting system for the
transactions settled through financial centres,
custodians, etc.: they have to report within the
framework of the ITRS. Within the Belgian-
Luxembourg Economic Union (BLEU) two
important clearing houses operate, namely
Euroclear and Cedel. A large number of
transactions passes through these clearing
houses. When they act as custodians, they
intervene in the transactions as counterpart for
both sides of the transaction; this should
theoretically result in large flows with other
countries and should have a serious impact on
the geographical allocation in a number of
countries as well. However, in the national
presentation of the b.op., without the
geographical breakdown, those transactions
relating to the role of Cedel and Euroclear as
intermediaries between non-residents are
neutralised.

Finally, trading in loan portfolio (securitisation of
loans) is classified under portfolio investment.

Belgium / Luxembourg

4.1.8.2 Definition

In principle, Belgium/Luxembourg plans to
comply with the recommendations of the BPM5
and the harmonisation proposals made by the
ECB’s Working Group on Balance of Payments
and External Reserves Statistics and its
predecessor.

For securities, the split between domestic and
foreign securities is available, with a further
breakdown into euro area/non-euro area assets
and liabilities.

The collection system provides a single maturity
breakdown; over one year (long-term) and up
to one Yyear (short-term). For long-term
securities, a distinction is made between
equities and bonds; for short-term securities —
money market instruments — there is no further
breakdown by instrument. Only for domestic
issues have separate codes been created for
government and other issues.

In principle, income, commissions, charges and
fees on portfolio transactions should be
recorded separately in the collection system;
where this is not the case, however, these items
are included in the settlement amount for the
portfolio transaction.

As yet no offsetting entries are made for
accrued interest.

4.1.8.3 Deviations from agreed
definitions

In general terms, data for portfolio investment
can be considered to be reliable, although there
are some areas in which there is still some
progress to be made.

Another deviation is the problem encountered
when applying the valuation principle to the
market value: the recorded value is the payment
value. Nevertheless, this should be a good proxy
for the market value.
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bonds
recorded

Transactions in between affiliated
enterprises are portfolio
investment and not under direct investment

(see Sub-section 4.1.7.3).

under

4.1.8.4 Gaps

None.

4.1.8.5 Intended harmonisation

The ISIN codes have not been used so far, as the
current collection system does not allow ISIN
numbers to be included in the reports.
Nevertheless, the use of ISIN codes and the
integration of these in the actual collection
system (in a parallel circuit) will be studied in
the near future.

The codification used for portfolio transactions
is based on a classification by instrument, by
country of issuer (Belgium, Luxembourg, euro
area or non-euro area) and by maturity (short-
term or long-term).

4.1.8.6 Estimation methods

No estimates are involved.

4.1.9 Financial derivatives

4.1.9.1 Specific features of data
collection

With regard to financial derivatives, the BLEI has
modified the nomenclature and codes for
derivatives in order to distinguish between the
option type and others (forward, interest and
currency swaps, and futures). For the former, a
supplementary breakdown has been introduced
in order to produce a split between assets and
liabilities according to the issuer.

4.1.9.2 Definitions

See Sub-section 4.1.9.1.

4.1.9.3 Deviations from agreed
definitions

The NBB/BNB  complies  with  the
recommendations of the BPM5 and the
harmonisation proposals made by the Working
Group on Balance of Payment and External
Reserves (the former Task Force on Financial
Flows and Stocks Statistics).

4.1.9.4 Gaps

None.

4.1.9.5 Intended harmonisation

None.

4.1.9.6 Estimation methods

None.

4.1.10 Other investment

4.1.10.1 Specific features of data collection

Information is based on the assets and liabilities
data of the banking sector (to be extended to
the MFI non-banks) for the MFI sector, and on
the general collection system for the other
sectors.

Data for trade credits are covered by a monthly
survey, from which a sectoral breakdown can be
obtained. The survey provides
information on assets and liabilities related to
transactions on goods for 1,500 companies.

month-end

For the banking sector and the MFl-non bank
sector (as from mid-1999) the flows data are
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derived from stocks data (contained in their
balance reporting).
instrumental split between loans and deposits,
and a sectoral breakdown is also available. The
geographical breakdown can be provided, as
well as a maturity split (based on the initial
maturity of up to one year or more than one
year). All these breakdowns are available for all
periods (monthly, quarterly and annually). These
breakdowns can also be supplied for historical
data.

sheet There is an

4.1.10.2 Definition

In principle, Belgium/Luxembourg plans to
comply with the recommendations of the BPM5
and the harmonisation proposals made by the
ECB’s Working Group on Balance of Payments
Statistics and its

and External Reserves

predecessor.

Repo transactions are included in other
investment. This instrument, which is used by
the banking sector; is very important; it accounts
for more than 60% of transactions in Belgian
government issues and around 30-40% of
operations settled by Euroclear. Most of these
transactions are genuine repos, although sale
and buy-back transactions
contrast, bond
developed. Trading in loan portfolios does take
place, but is not yet very significant; it is treated
as portfolio transactions.

also occur. By

lending is not very well-

Variations on short-term claims and liabilities
between affiliated companies are classified
under the direct investment component.

Transactions in banknotes and coins are
registered in this b.o.p. only when they involve a

movement on a banking account.

4.1.10.3 Deviations from agreed
definitions

Trade credits between affiliated enterprises are
currently recorded under the other investment

Belgium / Luxembourg

and not under the direct investment item (see
Sub-section 4.1.7.3).

4.1.10.4 Gaps

None.

4.1.105 Intended harmonisation

The direct investment survey will be used to

record trade credits between affiliated

enterprises under direct investment.

4.1.10.6 Estimation methods

None.

4.1.11 Reserve assets

4.1.11.1 Specific features of data

collection

Part of the general reporting system (see Sub-
section 4.1.3.2).

4.1.11.2 Definition

The
Accounting Department, where no problems
relating to confidentiality are encountered in
providing breakdowns.

information is obtained from the

Financial derivatives are recorded on a net basis.
Embedded financial derivatives are recorded
together with the underlying
instruments and are not recorded and valued
separately.

financial

All transactions in reserve assets are registered
at market price and converted into euro using
the market exchange rates at the time of the
transaction.
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4.1.11.3 Deviations from agreed
definitions

No significant deviations.

4.1.114 Gaps

Data availability does not pose a problem. The
instrumental breakdown is not currently
available.

4.1.11.5 Intended harmonisation

None.

4.1.12 International investment
position

4.1.12.1 Specific features of data
collection

The production of an i.i.p. within nine months
implies that many data have to be of a very
provisional nature. As long as items are
produced by the accumulation of flows, the time
available is not an obstacle. Nevertheless, with a
view to including the results of stocks data from
ad hoc surveys, the period of nine months is too
short, considering that it takes almost this long
to collect the data; for direct investment stocks,
for instance, a minimum of 12 months is needed
to produce a first set of reliable data.

At present the following sources are used to
compile the i.i.p. data:

(i) stocks:

banking sector:

—  portfolio investment (equities, long-term
debt instruments and money market
instruments) and

—  other investment (short-term and long-
term loans and deposits);

general government:

—  portfolio investment (government bonds)
and

—  other investment;

monetary authorities (reserve assets and other
assets);

(ii) flows:

- banking sector: direct investment;

- other sectors: all items.

The coverage is currently slightly different for
general government, where the stocks data
which are used for other investment are not
fully in line with the similar flows data used in
the b.o.p.The concepts are identical in both the
i.i.p. and the b.o.p. financial accounts.As a result,
the same weaknesses and gaps can be identified.

Although the IMF Co-ordinated Portfolio
Investment Survey is operational in Belgium, the
data provided are not yet used in the i.i.p.
Luxembourg did not participate in the 1997 IMF
Co-ordinated Portfolio Investment Survey and
is not in a position to conduct this survey on a
regular basis. Considering the fact that the
survey will be repeated each year in Belgium, in
the long run the data will be incorporated in the
i.i.p. Nevertheless, as the response time is in
theory set at six months, the results of the
survey will only be used in a revised version of
the corresponding i.i.p.

The breakdowns by sector and by instrument
are based on the data sources. With the
exception of the banking sector’s assets, no
euro area/non-euro area breakdown is
possible for stocks data unless the survey
results are used. Moreover, even if the survey
results were used, these would cover only the
assets side.

There are no plans at present to produce
quarterly data.

4.1.12.2 Definitions

4.1.122.1 General

The definitions for the i.i.p. items refer to the
BPM5, as do the definitions for the respective
b.o.p.items.
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The reconciliation process is based either on
stocks or on the accumulation
depending on the item concerned.

of flows,

Price changes are applied for equity capital and
shares, using specific stock exchange indexes for
the main currencies. A reference to the country
is not possible at present owing to the lack of
reliable information. Different procedures are
applied for quoted and unquoted shares. For
real estate investment, a price adjustment is
made by reference to a domestic index of real
estate prices.

Exchange rate changes are calculated on the

basis of the data available in foreign currencies.

The conversion is calculated using the end-of-

year rate by currency, so that the stocks for

the previous year are estimated at current

rates. The transactions are computed using

the monthly average rate for the month of

registration.The valuation is based on:

—  the book value: banking sector (portfolio
and other investment);

—  the nominal value: general government
(portfolio investment); and

—  aproxy of the market value: other sectors
(portfolio investment).

For the banking sector, equities are adjusted to
a proxy of the market value in a similar way to
the other sectors by applying a stock market
index evaluation rate. For all other items, the
applied to the registered
accumulated flows.

valuation is

4.1.1222 Direct investment

As for the b.o.p., the directional principle is not
applied and reinvested earnings are not calculated.

4.1.1223 Portfolio investment

For discounted instruments the discounted
value is usually taken into account, so that the
difference in relation to the purchase price is
included in the i.i.p.

Belgium / Luxembourg

4.1.1224 Financial derivatives

There is no recording of financial derivatives on
a gross basis. Financial derivatives are computed
on the basis of accumulated flows; therefore, no
valuation of market prices is carried out for the
resulting stocks.

4.1.122.5 Other investment

See Sub-section 4.1.12.2.1.

4.1.1226 Reserve assets

Stocks of reserve assets are compiled in co-operation
with the Accounting Division of the NBB/BNB.

4.1.12.3 Deviations from agreed definitions

See the b.o.p. financial account.

4.1.12.4 Gaps

See the b.o.p. financial account.

4.1.12.5 Intended harmonisation

See the b.o.p. financial account.

4.1.12.6 Estimation methods

None.

4.1.13 Administration

4.1.13.1 Titles of publications

Nationale Bank van Belgié/Banque Nationale de
Belgique

Article in the “Revue Economique” (annual)
Annual Report

Statistical Bulletin (quarterly)
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Banque centrale du Luxembourg (Bcl)
Annual report
Bulletin (quarterly)

STATEC

Bulletin

“Note de conjoncture” (quarterly)
“Annuaire statistique” (annual)
Web site: www.statec.lu

4.1.13.2 Contributors

This country information was drafted by the
ECB’s Balance of Payments Statistics and
External Reserves Division and subsequently
amended and agreed with Belgium/Luxembourg.
Enquiries of a general nature should be
addressed to the Press Division of the ECB.
Enquiries specific to Belgium/Luxembourg
should be addressed to:

Mr. Guido Melis

Banque Nationale de Belgique
Boulevard de Berlaimont 14
B - 1000 BRUXELLES
Belgium

Tel.: (0032) 2 221 2170
Fax: (0032) 2 221 3144

Mr. Germain Stammet

Banque centrale du Luxembourg
Boulevard Royal, 2

L - 2983 LUXEMBOURG
Luxembourg

Tel.: (00352) 47 74 4279
Fax: (00352) 47 74 4920
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4.2.2 Institutional aspects

4.2.2.1 Introduction

Responsibility for the collection and compilation
of balance of payments (b.o.p.) statistics is
Statistics
Danmarks Nationalbank. Statistics Denmark is
the official compiler of the Danish b.o.p.
Danmarks Nationalbank collects all settlement
data and is responsible for defining the
regulations for and processing the reports on all
payments to and from other countries. In
addition, it collects, compiles and analyses data
on the international investment position (i.i.p.), direct
investment and other external assets and liabilities.

shared between Denmark and

In the past, the collection and compilation of
Danish b.o.p. statistics were partly determined
by foreign exchange regulations. Over the past
few decades, since Denmark’s accession to the
European Union (EU) in 1972, there has been a
gradual liberalisation of exchange controls. The
exchange controls in Denmark were totally
abolished in 1988.

Since the impact of external transactions on the
Danish economy is considerable, monthly b.o.p.
statistics are seen as an essential ingredient of
monetary, exchange rate and general economic
policy. A new b.o.p. collection and compilation
system was implemented during 1998 in order
to improve the quality of b.o.p. statistics and to
comply with international standards.

4.2.2.2 Legislative provisions

“Executive Orders on Foreign Exchange
Regulations” are issued by the Ministry of
Economic Affairs for the collection of b.o.p.
statistics in Denmark. The system in place is
based on the “Executive Order on Foreign

Exchange Regulations” issued on |1 July 1994.

The detailed regulations, reporting forms,
etc. for b.op. statistics are based on
Danmarks Nationalbank’s “Udlandsbetalinger-

Indberetningsforskrifter” of October 1998.

4.2.2.3 Internal organisation

(i) Statistics Denmark
The Balance of Payments Section of Statistics
Denmark is part of the national accounts office.

(i) Danmarks Nationalbank

Within the Statistics Department of Danmarks
Nationalbank, 30 staff members are involved in
b.o.p.and i.i.p. statistics, equivalent to around 28
full-time staff members.

4.2.2.4 External co-operation

Statistics Denmark and Danmarks Nationalbank
liaise with one another on the compilation of
data for the current account and, in particular,
the trade in goods items. For purposes of
producing current account data, trade in goods
figures (transactions-based data compiled by
Statistics Denmark) are compared with
settlement data for collected by
Danmarks Nationalbank, so that figures relating
to trade in services, income, etc. can be added
to the transaction-based goods figures in an
appropriate manner.

goods

Financial institutions are important external
contacts. They are data providers, as well as
users of b.o.p. statistics and the i.i.p. in all cases.
Outside Denmark, the b.o.p. statistics are
discussed with other central banks, particularly
those in the Scandinavian countries.

4.2.2.5 Users

Data on b.o.p. statistics, the i.i.p. and direct
investment are sent to the European
(Eurostat), the ECB, the
Organisation for Economic Co-operation and
Development(OECD) and the International
Monetary Fund (IMF). Domestically, the data are
forwarded to Statistics Denmark, the Ministry
of Finance and the Ministry of Economic Affairs.
Data on International Banking Statistics are sent
to the Bank for International Settlements (BIS).

Commission
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4.2.3 Statistical system

4.2.3.1 Type of collection system

During 1998 (April and October) Danmarks
Nationalbank launched a new reporting system
for payment and settlement statistics. The new
reporting system is a ticket-based closed system
in which all transactions that change an individual
bank’s external position are reported.

The reporting system consists of two different
collection systems. Almost all transactions
concerning securities (i.e. trading as well as
yield/redemption instalments) are automatically
reported by the banks without their customers
being contacted. These reports are made in
what is called the “securities system”. Recording
is carried out transaction-by-transaction. The
values of the transactions in securities are split
into the value of the security, accrued interest,
forward premium and charges, fees and
commissions.

Other transactions which change an individual
bank’s external position are reported in the
“transfer system”. Transactions are registered
automatically on the basis of the bookkeeping
and information is exchanged between the
banks indicating the residence status of the
owner of the debited account. Whenever
resident customers (non-banks) are involved in
the transaction, they are required to inform the
bank of the purpose of payment and the
country of the non-resident counterpart. This
information is collected through home banking
links or via other means of communication
between the bank and the customer.

The main features of the reporting system are
described in detail in Danmarks
Nationalbank’s “Monetary Review” of the
second quarter of 1999.

more

The banks’ and Danmarks Nationalbank’s own
transactions in financial items are derived from
changes in the relevant balance sheet items.This
means that banks’ and Danmarks Nationalbank’s
own transactions are measured net. Changes in

stocks in the monthly banking statistics reflect
transactions at the market prices at the time of
the transactions. Nationalbank
applies the same accounting rules. As a result,
the flows data are in accordance with the
recommendations of the ECB and International
Monetary Fund (IMF). However, there is one
minor exception. Balance sheet items in foreign
currency at the end of the month are converted
to Danish kroner at the end-month exchange
rates. However, the effect of these valuation
adjustments is offset in a separate item.
Consequently, the changes in the net external
positions of the banks reflect these transactions.
These comments are relevant for understanding
the description given later on flows data for
banks (Sub-section 4.24) and Danmarks
Nationalbank (Sub-section 4.2.11).

Danmarks

For supervisory and other purposes, another
set of accounting rules apply to banks and
Danmarks Nationalbank. The balance sheet
items are valued at market prices as at the end
of the period. This other set of data is used for
drawing up the i.i.p.

4.2.3.2 Reporting agents

Banks report all payments handled by the
banking sector.

Other residents report payments via accounts
held abroad as well as setoff/netting
transactions directly to Danmarks Nationalbank.
For the time being, approximately 640 residents
report transactions via accounts held abroad
directly to Danmarks Nationalbank, divided
evenly among monthly and quarterly reporting.
150 residents report setoff/netting
transactions.

4.2.3.3 Thresholds

Most  payments related to  securities
transactions are reported in the securities

system regardless of any threshold.
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In the transfer system other payments in excess
of DKK 60,000 on behalf of residents are
reported individually, together with the purpose
of the payment and identification of the
resident. Payments of less than DKK 60,000 are
reported without the purpose of the payment
or customer identification.

Payments related to transactions in which the
banks themselves take part are reported
regardless of any threshold. These transactions
are reported in aggregate form, so that the purpose
of the payment and country codes is preserved.

4.2.3.4 Availability of data

Statistics Denmark and Danmarks Nationalbank
compile b.o.p. data which have, since January
1997 for monthly data and as from the first
quarter of 1997 for quarterly and annual data, to a
large extent been in line with the harmonisation
proposals agreed within the former Task Force
on Financial Flows and Stocks Statistics.

4.2.3.5 Timeliness

Settlement data are available five and a half
weeks after the end of the reporting period.
Data for trade in goods are available 10 weeks
after the reporting period, owing to the Intra-
Community Trade Statistical System (Intrastat)
system. Consequently, transactions-based data
are available after approximately 10 weeks.

4.2.3.6 Compilation frequency

The Danish b.o.p. is compiled on a monthly basis.

4.2.3.7 Data controls

The new reporting system facilitates several
types of data control.

Validation procedures are incorporated into the
electronic data collection system. Accordingly,

several more complicated validation procedures
are used in-house when data are received.

The next level of control concerns the
interpretation of the specific information in the
reports. For instance, it is investigated whether
exchange rates are used correctly and whether
there are any systematic differences in the use
of purpose-of-payment codes.

For transactions in which one bank represents
the resident and pays or receives payments
from abroad via another bank, both banks have
an obligation to report.The details reported are
matched to ensure that the bank representing
the resident reports, even though the external
position of the bank may have remained unchanged.

The new reporting system provides the basis
for comparing the balance sheets of banks with
reported payments. However, it is not yet
possible to make a meaningful comparison
between the changes in the external positions
of individual banks and their reported payments.
As a start, various items are investigated, e.g.
transactions in repurchase agreements and
securities issued by non-residents are compared
with the changes in the individual banks’
accounts for repos and holdings of foreign
securities. Moreover, work is carried out to
compare statistics on non-residents’ holdings of
Danish securities issued
registered at the Danish Securities Centre with
the flows statistics.

in Denmark and

4.2.3.8 Revision policy

All revisions are made in the month to which
they relate. For the time being, there are no
specific guidelines on this issue.

4.2.3.9 Publication

Danmarks Nationalbank publishes monthly
b.o.p. data on a settlement basis in “Nyt” and

the “Monthly Financial Statistics”.
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“Nyt” is published first and contains data
covering a limited period and few specifications.
The publication entitled “Monthly Financial
Statistics” is the most detailed publication and
covers a longer period. Quarterly data on
foreign direct investment, broken down by
country and industry, are also included in the
“Monthly Financial
publications have accompanying notes in English
and contain a calendar of future releases.

Statistics”. These two

Two  other Danmarks
Nationalbank, the “Monetary Review” and the
“Annual Report”, contain extracts of data from
the “Monthly Financial Statistics”, together with
b.o.p. data on a transaction basis.

publications  of

Publications released by Danmarks
Nationalbank are available on the Internet on
the Web site of Danmarks Nationalbank at
http:\\www.nationalbanken.dk.

The titles of the publications produced by
Danmarks Nationalbank on b.o.p. statistics are
listed in Sub-section 4.2.13.1.

4.2.4 Implementation

4.2.4.1 Monthly key items

Deviations from the 5th edition of the IMF
Balance of Payments Manual (BPM5) (Monetary
Union proposals) are
unavoidable for the monthly key items data, as a
result both of their prospective use for

harmonisation

monetary and exchange rate policy purposes in
Stage Three and of constraints related to
timeliness. However, Danmarks Nationalbank
has provided the European Monetary Institute
(EMI)/ECB with national aggregate b.o.p. data,
broken down into key items, as from the January
1997 reporting period.

A decision to forward data on a transaction basis,
rather than on a settlement basis, was taken in
June 1999.

In the opinion of Danmarks Nationalbank, the
rationale for forwarding data on a transaction
basis is that it meets the requirements of the
BPM5 and eliminates the inconsistency between
monthly and quarterly data. Furthermore, these
are the official Danish b.o.p. data. However, at
present data on a transaction basis are only
available after around 10 weeks owing to the
well-known problem concerning Intrastat.

The issue of estimating monthly data on a
transaction basis in order to meet the
provisions is being assessed by Statistics
Denmark. The decision to produce a b.o.p.
within 30 working days has been taken, but the
implementation period for the project has not
yet been settled.

Data on a settlement basis are published by
Danmarks Nationalbank within five and a half
weeks.These data are used as input for Statistics
Denmark’s elaboration of the official b.o.p.

As of 1999, Statistics Denmark and Danmarks
Nationalbank are able to compile a country-by-
country geographical breakdown within 10
weeks from the end of the reporting period for
most key items. Statistics Denmark assumes
that it will be in a position to provide a euro
area/non-euro area split for current account
data and to prepare an assets/liabilities euro
area/non-euro area breakdown for Stage Three
of Economic and Monetary Union.

The methods and sources used to produce
monthly and quarterly data are the same.
Therefore, the evaluation of methodology and
breakdowns is discussed in the following
sections.

4.2.4.2 Estimation methods for
the monthly key items

At present, monthly data are not estimated, so
that monthly data are only available after 10
weeks owing to the well-known Intrastat
problem. The question of how to estimate is

currently being considered by Statistics
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Denmark. Once this assessment has been
completed, it will be possible to answer the
questions raised by the ECB. In general, in the
area of the b.o.p. Statistics Denmark follows the
regulations in the ESA and the recommendations
in the BPM5.

4.2.4.3 Monthly key items -
implementation plan

The implementation plan relies heavily on
Statistics Denmark, especially with regard to the
decision on estimating data for trade in goods.

4.2.4.4 Implementation of the BPM5

As in the case of most Member States which
essentially collect b.o.p. data on cross-border
settlements, the difficult  problems
encountered in the implementation of the
BPM5 relate to the coverage of transactions
where no settlement takes place.

most

Most of the new conceptual recommendations
made by the IMF have been implemented.Those
areas where deviations may remain after the
implementation of the BPM5 are indicated in
the various categories in Sub-sections 4.2.5 to 4.2.12.

4.2.4.5 Standard components —
quarterly and annual

The settlement statistics for 1995 and onward
have been line with the
recommendations of the BPM5.The official b.o.p.
figures, released by Denmarks Statistics, comply
with the BPM5 as of 1997, with some minor
exceptions.

brought into

4.2.5 Investment income

4.2.5.1 Specific features of data
collection

See Sub-section 4.2.3 for a description of the
data collection system.

4.2.5.2 Definitions

As from 1999 (but not before), it will be
possible for settlement data to fulfil the
requirements of the ECB, in respect of both
geographical and instrument breakdowns.

Settlement data include discounts on money
market securities issued abroad by the Danish
government. Furthermore, settlement data are
supplemented by data on reinvested earnings on
direct investment and on discounts/premiums
on Danish debt securities registered at the
Danish Securities Centre (in practice, equivalent
to Danish securities quoted on the Copenhagen
Stock Exchange). Data on reinvested earnings
are collected annually by  Danmarks
Nationalbank by means survey of
enterprises with direct investment relationships
(see Sub-section 4.2.12 on the i.i.p.). Statistics
Denmark is responsible for the calculation of
the discounts/premiums on the Danish debt
securities referred to above.

of a

4.2.5.3 Deviations from agreed
definitions

Deviations are related to discounts/premiums
on debt securities other than the securities
mentioned in Sub-section 4.2.5.2. In addition,
the issue of accruals (the periodisation) of
settlement data needs to be resolved.

4.2.5.4 Gaps

See Sub-section 4.2.5.3.
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4.2.5.5 Intended harmonisation

The issues mentioned in Sub-section 4.2.5.3 are
being investigated by a working group made up
of representatives of both Statistics Denmark
and Danmarks Nationalbank.

4.2.6 Capital account

4.2.6.1 Specific features of data
collection

As a completely new requirement for b.o.p.
statistics is involved, deviations of a conceptual
nature arise in this area, as well as deviations
relating to data availability.

account is based on

The overall capital

settlement statistics from Danmarks
Nationalbank. No breakdown is released, but
information on geographical allocation and a
sectoral breakdown are available in the

settlement statistics.

4.2.5.2 Definitions

The definition of the capital account is in line
with the BPM5. The implementation of the
recommendations has been difficult, as the
broad statements in the Sections 295 and 303
of the BPM5 are not very precise, and
Danmarks Nationalbank also relies on the
subsequent chapters, including Section 350, in
which legacies, for instance, are mentioned
indirectly as a capital transfer. Other sources of
interpretation of the BPM5 are the report
entitled “Improvement and Harmonisation of
the EU/EFTA balance of payments — Report of
Task Force 2 Current account” and the ECB’s
report on the same issue.

The basic problem of interpretation is that of
separating capital
transfers. A borderline case for codification in
Denmark is the treatment of legacies and gifts,
with regard to which it has been decided to
record gifts above DKK5 million (around

transfers from current

EUR 800,000) as capital transfers, because they
are assumed mainly to affect the savings, rather
than the consumption of the beneficiaries.

Of course, the obvious cases, for instance, of
governmental debt forgiveness of lending to
developing countries are also included.

EU transfers are compiled as current transfers,
except for some specific items that are defined
as capital transfers. EU capital transfers normally
account for 5% to 8% of total EU transfers.

4.2.6.3 Deviations from the agreed
definitions

The definition of migrants’ transfers is an
outstanding issue.

The present definition is that all migrants’ and
immigrants’ transfers of deposits/loans held
with Danish banks are included in the capital
account.

No final decision has yet been taken on whether
the separation, for statistical purposes, of the
Faroes and Greenland from Denmark in the
year 2000 should be considered as a current or
a capital transfer.

4.2.6.4 Gaps

Migrants’ and immigrants’ assets/liabilities other
than those held with banks are not covered.

Full data on investment grants made by general
government are not available.

Data for private sector debt forgiveness are not
available, but are believed to be insignificant.

4.2.6.5 Intended harmonisation

Danmarks Nationalbank plans to investigate the
but this is not
considered to be of very high priority.

gaps mentioned above,
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4.2.7 Direct investment

4.2.7.1 Specific features of data
collection

Danmarks Nationalbank collects data on direct
investment flows and stocks from two different
sources: the general settlements reporting
system and a sample survey of enterprises. The
survey was carried out at the end of the years
1991, 1994, 1996 and 1998. It was decided that,
as from the next issue, the survey should be
conducted annually. In  principle, the
combination of these two sources leads to a
good coverage and quality of direct investment
data. Some items, such as reinvested earnings
and trade credits between affiliated enterprises,
are derived from stocks data and are, therefore,
only available on a annual basis.

4.2.7.2 Definitions

When the new collection
implemented in October 1998, new payment
codes were added which took into account the

directional principle.

system  was

Monthly data on
included in the transaction-based b.o.p. statistics,
but not, at present, in the settlement statistics.

reinvested earnings are

4.2.7.3 Deviations from agreed
definitions

None.

4.2.7.4 Gaps

No detailed information is available on a
monthly basis for trade credits between
affiliated enterprises. Data are estimated as the
difference between transactions and settlement
data for all types of goods. However, data on
trade credits are available annually, from the
stock survey.

It has been difficult for the respondents to
understand and report their transactions in
accordance with the new and expanded set of
codes which implement the directional
principle.

Non-response is also a problem. Danmarks
Nationalbank is trying to address this using
newspapers and other sources. The enterprise
in question is then contacted to verify the
relevant transaction.

4.2.7.5 Intended harmonisation

Some of the larger enterprises/banks have been
contacted in order to explain the directional
principle to them.

It is intended to contact more respondents and
to write a more user-friendly description of the
codes.

4.2.8 Portfolio investment

4.2.8.1 Specific features of data
collection

In April 1998, the first part of a new electronic
settlement system, called the securities system,
was launched.This system contains all securities
transactions that might be relevant to the b.o.p.
In principle, all transactions involving either a
non-resident non-resident
counterpart/customer or a foreign currency as
the transaction currency or a non-resident
clearing house or a non-resident fiscal agent are
reported.

issuer or a

Portfolio investment is reported by the banks
via the securities system. It has been in use for
more than a year, but the initial checking of
banks’ reporting has mainly been technical,
focusing on inconsistencies in reporting and
inconsistencies reporting of
different banks. The checking was successful, as
no major failures in reporting were identified.

between the
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Comparisons of Danmarks Nationalbank’s
information with settlement statistics from
other sources suggests that the central bank’s
settlement data are reliable. This is the first-
hand experience and, in due course, securities

reporting will be examined further.

Another feature of electronic reporting is that
reporting on portfolio flows is received at the
settlement date, which means that extensive
statistics on portfolio flows are available within
only three days.

Not all information on portfolio flows comes
from the settlement system. As mentioned in
Sub-section 4.2.3, banking statistics are used, e.g.
changes in banks’ holdings of foreign securities.
A difference has been observed between the
banking
concerning foreign securities. This difference is
being investigated.

statistics and settlement data

4.2.8.2 Definitions

4.2.8.3 Deviations from agreed
definitions

4.2.8.4 Gaps

The gaps in portfolio investment data are the
counterparts of the gaps concerning investment
income on debt securities which are mentioned
in Sub-section 4.2.5.

4.2.8.5 Intended harmonisation

None.

4.2.8.6 Estimation methods

None.

4.2.9 Financial derivatives

4.2.9.1 Specific features of data
collection

The payments on financial derivatives are based
on settlement statistics. No breakdown is
present, but
allocation and a

released at information on
geographical
breakdown are available in the settlement

statistics.

sectoral

4.2.9.2 Definitions

The definition of financial derivatives is in
accordance with the BPMS5. All payments on
financial derivatives are considered as belonging
to this item, regardless of whether they
constitute interest-related payments or foreign
exchange of principal-related payments. The
codification used by Danmarks Nationalbank
distinguishes between, on the one hand, swaps
and FRAs, and, on the other, derivatives such as
foreign exchange agreements, futures and
options. However, no information providing the
distinction is released.

4.2.9.3 Deviations from agreed definitions

None.

4.2.9.4 Gaps

In theory, there are no gaps. In practice,
however, significant differences are experienced
as a result of the reporting of principal for
swaps. As the amounts of initial and final
exchanges in relation to swaps are far larger
than other payments, even if only a small
number are reported incorrectly this can have a
significant impact on errors and omissions.
Therefore, Danmarks Nationalbank runs a
dedicated check on the largest payments on
derivatives, which is designed to identify
individual payments not matched by an
offsetting payment for the same company.
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4.2.9.5 Intended harmonisation

None.

4.2.9.6 Estimation methods

Payments on financial derivatives are not

estimated.

4.2.10 Other investment

4.2.10.1 Specific features of data
collection

Trade credit is defined, by nature, as the
difference between settlement data and
transaction data.As data on a transaction basis is
produced by Statistics Denmark within around
10 weeks owing to the well-known Intrastat
problem, data on other investment are subject
to the same time lag.

4.2.10.2 Definitions

The definition of other investment is in line with
the BPM5, except for the deviations referred to
in Sub-section 4.2.10.3.

4.2.10.3 Deviations from agreed
definitions

The flows of other investment are reported by
banks for transactions between residential
accounts and foreign accounts. Loans and
deposits involving foreign counterparts, which
are successively
domestic
exceptions, reported in the settlement system.
Thus the settlement system focuses on the
flows between residents and non-residents.
Once the new banking statistics are in place in
2001, Danmarks Nationalbank will be able to
take account of the change of counterpart in
roll-overs of loans and deposits.

invested abroad without

roll-over are not, with a few

There is no maturity breakdown between long
and short-term investment in the case of other
investment, as this information is not available in
the settlement system. However, the new
Monetary Financial Institution (MFI) statistics
introduced in 2001 will provide the maturity
breakdown.Therefore, part of the financial flows
(derived from the banking statistics) can be
broken down by maturity.

Furthermore, no external assets or liabilities of
Danmarks Nationalbank are, at present,
included in other investment, as all assets and
liabilities Nationalbank are
reported as reserves (net).

of Danmarks

4.2.10.4 Gaps

None.

4.2.10.5 Intended harmonisation

At present, there is a discrepancy in the
treatment of financial leasing between the
national accounts and the settlement statistics.
One issue is consistency between financial
assets exported/imported for leasing and the
corresponding loan, and another issue is the
allocation of the financial leasing to interest and
redemption. This issue is being investigated by a
working group made up of representatives of
both Statistics
Nationalbank.

Denmark and Danmarks

4.2.10.6 Estimation methods

None.

4.2.11 Reserve assets

4.2.11.1 Specific features of data
collection

Changes in the relevant items in the balance
sheet of Danmarks Nationalbank.

ECB EU Balance of payments statistical methods . November 1999

Denmark

53



Denmark

54

4.2.11.2 Definition

At present, changes in the net external position
of Danmarks Nationalbank comprise monetary
gold, SDRs, the reserve position in the IMF and
foreign exchange (net). In practice, all external
assets of Danmarks Nationalbank are readily
available to (i.e. highly liquid, marketable and
creditworthy) and controlled by Danmarks
Nationalbank, and denominated in foreign
currency (i.e. in currencies other than the
Danish krone). For accounting details, see Sub-
section 4.2.3.1 above.

4.2.11.3 Deviations from agreed
definitions

Reserve assets are compiled on a net basis.

4.2.11.4 Gaps

The breakdown of foreign exchange for
quarterly data, as required by the Guideline of
the European Central Bank of | December
1998 on the statistical reporting requirements
of the European Central Bank in the field of
balance of payments and international
investment position statistics (ECB/1998/17), is
not yet available. For monthly and quarterly
data, the same applies to the split between
residents and non-residents of the euro area
and to the valuation requirements.

4.2.11.5 Intended harmonisation

The required breakdown of foreign exchange,
the euro area resident/non-resident split and
the valuation requirements will become
available after the forthcoming Danish
implementation of the MFl balance sheet
statistics including Danmarks Nationalbank as
from the end of 2000.

4.2.12 International investment position

4.2.12.1 Special features of data collection

Danmarks Nationalbank endeavours to produce
i.i.p. data within nine months of the year-end,
initially for end-1998. The data are pure stock
data based on sample surveys of enterprises,
banking statistics, information on securities held
in custody by banks for enterprises and
households, debt securities statistics from the
Danish  Securities Centre
residents holdings’ of Danish debt securities

showing non-

quoted on the Copenhagen Stock Exchange and
the annual accounts of central government and
Danmarks Nationalbank.The sample surveys are
conducted on a yearly basis and cover the
private non-banking sector, local government
and social security funds.

Danmarks Nationalbank produces preliminary
i.i.p. statistics based on accumulated flows and
estimated value changes. These statistics are
produced on an annual basis and are available
within two and a half months of the year-end.

There is no geographical allocation in either the
final or the preliminary i.i.p. statistics. However,
in the final i.i.p. statistics direct investment is
broken down by country. None of the statistics
are available on a quarterly basis, but some
elements are available at more than annual
frequency.

Denmark participated in the 1997 IMF Co-
ordinated Portfolio  Investment  Survey.
Danmarks Nationalbank did not provide any
other than the mandatory ones.
Danmarks Nationalbank is willing to consider

items

conducting the survey on a regular basis,
possibly every third year.

4.2.12.2 Definitions

421221 General

With minor exceptions, the concepts and
definitions used are in accordance with the
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BPM5 and the recommendations made by the
Working Group on Balance of Payments and
External Reserves Statistics.

4.2.12.2.2 Direct investment

Direct investment is compiled according to the
directional principle. Direct investment includes
reinvested earnings. Direct investment is valued
at market prices if the company is listed on a
stock exchange and valued using the equity
method for all other companies.

4.2.12.2.3 Portfolio investment

Portfolio investment is valued at market price.

4.2.12.2.4 Financial derivatives

Data on financial derivatives are recorded on a
gross basis. Financial derivatives are valued at
market price in accordance with the
recommendations of the Working Group on
Balance of Payments and External Reserves
Statistics. Futures with daily margining are
excluded from the statistics.

4.2.12.2.5 Other investment

Trade credits, loans and deposits are valued at
book values, which are normally equal to their
nominal values.

4.2.12.2.6 Reserve assets

Reserve assets are recorded at closing mid-
market prices at the end of the appropriate
period using the closing mid-market exchange
rates prevailing at the reference date.

4.2.12.3 Deviations from agreed
definitions

Mortgages are classified as debt securities
because Danish mortgages are traded in an
organised market.

4.2.12.4 Gaps

Small enterprises’ and households’ holdings of
securities, which are held in custody abroad, as
well as their loans and deposits with foreign-
owned banks abroad are not covered by the
sample survey. Non-residents’ holdings of equity
securities issued by Danish enterprises which
are held in custody abroad and not re-deposited
in Danish banks are not covered either.

4.2.12.5 Intended harmonisation

None.

4.2.12.6 Estimation methods

Private, non-commercial real estate investment
is estimated on the basis of registered payments
concerning private, non-commercial real estate
investment and “inflated” using a price index.
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4.2.13 Administration

4.2.13.1 Titles of publications

The titles of the publications produced by
Danmarks Nationalbank on b.o.p. statistics are:
“Nyt” — monthly data (settlement data only);
“Monthly Financial Statistics” — monthly data
and annual data (settlement data only);
“Monetary Review” — monthly and annual data;
and “Annual Report” — annual data.

4.2.13.2 Contributors

This country information was drafted by the
ECB’s Balance of Payments Statistics and
External Reserves Division and subsequently
amended and agreed with Denmark. Enquiries
of a general nature should be addressed to the
Press Division of the ECB. Enquiries specific to
Denmark should be addressed to:

Mr. Jens Hald

Danmarks Nationalbank
Statistics Department
Havnegade 5

DK-1093 Copenhagen
Denmark

Tel.: (0045) 33 63 68 02
Fax: (0045) 33 63 71 24

Mr. Niels Peter Mortensen

Danmarks Nationalbank
Statistics Department
Havnegade 5

DK-1093 Copenhagen
Denmark

Tel.: (0045) 33 63 68 47
Fax: (0045) 33 63 71 24
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4.3.2 Institutional aspects

4.3.2.1 Introduction

The Deutsche Bundesbank (named the Bank
Deutscher Ldnder prior to 1957) has been
responsible for drawing up the balance of
payments (b.o.p.) for the Federal Republic of
Germany since 1949. In the early years the
reporting was linked to the foreign exchange
control system in place until the end of the
1950s. The gradual relaxation of the external
controls and the transition to full convertibility
of the Deutsche Mark at the end of 1958,
associated with a rapid rise in Germany’s
external necessitated  the
development of a consistent reporting system.
Data, which had previously been derived from
the foreign exchange
multiplicity of individual reports existing in the

transactions,

controls and the

mid-1950s, were replaced by a statutory system
which came into force in 1961 with the Foreign
Trade and Payments Act (AuBenwirtschaftsgesetz).

4.3.2.2 Legislative provisions

The Foreign Trade and Payments Act (in
particular Section 26 thereof) provides the legal
framework for the collection of b.o.p. data. The
Trade and Payments
(AuBenwirtschdftsverordnung) sets out the data
reporting requirements in more detail. It forms
the legal basis for the core of the German data
collection system for the b.o.p.. It also enables
the Deutsche Bundesbank to request more
detailed investment

stocks and on the external positions of non-
banks.

Foreign Regulation

information on direct

The statistical compilation of foreign trade data
lies within the competence of the Federal
Statistical Office (Statistisches Bundesamt; FSO). It
is based on the Act on Statistics on Cross-
Border Trade in Goods (Gesetz iiber die Statistik
des  grenziiberschreitenden ~ Warenverkehrs),
together with the appropriate regulation for its
implementation, and on the appropriate
European Union (EU) legislation on Intra-

Community Trade Statistical System (Intrastat)
statistics.

4.3.2.3 Internal organisation

The Deutsche Bundesbank is responsible for
several sets of statistics. The Statistics
Department consists of the following four
the Banking and External Stock
Statistics Division; the Balance of Payments
Statistics Division; the General Economic
Statistics Division; and the Statistical Data
Processing and Mathematical Methods Division.
Apart from banks’ balance sheet statistics and
special banking sector,
the first of these divisions is also responsible
for collecting and compiling most of the
external stocks statistics. The
compilation of the international investment
position (i.i.p.), however, is carried out by the
Balance of Payments Statistics Division, the main
task of which is the compilation of the German
b.o.p. The General Economic Statistics Division
deals with methodological issues relating to
business cycle statistics. A variety of other
statistics are also compiled by this division,
namely statistics on the balance sheets of
enterprises, capital market statistics and foreign
exchange rate statistics. The calculation for the
financial accounts within the framework of the
national accounts are not carried out by the
Statistics Department, but by the Research
Department.

divisions:

statistics on the

overall

The Balance of Payments Statistics Division is
divided into three sections. Section one is
responsible for publishing and
documenting the b.o.p. statistics, as well as for all
contacts with users.This section also deals with
the transformation of the foreign trade statistics
to the merchandise account of the b.o.p. All
other current account transactions (excluding
income from financial assets ) are processed by
section two. Financial account transactions,

producing,

transactions in reserve assets, income from
financial assets and the compilation of the i.i.p.
are dealt with by section three.
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There is close co-operation primarily with the
Banking and External Stock Statistics Division. It
is the responsibility of this particular division to
collect and compile most of the stock statistics
which are used by the Balance of Payments
Statistics short-term
financial transactions and the i.i.p.

Division to compile

Regular meetings are held with representatives
of the Landeszentralbanken (regional main offices
of the Bundesbank),
statistics forms from reporting agents and
forward them — once they have been checked —
to the Office of the Deutsche
Bundesbank. There is a continual exchange of
information between meetings on problems of

which collect b.o.p.

Central

common interest. Special problems or changes
to the data collection system are discussed at
such meetings. This form of contact is essential
to ensure a common understanding of the
reporting requirements.

4.3.2.4 External co-operation

The FSO is the most important external
partner of the Balance of Payments Statistics
Division, both as a provider and as a user of
data.The foreign trade statistics provided by the
FSO are used as the basis for ascertaining
transactions in goods for the German b.o.p..The
FSO also provides some complementary data
for estimation purposes. Information from
private
remittances and travel are also used, partly for
checking and partly for estimation purposes.

research institutes on workers’

The Deutsche Bundesbank attempts to involve
— to the greatest possible extent — associations
of banks and other enterprises in discussions
prior to important changes to the reporting
requirements and procedures. This co-
operation is aimed at increasing the acceptance
requirements, and thus at
improving the reliability of reported data. The
Landeszentralbanken maintain contact with the
companies within their area and are the
addressees for any questions on the reporting

of statistical

requirements. Visits to the reporting companies

may also involve representatives from the
Central Office of the Deutsche Bundesbank for
matters relating to special problems or
technical developments.

4.3.2.5 Users

B.o.p. data are used for the ROW account in the
national accounts statistics, which are produced
by the FSO as far as current account transactions
are concerned (whereas financial accounts
statistics are covered by the Deutsche
Bundesbank). Information is also exchanged
continuously with the internal users of the b.o.p.
and i.i.p. data, i.e. the division responsible for
analysing external economic relations and the
section responsible for compiling the national
financial accounts.

The Federal Ministry of Economics and
Technology (Bundesministerium fiir Wirtschaft
und Technologie)
information on direct investment data.

is an important user of

Further important users are private and public
research institutes and universities ; banks,
associations of banks and enterprises address
the bulk of enquiries to the Balance of Payments
Statistics Division.

B.o.p. data compiled according to the 5th
edition of the International Monetary Fund
(IMF) Balance of Payments Manual (BPMS5)
are supplied to the ECB and to international
organisations, such as the European Commission
(Eurostat, the Statistical Office of the European
Communities), the Organisation for Economic
Co-operation and Development (OECD), the
IMF and the Bank for International Settlements
(BIS), on a regular basis via electronic data
transmission procedures. Besides multilateral
co-operation within the numerous working
groups of these international organisations, the
Balance of Payments Statistics Division also
maintains bilateral contacts with other central
banks in order to exchange views on special
issues of common interest.
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4.3.3 Statistical system

4.3.3.1 Type of collection system

The German b.o.p. system is an international
transactions reporting system (ITRS). Where
necessary, the data gained from this general
reporting framework are supplemented from
various other sources and by estimates. The
entity responsible for the delivery of reports is
the resident economic entity, bank or non-bank,
which carries out a transaction with a non-
resident and/or the resident economic entity
where the change of ownership occurs.
Therefore, there are only certain items (eg.
securities, travel) which banks also report on
behalf of their customers. Short-term financial
transactions in loans and deposits are excluded
from the German ITRS; instead, they are derived
from end-month stock data on the outstanding
external assets and liabilities of banks and non-
banks.

Data collection is decentralised. The
Landeszentralbanken  collect reports from
reporting agents, conduct initial checks on the
reported data and maintain contact with
respondents. Thereafter;, the reports are
transmitted to the Central Office of the
Deutsche Bundesbank in Frankfurt, where
plausibility checks are performed, using
information from other sources, and estimates
are made in order to fill any reporting gaps in
the system.

4.3.3.2 Reporting agents

(i) All economic agents, enterprises, banks (see
below for banks’ special reporting obligations),
individuals and public authorities must report all
external transactions on a monthly basis. Only
outgoing payments settled by payment order
through domestic bank accounts are reported
when they are carried out by forwarding a copy
of the payment order form to the Deutsche
Bundesbank.

(i) Foreign assets and liabilities of resident non-
banks are also reported on a monthly basis. The

figures are used to derive the short-term
financial transactions of non-banks for the b.o.p.
(including trade credits). In addition, there is an
annual survey on direct investment stocks.

(i) Banks have the same reporting obligations as
enterprises, individuals and public authorities,
but are also subject to special reporting
requirements. For travel, banks must report the
purchase and sale of the means of payment.
Interest and dividends paid to non-residents on
domestic securities (without an exemption
threshold) should be reported on a monthly
basis. With regard to financial transactions,
banks have to report securities transactions
with non-residents for their own account and
on behalf of other residents on a monthly
basis. The short-term cross-border financial
transactions of banks are derived from their
monthly balance sheets.

(iv) Public sector:information on reserve assets is
derived from the Deutsche Bundesbank’s
accounts. In addition, the government sector is
subject to the regular reporting requirements
described above.

4.3.3.3 Thresholds

A general exemption threshold of DEM 5,000 is
applied to the transactions of all economic
agents, enterprises, banks, individuals and public
authorities.

For resident non-banks, any foreign assets or
any liabilities exceeding DEM 3 million in total
are reported on a monthly basis.

Banks, the foreign assets or liabilities of which
exceed DEM 20 million, have to report all their
stocks of foreign assets and liabilities on a
monthly basis.

4.3.3.4 Availability of data

Only quarterly and annual data on major items
are available for the years between 1949 and
1955. Monthly figures are available from 1956
onwards. The breakdown of the b.o.p. was
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extended until 1971, when it essentially took on
its present form. As a
developments and changing needs, however,
additional items were recorded and the available
components were combined in a different form.
From the outset, the Deutsche Bundesbank
has adhered in its statistical work to the
recommendations made by the IMF. The most
recent changes in the presentation of the
German b.o.p. were due to its adaptation to the
BPM5 in early 1995 and in January 1999.
A complete b.o.p. is available on a monthly basis
and with a full geographical breakdown by
country.

result of new

4.3.3.5 Timeliness

Data usually become available within six weeks.

4.3.3.6 Compilation frequency

The German b.o.p. is compiled on a monthly
basis.

4.3.3.7 Data controls

In the first instance, the Landeszentralbanken
check the completeness of reports and carry
out plausibility checks. If necessary, they contact
the reporting agents in order to clarify any
doubtful details. Comprehensive data controls
are carried out by the Balance of Payments
Statistics Division. All relevant transactions are
checked individually for plausibility. Unusual
fluctuations in the monthly data reported by
large enterprises are monitored and the
reporters are asked for an explanation.
Newspapers are used to detect possible
reporting gaps. Stock and flow data are available
for direct investment and can thus be matched
for each individual reporting enterprise.A cross-
check of aggregates on stocks and flows from
the i.i.p. and the b.o.p. is performed twice a year
when the iip. is produced. Alternative data
sources can be used for some items to evaluate
the quality of data recorded in the b.o.p. (travel,

for instance), although such sources are usually
only available after a long delay. Moreover, the
Deutsche Bundesbank has attempted to assess
the quality of German b.o.p. data by performing
several bilateral comparisons with other EU
countries. In the context of the national
accounts statistics, b.o.p. data are subject to
further plausibility checks, as the results of the
b.o.p. statistics should be compatible with other
data on the general economic situation.

Finally, the reporting banks and other enterprises
are inspected by the Landeszentralbanken and by
the public authorities responsible for ensuring
the observance of regulations
transactions (Oberfinanzdirektionen). The frequency
of the regular examinations depends upon the
size and importance of the cross-border
transactions undertaken by the banks and
enterprises. Special checks can be arranged if an
enterprise is suspected of repeatedly or
deliberately failing to meet the reporting
requirements.

on external

4.3.3.8 Revision policy

Revisions to the (provisional) monthly figures
are published together with the (provisional)
data for the following month. Revised annual
data are published in March or April; revised
figures for the previous three years are given in
addition to the figures for the past year.

In some cases revisions of a more historical
nature may also take place, for example if an
important methodological change occurs some
recalculations of time series will be undertaken
so as to avoid breaks.These recalculations were
necessary following the implementation of the
BPM5 recommendations.

4.3.3.9 Publication

The first monthly b.o.p. data are published six to
seven weeks after the end of the reporting
period. The preliminary results for the annual
b.o.p. are therefore available in mid-February of
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the following year. A full regional breakdown is
only published on a quarterly basis. The annual
b.o.p., together with a regional breakdown for
the past year and the previous three years, is
published in August of the following year.

The titles of the publications produced by the
Deutsche Bundesbank on b.o.p. statistics are
listed in Sub-section 4.3.13.1.

All data, as well as a one-year calendar including
the dates on which press releases are to be
issued, are published on the Internet (http://
www.bundesbank.de).

4.3.4 Monthly key items

4.3.4.1 Availability of monthly key items

All data for the monthly b.o.p. key items are
available as from 1995. Foreign trade is now
included on an f.o.b. basis in the monthly key
items dating back to 1998 (at a later date
foreign trade may be included on this basis back
to 1995). A geographical breakdown for EU
Member States can be provided on a country-
by-country basis. The timeliness of data
availability has recently improved to six weeks.
Within six weeks trade data are only available,
however, for intra-euro area, intra-EU/non-euro
area and third countries. Country-by-country
trade in goods data are only available after a
further five weeks.

4.3.4.2 Estimation methods for monthly
key items

Monthly and quarterly balance of payments data
are fully consistent. They are derived from the
same set of (monthly) data. No special
estimation methods are carried out to meet the
timeliness of the monthly key items except for
trade in goods. For trade in goods, a euro area/
non-euro area split is applied by the FSO prior
to the availability of a full country-by-country
breakdown. For imports, the transformation of
the data to the f.o.b. basis is estimated.

4.3.42.1 For trade in goods

The sources for data on trade in goods are the
foreign trade statistics and Intrastat. Both
statistics are compiled by the FSO, from which
monthly transaction-based data are available.

In the event of data from the FSO not being
available on time, meaningful estimates cannot
be made due to the lack of other sources.

Monthly data for imports are valued on an f.o.b.
basis.All data are seasonally adjusted by applying
a Census X-based procedure.

The breakdown of data for the geographical
allocation is derived from Intrastat and customs
documents. Imports within the euro area are
allocated country-of-
consignment principle. Transactions related to
non-participating Member
identified separately. The provision of the intra/
extra-euro area breakdown by the FSO is
essential.

according to the

States can be

Data for trade in goods are compliant with
BPMS5 standards as far back as 1971.Time series
breaks were caused by German unification
(1990) and changes in trade statistics (1988 and
1993).

Trade data are calculated on the basis of the
special trade principle. However, warehouse
transactions with non-residents are included.

4.3.4.2.2 For investment income

See Sub-section 4.3.5.6.

43.4.2.3 For direct investment

See Sub-section 4.3.7.6.

43424 For portfolio investment

See Sub-section 4.3.8.6.
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4.3.4.2.5 For financial derivatives

There are no monthly estimates in the field of
financial derivatives.

4.3.4.2.6 For other investment

See Sub-section 4.3.10.6.

4.3.5 Investment income

4.3.5.1 Specific features of data
collection

43.5.1.1 General

Part of the general reporting system (see Sub-
section 4.3.3.2).

Methodological changes causing breaks do not
occur for data from 1994 onwards; a
geographical breakdown for these historical
time series is available.

A bias towards the under-recording of credits in
the income account can also be observed for
Germany, therefore the reported data are
supplemented by estimations.

4.3.5.1.2 Income on direct investment

In the case of direct investment income, most
figures are based on settlements data; reinvested
earnings are derived from balance sheet information.

43.5.1.3 Income on portfolio investment

In the case of portfolio and other investment
income, the reported settlement data are
supplemented by estimated figures; in these
areas, in particular, the increasing complexity of
cross-border transactions hampers the correct
compilation of income payments and increases
the degree of statistical uncertainty.

Accrued interest is taken into account to the
extent that coupon payments are reduced if the
receiver has not held the security for the whole
coupon period.

The geographical allocation of income on
foreign securities is based on the debtor
principle, i.e. allocation is according to the
country of issuer. In the case of income paid to
non-residents for domestic securities, debits are
allocated according to the residency of the first
known counterpart.

435.14 Income on other investment

See Sub-section 4.3.5.1.3.
Payments for income on trade credits are
reported only in very rare cases; no estimations

are made.

The interest share in leasing payments is not, in
general, recorded.

Data on income on reserve assets are taken
from the accounting system of the Deutsche
Bundesbank on an accruals basis.

4.3.5.2 Definitions

The definitions are, in principle, in accordance
with the BPM5.

4.3.5.3 Deviations from agreed
definitions

The accruals principle is not followed for all
items and only with regard to the income
figures.

4.3.5.4 Gaps

See Sub-sections 4.3.5.1 and 4.3.5.3.
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4.3.5.5 Intended harmonisation

None.

4.3.5.6 Estimation methods

Income data are reported on a settlement basis.
In cases where these data are not plausible and
where there are doubts concerning the
reliability of reports, estimates are made.
Estimated figures are derived from stock data
and information on interest rates.

Since in most cases aggregates reported to the
ECB do not show large ups and downs, but are
distributed more or less continuously over time,
any modelling to construct figures on an
accruals basis has been postponed.

A breakdown of investment income into its sub-
(direct investment,
investment and other investment income), as

components portfolio
required for quarterly and annual figures, is also
available for monthly data.

4.3.6 Capital account

4.3.6.1 Specific features of data
collection

Part of the general reporting system (see Sub-
section 4.3.3.2).

4.3.6.2 Definition

In principle, the definition of the capital account
is in accordance with the recommendations set
out in the BPM5 and the harmonisation
proposals made by the former Task Force on
Financial Flows and Stocks Statistics.

4.3.6.3 Deviations from agreed
definitions

None.

4.3.6.4 Gaps

It is not possible to receive any information on
migrants’ transfers. The acquisition/disposal of
(patents,
copyrights) cannot be separated from fees for
licences, patents or copyrights in the current
account.

non-produced non-financial assets

4.3.6.5 Intended harmonisation
None.

4.3.7 Direct investment
4.3.7.1 Specific features of data

collection

Part of the general reporting system (see Sub-
section 4.3.3.2). In particular, use is made of
reported transactions, monthly stocks statistics
of affiliated companies and annual balance sheet
statistics on direct investment enterprises in the
reporting country and abroad.

With the exception of securities lending
between affiliated companies, data from 1996
onwards are not distorted by breaks resulting
from methodological changes.

A geographical breakdown is also available for
historical data.

4.3.7.2 Definition

The definition complies in principle with the
recommendations set out in the BPM5 and the
harmonisation proposals made by the former
Task Force on Financial Flows and Stocks
Statistics. Special purpose entities are regarded
as direct investment enterprises.

Equity contributions without payment (i.e.
providing real assets or financial assets) have to
be reported.
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4.3.7.3 Deviations from agreed
definitions

All long-term and short-term loans between
affiliates are included. In some cases, however,
short-term credits are treated according to the
assets/liabilities  principle
directional principle (for example, in the case of
indirect participation).

instead of the

4.3.7.4 Gaps

None.

4.3.7.5 Intended harmonisation

None.

4.3.7.6 Estimation methods

Reinvested earnings are estimated for actual
periods and, in general, to produce monthly and
quarterly figures.
estimations for direct investment.

There are no other

4.3.8 Portfolio investment

4.3.8.1 Specific features of data
collection

Part of the general reporting system (see Sub-
section 4.3.3.2). The main data sources are:

(i) reports from Monetary Financial Institutions
(MFIs) on transactions executed on their own
behalf and on behalf of their clients, which are
indistinguishable; and

(i) reports other
transactions executed on their own behalf
which involve either the purchase or sale of
securities directly from or to a foreign
counterpart.

from institutions on

In the case of securities held by MFls, stock data
are used to provide a sectoral breakdown for
flows.

Reporting agents use the securities database of
the national numbering agency (VWertpapier-
Mitteilungen) to report portfolio transactions
on a security-by-security basis.

Breaks in historical time series may occur as a
result of the recording of securities lending
transactions as loans in the case of cash
collateral since January 1999. Previously, these
transactions treated as sales and
purchases of securities.

were

The geographical allocation of foreign securities
(residents’ assets) is based on the debtor
principle, i.e. allocation is made according to the
country of issuer. In the case of domestic
securities, transactions are allocated according
to the residency of the first known counterpart.
The same breakdown is available for historical
data.

4.3.8.2 Definition

In principle, the definition complies with the
recommendations of the BPM5 and the
harmonisation proposals made by the former
Task Force on Financial Flows and Stocks
Statistics.

Transactions related to trade in loans are
included in other investment.

4.3.8.3 Deviations from agreed
definitions

In general, service charges, fees and
commissions are not excluded. The offsetting

entry for accrued interest is not recorded.

4.3.8.4 Gaps

There is considerable difficulty in capturing
portfolio investment abroad, which is carried
out directly by private households via foreign
banks.
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4.3.8.5 Intended harmonisation

None.

4.3.8.6 Estimation methods

Portfolio investment transactions are compiled
within the framework of the general reporting
system. Banking statistics are used to calculate
the sectoral breakdown for MFIs’ transactions
in foreign securities, using the change in stocks.
Large exchange rate and price effects are taken
into account. Annual statistics from custodians
are used for checking purposes.

Some estimations are made for resident private
households’ monthly transactions in securities
via non-resident banks, since most private
persons do not report those transactions.

With regard to the monthly offsetting entry for
accrued  interest, cross-border  coupon
payments in respect of domestic securities are
reduced in cases where the non-resident holder
holds the security only for part of the coupon
period (and vice versa for foreign securities and
domestic holders).

4.3.9 Financial derivatives

4.3.9.1 Specific features of data
collection

Payments are reported in the same way as for
other instruments; there is no special collection
system  for following
instruments can be identified separately: futures,
warrants, traded options, over-the-counter
(OTC) options and interest rate swaps. Premia
for options and margin payments are recorded
as transactions in derivatives.

derivatives. The

The residency of the counterparts is, in general,
identified via the clearing house.

4.3.9.2 Definitions

In principle, the definition complies with the
recommendations set out in the BPM5 and the
harmonisation proposals made by the former
Task Force on Financial Flows and Stocks
Statistics. Interest rate derivatives are recorded
correctly under financial derivatives.

4.3.9.3 Deviations from agreed
definitions

None.

4.3.9.4 Gaps

No sectoral breakdown is available at present.

4.3.9.5 Intended harmonisation
None.

4.3.9.6 Estimation methods
None.

4.3.10 Other investment
4.3.10.1 Specific features of data

collection

Part of the general reporting system (see Sub-
section 4.3.3.2). Short-term transactions are
derived from stocks.

Data prior to 1999 do not include securities
lending as collateralised loans.

The geographical breakdown distinguishing euro
area and non-euro area flows is also possible for
historical data.

ECB EU Balance of payments statistical methods . November 1999



43.10.2 Definition

In principle, the definition complies with the
recommendation set out in the BPM5.

43.103 Deviations from agreed
definitions

None.

43.104 Gaps

Transactions via private accounts held abroad
are difficult to capture statistically.

43.10.5 Intended harmonisation

None.

43.10.6 Estimation methods

Deposits of resident non-banks with foreign
banks are estimated on the basis of BIS
statistics; there are no other monthly estimates
in the field of other investment.

4.3.11 Reserve assets

43.11.1 Specific features of data

collection

Data on reserve assets are taken from the
accounts of the Deutsche Bundesbank and are
thus prepared by its Accounting Division.

43.11.2 Definition

The definition complies with the recommendations
set out in the BPM5.

4.3.11.3 Deviations from agreed definitions

None.

43.11.4 Gaps

None.

43.11.5 Intended harmonisation

None.

4.3.12 International investment
position

43.12.1 Specific features of data collection

Germany’s i.i.p. is compiled mainly on the basis
of several stocks statistics. These are the
monthly stock statistics on the external assets
and liabilities of domestic MFls and of domestic
enterprises arising from financial operations and
trade credits and the annual statistics on the
level of foreign direct investment. These
statistics allow a sectoral classification between
the monetary authority, MFls, enterprises
(including individuals) and general government
sectors.

These stocks statistics are supplemented by
data on assets and liabilities in the form of
portfolio securities, which are — in general —
obtained from accumulated transactions.

Since there is no direct method of determining
the total portfolio amounts of foreign bonds
and notes held by residents and of German
bonds and notes held by non-residents, an
indirect method is generally used for compiling
Germany’s external position. This method
aggregates the net turnover recorded in the
b.o.p. statistics since the founding of the Federal
Republic of Germany.

To capture the asset gains or losses resulting

from market price fluctuations during a
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reporting period, the market prices of all
German and foreign securities have been used
to convert the recorded transactions to
nominal values and then to aggregate these
nominal values to produce nominal holdings
and, finally, to show them as levels valued at
market prices. Exchange rate movements are
also taken into account in the case of foreign
currency bonds and foreign equities. In all cases,
the calculation is made separately by country of
issuer. However, this method can be applied only
to the total holdings compiled for all sectors as
a whole; the sectoral breakdown of MFIs’
holdings is compiled on the basis of their
balance sheet data and a special survey
conducted by the Deutsche Bundesbank.

It is not possible to allocate holding gains
precisely to MFls, enterprises and individuals,
since no specific information is available on the
valuation used in the balance sheets.
Consequently, price fluctuations are most likely

to be reflected statistically in the non-banking sector.

The globalisation of securities business has
adversely affected the recording of the
securities components in the b.o.p. statistics
over the past few years. Transactions by private
investors cannot always be compiled with the
desired degree of accuracy. Since the business
transacted by residents abroad is not fully
reported, the foreign securities (assets) held by
residents, as shown, are probably too low.
However, the holdings of German securities
ascribed to non-residents (liabilities) have
possibly been too high over the past few years,
since foreign purchases also include orders
placed by residents abroad. Estimates for closing
these gaps are still subject to appreciable
margins of uncertainty.

43.12.2 Definitions

4.3.12.2.1 General

Germany’s external assets and liabilities are
presented according to the broad classification
of the BPM5.

43.12.2.2 Direct investment

The starting point for compiling the levels of
direct investment is balance sheet data on
foreign and domestic direct investment
enterprises. Investment capital is entered in the
i.i.p. as book values in line with the statistics on
German enterprises’ international capital links.
In order to make comparison easier, book
values are wused even in cases
participating interests have been traded on
stock exchanges and market prices would
therefore be available.

where

The Deutsche Bundesbank’s
international capital links are partially in line
with the directional principle. On the basis of
balance sheet data, these cover the equity
capital which German direct investors hold in
foreign direct investment enterprises; the
same applies to loans granted by German
shareholders and other affiliated enterprises in
Germany to the foreign investment enterprises.
Finally, the loans which are granted by foreign
investment enterprises to the German
shareholders and which are to be booked as
liquidation of German external assets are
surveyed. Both equity capital and the credit
relationships between foreign direct investors
and domestic direct investment enterprises are
shown, in principle, in the same way.

statistics on

Nevertheless, the way in which credit
relationships are shown in the statistics on
international capital links does not provide any
information on the types of loan (trade or
financial credits); nor does it make any

distinction in terms of maturity.

Real estate

Stock data on real estate are accumulated from
flows. In compliance with the guidelines set out
in the BPM5, claims arising from the acquisition
of real estate abroad are shown as financial
assets. Accordingly, real estate held by non-
residents is regarded as a domestic asset of a
notional unit which is accompanied by a
domestic liability to the foreign investor. Both
private and commercial real estate are shown
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under direct investment. Real estate has been
adjusted more closely to market values in the
new method of calculation. Owing to gaps in the
available price data and the aggregate method
which must be used, however, the figures are
subject to certain margins of error.

4.3.12.2.3 Portfolio investment

The definitions are in accordance with the
BPMS.

(i) Bonds and notes

Securities, as defined here, include bonds, notes
and similar paper with an original maturity of
more than one year. Both paper with a fixed
coupon as well as paper with variable rates are
included. The stocks data are calculated by
converting the recorded b.o.p. turnover at
transaction values into nominal values and
aggregating these data to form nominal stocks
on both the assets and the liabilities side. Using
the matching market prices and exchange rates,
these nominal stocks are converted to market
values. In all cases, the calculation is made
separately by country of issuer.

(ii) Money market paper

Short-term bonds, i.e. all paper with a maturity
of up to one year, are recorded as money
market paper. This includes mainly short-term
public issues (such as Bubills) as well as
commercial paper and certificates of deposit.
These are recorded, both on the assets and the
liabilities side, as stocks by aggregating the net
transactions shown in the b.op. Paper
denominated in foreign currency is valued at
current exchange rates. In the case of foreign
money market paper the stocks which have
been determined in this way can be checked
against data from the balance sheets of banks,
special investment funds and enterprises.
(iii)Investment fund certificates

The stocks of investment fund certificates of
foreign and domestic investment companies
comprise shares of money market, securities
and real estate funds, and are calculated
by aggregating the transactions. Stocks
denominated in foreign currency are valued on
the basis of the exchange rates.

(iv) Equities

Holdings of equities shown under portfolio
investment are calculated by aggregating the
transactions. As the trend in assets held in the
form of equities is determined, in particular, by
market prices, the prices in the domestic and
foreign stock exchanges are included on an
aggregate basis when calculating holdings of
equities as part of the i.i.p.. In the case of foreign
equities, the change in the exchange rates is
additionally included in the calculation. Equities
issued by German incorporated enterprises are
shown separately as equities of banks and as
equities of other enterprises.

4.3.12.2.4 Financial derivatives

No stock data in accordance with the BPM5
definition are available. Although it is possible to
capture the transactions relatively well as
genuine payments using the current reporting
system, there is still no primary statistical
recording of levels data. Neither the banking
statistics nor other corporate statistics provide
any information on asset or liability positions
corresponding to valuation at market prices.
Previous surveys for other purposes did not aim
at differentiating between market participants
according to their country of residence, which is
necessary for the i.i.p. For that reason, it is not
possible to give market values for financial
derivatives for the time being. Capturing these
data statistically is hampered, in addition, by the
banks and
enterprises, which do not provide for any
statement of this kind in the balance sheet.

present accounting rules for

4.3.12.2.5 Other investment

The definitions are in accordance with the
BPMS5.

4.3.12.2.6 Reserve assets

The definitions are in accordance with the
BPMS5.
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4.3.12.3 Deviations from agreed
definitions

None.

43.124 Gaps

Portfolio investment transactions via foreign
markets cannot be determined exactly (see
Sub-section 4.3.12.1).

In the case of direct investment, reverse
investment by companies which are direct
investors as well as direct investment companies
is difficult to capture.

43.12.5 Intended harmonisation

None.

43.12.6 Estimation methods

None.

4.3.13 Administration

43.13.1 Titles of publications

Regular publications related to the b.o.p. are:

Monthly Current Account — main items,
preliminary, available five to six weeks after the
reporting period: “Pressenotiz des Statistischen
Bundesamtes  iiber die  Entwicklung  des
AuBenhandels’;

Monthly balance of payments — main items,
preliminary, available five to six weeks after the
reporting period: “Pressenotiz der Deutschen
Bundesbank”’;

Monthly balance of payments — main items and
sub-items, preliminary, available seven to eight
weeks after the reporting period:*“Monatsberichte
der Deutschen Bundesbank’, “Statistische Beihefte

zu den  Monatsberichten der Deutschen
Bundesbank, Reihe 3, Zahlungsbilanzstatistik” (also
available in English);

Annual balance of payments — including a
geographical breakdown for the previous three
years, available in August of the following year:
“Zahlungsbilanz  nach  Regionen, Statistische
Sonderverdffentlichung | 1”.

43.13.2 Contributors

This country information was drafted by the
Balance of Payments Statistics and External
Reserves Division of the ECB and subsequently
amended and agreed with Germany. Enquiries of
a general nature should be addressed to the
Press Division of the ECB. Enquiries specific to
Germany should be addressed to:

Mr.Wilfried Masseling
Deutsche Bundesbank
Wilhelm-Epstein-StraBe 14
D - 60006 FRANKFURT
Germany

Tel.: (0049) 69 9566 8668
Fax: (0049) 69 9566 8622
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4.4.2 Institutional aspects

4.4.2.1 Introduction

The Bank of Greece has been responsible for
compiling and producing the Greek balance of
payments (b.o.p.) statistics since 1929. The
existing system used to be based on exchange
controls and the monitoring of foreign exchange
flows. However, the gradual liberalisation of the
exchange control mechanism has resulted in the
system becoming increasingly ineffective in
recording flows in the b.o.p., which has, in turn,
necessitated a change in the collection system.
Short-term capital movements were liberalised
in May 1994 and, in March 1995, the Bank of
Greece began its search both for potential new
methodologies for the compilation of its b.o.p.
and for a new collection system. The Bank of
Greece has decided to employ a system similar
to the Portuguese and Dutch systems for its
new b.op. collection system. Monthly data
derived from the new methodology and based
on the conceptual framework set out in the 5%
edition of the IMF Balance of Payments Manual
(BPMS5) were first produced in January 1999.

4.4.2.2 Legislative provisions

The legal basis for the collection and compilation
of b.o.p. transactions is contained in the Statute
of the Bank of Greece. This legal base has been
reinforced by provisions included in the new
Statutes of the Bank of Greece (Law 2548/97),
whereby all residents are required to report
transactions with non-residents to the Bank of
Greece for the compilation of the b.o.p. and the
assumption of assets/liabilities vis-a-vis non-
residents (international investment position

(i.i.p.)).

The legislation provides for a sanctions
procedure in the event of a failure to report
b.o.p. transactions.

4.4.2.3 Internal organisation

Responsibility in the field of statistics is
decentralised within the Bank of Greece. The
Balance of Payments Statistics Division within
the Economic Research Department of the
Bank of Greece is in charge of collecting and
compiling the data and producing the b.o.p.The
Balance of Payments Analysis Section in the
External Economic Transactions Division of the
Economic Research Division, however, is
responsible for analysing the b.o.p. data. It is
envisaged that the organisational structure of
the Division will be altered to cater for the
requirements of the new closed system. One
section will be responsible for the b.o.p.
compilation of bank data, the second for
processing non-bank and direct respondents’
data and the third for stocks statistics.

The Money and Banking Division of the
Economic Research Division is in charge of
monetary and financial statistics.

4.4.2.4 External co-operation

The Bank of Greece is the only institution
involved in the production of b.o.p. statistics.
The National Statistical Service of Greece
(NSSG), however, supplies national accounts
trade data, background economic data on the
consumer price index (CPI), the gross national
product (GNP), industrial production, tourist
arrivals and other variables to the Bank of
Greece. The data relating to merchandise trade
supplied by the NSSG have been subject to long
delays, primarily owing to difficulties with the
Intra-Community Trade Statistical System
(Intrastat). The Bank of Greece has therefore
endeavoured to compile its own data on
merchandise trade using bank settlements and
trade credits data, which are a close proxy for
transaction-based statistics. General government
external debt is also compiled (stocks data).
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4.4.2.5 Users

The Bank of Greece maintains regular contact
with users, such as the NSSG, the Ministries of
the National Economy and of Finance, other
government departments, universities and credit
rating companies, etc. Bilateral meetings are
sometimes held with users to discuss specific
issues. B.o.p. data, according to the standards
components of the IMF Manual (4" edition),
are supplied to the ECB, the European
Commission (Statistical Office of the European
Communities; Eurostat), the Organisation for
Economic Co-operation and Development
(OECD), the International Monetary Fund (IMF)
and the Bank for International Settlements (BIS) on
a regular basis.

4.4.3 Statistical system

4.4.3.1 Type of collection system

The new Greek data collection system is a ‘closed
settlement-based system”. Additional information
not based on settlements will also be collected
on trade credits and, at a later stage, financial
derivatives. The new system was tested by means
of a pilot scheme during the autumn of 1997
and has been in place for all respondents since
end-1997. Codification is undertaken by the
respondents (reporting banks) and not by the
Bank of Greece. The Bank of Greece codifies
reporting forms submitted by direct respondents,
as well as monthly supplementary data on financial
account items, such as portfolio investment, and
on other categories of transactions that require
netting out (e.g. credit cards, airline transactions).

The new system does not include an exemption
threshold as there is no key for the allocation of
low-value transactions, but this may be
introduced at a later stage. Transactions are
reported on a transaction-by-transaction basis.

Financial account transactions data derived from
a general bank settlements reporting system are
supplemented with additional information both
on transactions (e.g. monthly reports by

resident stockbrokers) and stocks statistics (e.g.
quarterly data from custodians).

Information derived from the press is used to
update the transactions in direct investment and
the debt/liability registers.

4.4.3.2 Reporting agents

(i) Banks: these are commercial banks and other
special credit institutions, such as the
Agricultural Bank. They are required to report
external transactions on behalf of residents and
non-residents and on their own account,
irrespective of whether they are acting as an
intermediary between a non-resident bank or
non-bank and another resident bank, or
carrying out interbank operations affecting their
external position. Resident banks must also
report the opening and closing balances of their
external position broken down by currency.
Changes between the opening and closing
positions should be equal to the net external
transactions in the respective currencies.

(ii) Direct respondents: direct respondents (some
200 forms are usually submitted per month)
report transactions with non-residents which
are not settled via resident banks. In addition,
the new system collects data directly from
resident transactors such as mutual funds,
stockbrokers, credit card companies and airline
companies.

(i) Public sector: other departments of the Bank
of Greece provide data for the compilation of
data on reserve assets, general government
external debt and various official transactions.
The Ministries of the National Economy and of
Finance also provide data on general
government external debt and on transactions
with European Union (EU) institutions.

4.4.3.3 Thresholds

The new b.o.p. system does not include an
exemption threshold as there is no key for the
allocation of low-value transactions. Once the
system has operated as such for a certain length
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of time, it is envisaged that some exemption
thresholds will be introduced. Transactions are
reported on a transaction—by-transaction basis.
For transactions of less than EUR 100,000,
infformation on the resident transactor is
available on request, as this has to be submitted
to the Bank of Greece. The scrutiny of such
large-value external transactions constitutes the
most important quality check on the data
submitted by banks acting as intermediaries.

4.4.3.4 Availability of data

In order to meet the ECB’s key requirements,
both in terms of coverage and timeliness, b.o.p.
flows statistics under the new system are to be
published monthly on a settlements basis.
Monthly data are also available on a partial
transactions basis, as settlements statistics on
visible trade are to be supplemented by trade
credits. Imputations, netting-out operations for
a number of transactions and the use of
supplementary
resident transactors are conducted on quarterly
and annual b.o.p. data. In principle, such
enhanced “detailed” data can also be made
available monthly. Stocks data are to be made
available on an annual basis with a geographical
breakdown. Portfolio investment stocks may be
made available for shorter periods, e.g. quaterly.

information  provided by

4.43.5 Timeliness

The reporting agents have |5 working days from
the end of the reporting period (month) within
which to submit data to the Bank of Greece,
which thus has approximately three weeks
within which to process the data, check their
validity and compile reports for the various
users and publications.

4.43.6 Compilation frequency

The Greek b.o.p.is compiled on a monthly basis.

4.4.3.7 Data controls

The monthly data submitted on tape to the
Bank of Greece are loaded onto the mainframe
and then transmitted to the RISC system
(computer system used by the Bank of Greece).
The data sent via diskette are loaded directly
onto the RISC system. For each file received, the
validity of the general information (bank identity,
reporting period, etc.) is checked and verified by
a computer program.The data are also checked
for validity and accuracy by means of plausibility
checks and checks using previous months’ data.
A listing of all errors found is produced and the
reporting bank is notified immediately. Once the
necessary corrections have been processed, a
second round of validation takes place and flows
are compared with the change in the external
position of the reporting bank. Additional
comparative reports are produced and manual
checking takes place, principally of the high-
value transactions (more than EUR 100,000). It
is difficult, however, to verify incoming payments
on behalf of customers, as the banks do not
always know why the payments have been
received, and the customer must in may cases
be asked about the nature of such transactions.
A plausibility check is fairly easy for transactions
above the threshold of EUR 100,000; below this
threshold, plausibility checking is difficult to carry out.

4.4.3.8 Revision policy

At present, data are revised by the banks for the
current month and the previous month only. If
an error is detected in earlier data, the Bank of
Greece assesses the size and effect of the error
in the overall data and decides whether or not
to adjust the earlier data and the output. B.o.p.
data which are more than six months old are
considered to be definitive.

4.4.3.9 Publication

The titles of the publications produce by the Bank
of Greece on b.o.p. statistics are listed in Sub-
section 4.4.13.1.

ECB EU Balance of payments statistical methods . November 1999



Data users of the Greek b.o.p./i.i.p. statistics are:
(i) other units of the Bank of Greece, e.g. the
External Transactions Division, the Money and
Banking Division, the Governor’s and Deputy
Governors’ offices;

(ii) other institutions, e.g. the Ministry of the
National  Economy, other
departments, universities, banks.

Government

For the time being, b.o.p./i.i.p. statistics are not
being released on the Internet and no release
calendar is published in advance.

4.4.4 Implementation

4.44.1 Monthly key items

The current national presentation of the Greek
b.o.p. more or less covers the ECB’s key items
as endorsed by the Council of the EMI in
November 1994. Timeliness is still a problem,
principally because many banks supply the Bank
of Greece with data that do not fully meet
the Bank of Greece’s new requirements. It is
expected that the ECB’s timeliness requirements
will be met by beginning to mid-2000.

444.2 Estimation methods for the
monthly key items

44.42.1 For trade in goods

Estimates are made by using trends and
interpolation from the previous month.

Supplementary information derived from
customers’ documents as well as data from oil
refineries are used to compile the data for the

oil account.

For checking the conversion of imports from
c.if. to f.o.b., as derived from reporting agents’
replies to questionnaires, the Bank of Greece
applies a 5% rule check.

Seasonal adjustment methods are currently
under study in collaboration with ECB.

The geographical allocation of transactions is
based on the country of origin, but information is
also requested for the country of consignment.

The Bank of Greece does not have a strict
revisions policy. In principle, monthly data is
revised when the quarterly data are due for
publication and supplementary information is
available on e.g. financial account transactions.
NSSG trade data will also be used for quarterly
data.

Data have been compliant with BPM5 standards
since January 1999.

The Bank of Greece trade data are probably a
cross between the special and general trade
principles. The NSSG data published are on a
special trade basis.

4.4.4.2.2 For investment income

Flows for investment income are based on
settlements data. A mixed approach will
probably by used for quarterly statistics, where
stocks data will also be taken into account. In
case that data are not available on time,
estimates are made on the basis of interpolation
from the previous month.

Monthly data cannot be reported on an accruals
basis.

A breakdown of investment income into its sub-
components  (direct investment
portfolio investment income and other
investment income) is currently not possible on
a monthly basis.

income,

The intra/extra-euro area split of income on
portfolio investment income can possibly be
obtained from the use of custodian information
which is actually a first known counterpart split
for liabilities.
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444.2.3 For direct investment

There are no monthly estimates in the field of
direct investment.

44.4.2.4 For portfolio investment

Supplementary information on portfolio
investment is obtained through the use of
custodian statistics and other stock statistics
and transactions supplied by stockbrokers,

mutual funds, etc.

Security-by-security data collection is only carried
out for monthly stocks data.

Difficulties are encountered in the estimation of
the intra/extra-euro area breakdown, especially
in the case of liabilities where geographical
allocation can only be made according to the
first-known counterpart principle.

The off-setting entry for accrued interest is not
currently available on a monthly basis.

4.4.4.2.5 For financial derivatives

There are no monthly estimates in the field of
financial derivatives.

44.4.2.6 For other investment

There are no monthly estimates in the field of
other investment.

4.4.4.3 Monthly key items -
implementation plan

A table showing details of the implementation
of the monthly key items is shown on the
following country page. A distinction is made
between current data availability and future
implementation requirements for Greece. It can
be read as follows:

(i) Column | shows the key items as endorsed by
the Council of the EMI in November 1994. In
column | the various accounts of the b.o.p. are
shown together with their sub-components:
current account
— definitions are the responsibility of the
European Commission (Eurostat);
capital account
— definitions are the responsibility of the ECB;
financial account
— definitions are the responsibility of the
ECB and reports on most items have already
been submitted. For other investment, the
sector “banks” will coincide with the list of
Monetary Financial Institutions (MFls).
reserve assets
— definitions are the responsibility of the ECB.

(i) Column 2, 3,4 and 5 relate to data availability
and timeliness:

column 2
— with effect from 1998, totals are
required. This column indicates the data
available at the present time;

column 3
— relates to timeliness for the provision of
totals data in column 2. Timeliness means
the current delay experienced between
the reporting data and the production of
the data. For the monthly b.o.p. key items, it
has been agreed that preliminary data will
be acceptable;

column 4
— indicates for which item a country-by-
country (EU Member States) breakdown is
already available on a monthly basis;

column 5
— relates to timeliness for the provision of
a country-by-country breakdown in column 4.

(iii) Column 6 — relates to definitions. Departures
from agreed practice for certain key items are
indicated in the footnotes. The short deadline
for the provision of the monthly key items, their
highly aggregated level and their use for
monetary policy purposes permit some
departure from internationally agreed definitions.
The definitions for quarterly and annual b.o.p.
statistics should be adhered to more closely
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than those for monthly b.o.p. statistics.

(iv) Column 7 — a participating Member State/non-
participating Member State split/euro area assets/
euro area liabilities are required as from 1999
(with the reporting month being January 1999).

(v) Column 8 — the implementation timetable is
relevant for all required data which are not
currently available within the agreed six-week
timeframe. Any intended improvements with
regard to data provision are indicated.

4.44.4 Implementation of the IMF
Manual (5% edition)

The Bank of Greece set end-1997 as the
deadline for providing the EMI with b.o.p.data in
compliance with the BPM5. Most banks started
reporting by mid-1998, but the old format was
retained for 1998 data. Since January 1999,
however, data have been published using the
new BPM5 format. There is still significant room
for improvement in terms of both data quality
and timeliness.

In principle, all the IMF’'s recommendations have
been implemented. However, for the current
account, it is difficult to apply the
recommendations regarding Insurance, Transport
and Travel, as these data can only be derived
from supplementary sources.

Those areas where conceptual recommendations
are yet to be implemented are listed in the various
categories in Sub-sections 4.4.5 to 4.4.12 inclusive.

4.4.4.5 Standard components—
quarterly and annual

As of January 1999 the presentation of the
Greek b.o.p. complies with the BPM5 standards.

4.4.5 Investment income

44.5.1 Specific features of data
collection

445.1.1 General

Surveys are used to compile direct investment
stocks date, other sectors’ debt liabilities and
custodians’ positions.

Adjustment between annual, quarterly and
monthly figures will be made when more
detailed data becomes available on a quarterly
basis and in some cases annually. There are no
breaks in time series due to any methodological
changes.

The geographical allocation of investment
income is usually made according to the country
of settlement; in the case of portfolio
investment it is made according to the residency
of the issuer of the asset and of the first known
counterpart in the case of liabilities. No
geographical breakdown is available for
historical data.

The phenomenon of a bias towards an “under-
recording” of credits in the income account
cannot be observed for Greece.

44.5.12 Income on direct investment

With regard to income on equity, the rate of
return is estimated using a proxy based on the
foreign direct investment companies listed on
the Athens Stock Exchange.The Bank of Greece
plans to use annual data for reinvested earnings
obtained from the annual foreign direct
investment questionnaire.

With regard to income on debt, income on inter-
company loans is not currently recorded.

4.4.5.13 Income on portfolio investment

The calculation of income on portfolio
investment is based on the use of stocks data,
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and could be subdivided according to the intra/
extra-euro area split.

There are no problems with the recording of
income for specific types of bonds.

No impact on portfolio investment income due
to taxation issues can be observed.

445.1.4 Income on other investment

The Bank of Greece encounters difficulties in
the recording of income on trade credits.
Transactions in deposits by private individuals/
enterprises with foreign institutions are
recorded, but the interest share in leasing
payments is missing.

Income on reserve assets is recorded on an
accruals basis.

4.4.5.2 Definitions

With the exception of the items given in Sub-
sections 4.4.5.3 and 4.4.5.4, the Bank of Greece
complies with the recommendations of the
BPM5 and the harmonisation proposals made by
the Working Group on Balance of Payments and
External Reserves Statistics (the former Task
Force on Financial Flows and Stocks Statistics).

4.4.5.3 Deviations from agreed definitions

Income on financial derivatives (i.e. interest rates
swaps) is included in investment income, but this
will change in conformity with ECB requirements.

4.45.4 Gaps

Income on inter-company loans is not currently
recorded and the Bank of Greece encounters
difficulties with the recording of income on
trade credits.

44.5.5 Intended harmonisation

Exclusion of income on financial derivatives (i.e.
interest rates swaps) is planned in conformity to
ECB requirements.

445.6 Estimation methods
4.4.6 Capital account

4.4.6.1 Specific features of data
collection

Part of the general reporting system (see Sub-
section 4.4.3.2). Data for general government
transactions are available for EU budget
transfers, i.e. specific information on capital
transfers involving EU institutions.

A distinction between current and capital
transfers is very difficult to apply for most items,
e.g. private sector transfers. Capital transfer
data from the EU budget are to be provided by
the European Commission (Eurostat) on a
quarterly basis. The Bank of Greece will use
these data in its national presentation.

4.4.6.2 Definition

In principle, the definition of the capital account
will be in accordance with the BPM5 and the
harmonisation proposals made by the former
Task Force on Financial Flows and Stocks Statistics.

4.4.6.3 Deviations from agreed
definitions

Emigrants’ remittances are recorded under
current transfers, but the balances of their
accounts held with residents. As a concept, this
treatment is not significantly different from the
“centre of economic interest” IMF residency
guidelines for the following reasons:
—  emigrants’ accounts are usually jointly held
with residents of Greece, so they cannot
be viewed as a liability to non-residents;
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— emigrants are in fact individuals who, in
many cases, spend part of every year in
Greece, and can thus be said to have
“multiple residency” status (paragraph 72,
BPM5);

— emigrants can maintain these accounts,
even if they no longer live abroad and have
returned to Greece and acquired the
status of resident.

Historically, emigrants’ deposits held with Greek
banks have been used almost entirely to finance
expenditure in Greece, i.e. they have been very
similar to current transfers. Thus these deposits
do not have the characteristics of a short-term
financial instrument.The stocks of such deposits,
even in times of financial or political crisis, have
not shown the sharp fluctuations common to
short-term instruments.

44.6.4 Gaps

Very little information is available on the
acquisition/disposal
financial assets unless it is detected. Gaps occur
throughout the rest of the capital account; debt
forgiveness is considered to be insignificant. A
specific code has been included in the new b.o.p.
nomenclature, but so far no significant entries
have been observed.

of non-produced non-

44.6.5 Intended harmonisation

The provision of more detailed information
from the European Commission is a basis
requirement if data are to be harmonised and
the system is to function efficiently, i.e. for the
provision of both the monthly key items and the
quarterly/annual detailed statistics.

4.4.7 Direct investment

4.4.7.1 Specific features of data collection

After compiling a register of foreign direct
investment (FDI) companies, the Bank of

Greece started collecting FDI data for the First
time for 1995, 1996 and 1997 using an annual
pilot questionnaire for both inward and
outward FDI.With regard to the 1998 position,
the annual revised questionnaire has already
been sent out. Concerning FDI data, in the past
only authorisation data were collected, but the
series stopped in 1992.

Experience in Greece shows that FDI statistics
of a reasonable quality cannot be produced
unless a companies register is available and an
annual FDI survey is conducted. FDI flow
statistics are not of good quality when only bank
settlements are used. There are limits to the
level of detail that a bank settlements system
statistics on direct
investment cannot be produced on a consistent
basis unless there is an earmarking system in
operation, i.e. specific transactions are identified
as FDl-related. Therefore, the use of surveys is
crucial for the recording of direct investment
transactions.

can produce. Flow

Annual questionnaires which are based on FDI
register information are supplemented by
various sources, such as flow statistics, press
reports and information from Bank of Greece
branches.

Difficulties in delimiting direct investment and
portfolio investment have been resolved, as
quarterly information can be obtained from the
Athens Stock Exchange in order to reallocate
transactions of 10% or more of an entity’s
capital to FDI. Quarterly/annual data are
adjusted accordingly.

Information on long and short-term loans
between affiliates is requested in the FDI
questionnaire sent to respondents.

With regard to the treatment of special
purpose entities, the Bank of Greece tries to
record the relationship up to the second level.

Equity contributions without payment (j.e. providing
real assets or financial assets) are difficult to
identify; supplementary information is needed.
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Domestic stocks acquired by non-resident
investors through secondary markets can be
identified, since the Athens Stock Exchange
publishes confidential information on all
transactions involving more than 10% of the
share capital of any listed company.

44.7.2 Definition

For flows, the Bank of Greece will comply with
the 10% rule and will add 50% in order to make
the compilation of foreign affiliates’ trade
statistics (FATS) possible.

Reporting agents will be informed via the new
reporting instructions that they must apply the
directional principle.

44.7.3 Deviations from agreed
definitions

There should be no deviations under the new
collection system.

4474 Gaps

Data on reinvested earnings will only be known
after the publication of the annual statements of
enterprises in May/June each year. It would
probably be very problematic to attempt to
obtain data for reinvested earnings any earlier.

44.75 Intended harmonisation

The introduction of the new collection system
should enable the Bank of Greece to collect
data on direct investment in accordance with
the requirements of the BPMS5.

44.7.6 Estimation methods

There are no quarterly estimates in the field of
direct investment.

4.4.8 Portfolio investment
44.8.1 Specific features of data
collection

Flows (inward): banks and direct respondents
report portfolio investment data within the
context of the general b.o.p. reporting scheme.
Banks generally deal on their own account
(usually in Treasury bills and Greek bonds) and
only deal in shares if a new issue takes place or if
they are acting as the underwriters of the deal
itself. Discussions with banks have revealed
three types of transactions: transactions on
their own account; transactions with non-
residents where the resident bank acts as the
custodian; and transactions with non-residents
where the resident bank does not act as the
custodian. For the first two types, all the
information required by the ECB, the IMF, etc., is
known. However, in the latter case, not all the
details are available, so that the Bank of Greece
has to contact the resident counterpart to
complete the reporting form, as necessary.

Flows (outward): for mutual funds, all the
necessary information is known for investments
made through Greek banks and those for which
Greek banks act as intermediaries.

Difficulties in delimiting direct investment and
portfolio investment have been resolved, as
quarterly information can be obtained from the
Athens Stock Exchange in order to reallocate
transactions of more than 10% of an entity.

Settlement data are used. Stocks date are used
for checking purposes. The International
Securities Identification Number (ISIN) for
securities is used to check the flows against
stocks and to compile income flows on an
accruals basis.

The geographical allocation criterion for assets
is based on the country of residence of the
issuer. For liabilities, it is based on the first
known counterpart principle.A full geographical
breakdown is available and no difficulties are
encountered in following this principle. The
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geographical breakdown is available on a
quarterly and on an annual basis; however, it is
not available for historical data prior to the
introduction of the new collection system.

44.8.2 Definition

The Bank of Greece will comply with most of
the recommendations set out in the BPM5 and
the harmonisation proposals made by the
former Task Force on Financial Flows and Stocks
Statistics. However, the distinction between
direct investment and portfolio investment is
difficult to determine for reporting agents and
can only be made by the Bank of Greece using
the register of information on companies which
is currently under development, and
information for listed companies supplied by the
Athens Stock Exchange.

Service charges, fees and commissions are
excluded; the necessary information is obtained
via the bank settlements system, as part of
financial services.

The offsetting entry for accrued interest is
recorded under portfolio investment on a
quarterly basis.

Private placements will be recorded in the
Greek b.o.p., if detected.

Transactions in relation to the trading of loan
portfolios are included in other investment.

4.4.8.3 Deviations from agreed

definitions

There should be no deviations under the new
system.

448.4 Gaps

For portfolio investment flows (outward),
limited information is available for investments
made directly with non-residents, i.e. carried out

through either a broker or a non-resident bank.
Very little information is available on money
market instruments, except for transactions in
Treasury bills.

44.8.5 Intended harmonisation

The Bank of Greece has decided to use ISIN
codes in the new system. In addition, all resident
stockbrokers, mutual funds and investment
submit  monthly
supplementary information on both inward and
outward portfolio investment transactions to
the Bank of Greece.

companies  have to

The issue of recording accrued interest for
bonds and zero coupon bonds has not, as yet,
been addressed by the Bank of Greece.

448.6 Estimation methods

None.

4.4.9 Financial derivatives
4.4.9.1 Specific features of data
collection

The recording of financial derivatives is a
problem that has not yet been fully resolved.
Codes for financial derivatives are included in
the general reporting system, as well as in the
stocks survey system. Derivatives transactions
are not yet in general use; an official derivatives
exchange will, however, soon be operational.

44.9.2 Definitions

See Sub-section 4.4.9.1.

4.4.9.3 Deviations from agreed
definitions

See Sub-section 4.4.9.1.
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4.4.9.4 Gaps

See Sub-section 4.4.9.1.

44.9.5 Intended harmonisation

See Sub-section 4.4.9.1.

44.9.6 Estimation methods

None.

4.4.10 Other investment

44.10.1 Specific features of data
collection

The collection system for date on loans relies
on the information declared to the Bank of
Greece. Data for loans issued by the general
government sector are unproblematic, as are
data for the banks sector, which are obtained
from money and banking statistics. Data on
loans from the
unproblematic if the loan is made via a resident
bank. However, data are more difficult to
capture if the loan is made by a resident directly
with non-resident bank. If the resident does not
ask a resident bank to “service” these loans, the
loans cannot be recorded, as the customer has
not declared them. An annual survey was
launched in 1997 and 1998 to record the
outstanding debt liabilities of the non-banks
sector. To this end, a questionnaire was sent to
around 1,000 resident enterprises. The quality
of data seems to be high.

non-banks sector are

Historical data cannot be produced for all
sectors; stocks positions are available for the
years 1997 and 1998.

Trade credits are recorded when the credits are
opened and the payments are made.

The sectoral breakdown is available on a
quarterly basis, as is the breakdown by maturity.

However, a breakdown by instrument is
available, for the time being, only on an annual
basis.

4.4.10.2 Definition

In principle, the Bank of Greece will comply
with the recommendations set out in the BPM5
and the harmonisation proposals made by the
former Task Force on Financial Flows and Stocks
Statistics. For example, the simplified breakdown,
as agreed by the above-mentioned Task Force in
1996, will not pose a problem.

Data for trade credits will be reported under
other investment. Such data will be collected,
together with settlement-based trade statistics.

Both ‘“genuine” repurchase agreements at a
fixed price on a fixed date as well as sell/buy-
back transactions are recorded. Although
lending against collateral is currently more
significant, repo activities are
Evidence points to the predominance of
monthly maturities.

expanding.

44.10.3 Deviations from agreed
definitions

There should be no deviations under the new
system.

44.10.4 Gaps

Deposits: there is a gap in the data for the non-
banks sector (on the assets side). Foreign
currency banknotes and coins are not included
in other investment, but only in the travel account.

44.10.5 Intended harmonisation

Data available from the BIS will probably be
used as a proxy to cover the gap in the data for
the assets of the non-banks sector.
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44.10.6 Estimation methods

There are no quarterly estimates for the other
investment account.

4.4.11 Reserve assets

44.11.1 Specific features of data collection

The information is obtained from the Foreign
Exchange Division of the Bank of Greece.
A breakdown by instrument is available only on
a monthly basis.

44.11.2 Definition

In principle, the Bank of Greece will comply with
the recommendations set out in the BPM5 and
the harmonisation proposals made by the former
Task Force on Financial Flows and Stocks Statistics.

44.11.3 Deviations from agreed
definitions

None.

44.11.4 Gaps

The Bank of Greece will comply with the ECB
Recommendations regarding reserve assets.

44.11.5 Intended harmonisation

The Bank of Greece considers that the provision
of disaggregated stocks and flows data on
reserve assets should be a subject of discussion
in the Foreign Exchange Policy Sub-Committee.

4.4.12 International investment position

44.12.1 Specific features of data collection

The collection system of the Bank of Greece is
based on pure stocks data stemming from

annual surveys for FDI, other investment and
quarterly surveys for portfolio investment
(consolidations, banks, etc.).

Stock statistics are compiled for all items:

—  portfolio investment stock statistics are
compiled on a quarterly basis using date
from custodians, stockbrokers, mutual
funds and investment companies;

—  statistics on FDI are compiled once a year on
the basis of an annual survey based on a regjster;

— loan liabilities for general government and
other sectors are compiled once a year on
the basis of data from the Bank of Greece
and an annual survey sent out to private
sector firms;

—  MFIs’ external assets/liabilities are compiled
on the basis of data included in the monthly
bank balance sheet statistics of the Bank of
Greece’s Money and Banking Division;

—  BIS data are used for various purposes.

The Bank of Greece has no problem providing a
breakdown by sector or by instrument. For the
geographical breakdown, similar problems are
encountered as for the flows: assets can be
allocated according to the issuer, but liabilities
can only be allocated according to the first
known counterpart.

Timeliness problems do not seem to arise for
most items, with the possible exception of FDI stocks.

Greece did not participate in the 1997 IMF Co-
ordinated Portfolio Survey, as the data did not
seem to be of good quality. In principle, Greece
might be in a position to conduct surveys on a
quarterly basis. Data on inward investment are
of better quality and coverage than data on
outward investment (timeliness: quarter plus six
to eight weeks).

4.4.12.2 Definitions

44.12.2.1 General

The coverage and the concept are broadly in
line with the appropriate position of the
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quarterly/annual b.o.p. position of the financial
account. The definitions are in line with the
recommendations in the BPM5 and those of the
Working Group on Balance of Payments and
External Reserves Statistics (former Task Force
on Financial Flows and Stocks Statistics).

For the reconciliation adjustment, the changes
in stock positions are compared with changes in
transactions, taking into account valuation
adjustments.

The valuation is based on:
(i) market values for equity;
(ii) nominal values for bonds and Treasury
bills, since the secondary market has only
just developed;and
(iii) book values for FDI stocks; where

possible market values are used for
companies quoted on the stock exchange.

44.12.2.2 Direct investment

The directional principle is followed and
reinvested earning are included.

44.12.2.3 Portfolio investment

See Sub-section 4.4.12.2.1.

44.12.2.4 Financial derivatives

Data are recorded on a gross basis.

44.12.2.5 Other investment

See Sub-section 4.4.12.2.1.

44.12.2.6 Reserve assets

With the exception of gold, for which valuation
is based on 65% of the average market price in
December of each year, reserve assets are
recorded at closing middle market prices at the

end of the appropriate period, using the closing
middle market exchange rates prevailing at the
reference date.

No major discrepancies occur when compiling
reserve assets from account balance sheets.

Regarding the adjustment between accounting-
based data and b.o.p./ii.p. consistent data,

reserves are, at present, revalued once a year to
adjust them for exchange rate changes.

4.4.12.3 Deviations from agreed
definitions

None.

4.4.12.4 Gaps

None.

4.4.12.5 Intended harmonisation

None.

4.4.12.6 Estimation methods

None.

4.4.13 Administration

44.13.1 Titles of publications

Provisional BOP with Summary Report
(monthly) — this is a Press Release in which the
monthly figures are published, together with a
report to explain developments; (these data are
published in USD millions, EUR millions and

GRD billions);

Monthly Statistical Bulletin — the data presented
here are shown in a more analytical breakdown;
Quarterly Economic Bulletin — also details
recent b.o.p. developments;
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Budget statement — details recent b.o.p.
developments together with an analysis;
Governor’s Annual Report.

44.13.2 Contributors

This country information was drafted by the
ECB’s Balance of Payments and External
Reserves Division and subsequently amended
and agreed with Greece. Enquiries of a general
nature should be addressed to the Press
Division of the ECBH. Enquiries specific to
Greece should be addressed to:

MsVera Rodis

Head of BOP Compilation Section
BOP Statistics Division

Economic Research Department
Bank of Greece

Panepistimiou Avenue, No 21

GR — 10250 ATHENS

Greece

Tel.: (0030) 1 323 02379 or | 323 02540
Fax: (0030) | 323 6035

Mr.Andreas Karapapas

Deputy Head of BOP Compilation Section
BOP Statistics Division

Economic Research Department

Bank of Greece

Panepistimiou Avenue, No 21

GR — 10250 ATHENS

Tel.: (0030) | 323 02379 or | 323 02540
Fax: (0030) | 323 6035
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4.5.2 Institutional aspects

4.5.2.1 Introduction

The Banco de Espana has been responsible for
compiling the balance of payments (b.o.p.)
statistics since 1991. Before then, their
compilation was the responsibility of the
Secretary of State for Trade at the Ministry of
Economics and Finance. After the full
liberalisation of cross-border
transactions in 1992 and the publication of the
new Balance of Payments Manual (5th edition)
of the International Monetary Fund (IMF), the
BPM5, a completely new b.o.p. data collection
system was introduced in 1993.

economic

4.5.2.2 Legislative provisions

All residents in Spain are obliged, by Royal
Decree, to declare all cross-border transactions
they undertake. This is for fiscal and
administrative reasons as well as for statistical
purposes. The Banco de Espana, in turn, is
responsible for declaring this information to the
fiscal authorities.

The Royal Decree and circulars regulate the
b.o.p. reporting obligations in a uniform manner.
The burden of reporting is therefore equal for
banks and all direct reporters. The legal basis
provides the possibility of imposing sanctions on
individuals and companies which do not fulfil
their obligations to report on b.o.p. transactions.
The sanctions imposed are of an administrative
nature and take the form of a fine. Credit
institutions can also be fined by the Banco de
Espana whenever they fail to comply with the
general rules imposed by the central bank.

4.5.2.3 Internal organisation

Generally, all statistics produced by the Banco
de Espana are compiled by the Research
Department, which consists of four sections:
the Economic Analysis and Forecasts Section,
the Statistics and Central Balance Sheet Office

Section, the Economic Research Section and the
Monetary and Financial Research Section. The
Balance of Payments Section, however, is not
part of the Research Department; rather, it is
located together with the Foreign Operations
Section in the Foreign Department.

The Balance of Payments Section co-operates
continuously with the other departments of the
Banco de Espana. Information obtained from the
Book-entry Department enables the accruals
principle to be applied to the interest paid by
the Treasury on registered bonds and notes.The
Statistics and Central Balance Sheet Office
Section, which produces data for the national
accounts (financial accounts), and the Balance of
Payments Section work together on a regular
basis to check that the figures produced for the
national accounts are reconciled with the b.o.p.
figures.

4.5.2.4 External co-operation

The Balance of Payments Section consults the
Government Customs Department, which
provides figures for merchandise — foreign trade
(intra-EU and extra-EU trade). A tape is
provided on a monthly basis and adjustments to
these data are carried out within the Banco de
Espana. This is one-way traffic — the Balance of
Payments Section does not provide data to the
Customs Department. The trade statistics
represent transaction data.

In the past, the involvement of the Ministry of
Economics and Finance was primarily for
exchange control reasons, whereas it is now for
purely statistical purposes.The Banco de Espana
uses some data provided by the Ministry for
flow figures on direct investment.

Co-operation with the National Institute of
Statistics (NIS) is continuous, since the Rest of
the World (ROW) account is compiled by the
Institute using b.o.p. data as a source.

The  Spanish  National Stock  Market
Commission (CNMYV) provides information on
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companies quoted in the stock markets, which
is used for flow figures on direct investment.

The Spanish Treasury provides detailed
information on payments between Spanish
institutions and the European Union which
makes it possible to differentiate between
current and capital transfers.

4.5.2.5 Users

B.o.p. data according to the standard
components of the BPM5 are supplied to
international organisations, such as the ECB,
the European Commission (Eurostat), the
Organisation for Economic Co-ordination and
Development (OECD), the IMF and the Bank
for International Settlements (BIS), on a regular
basis. Data are now transmitted to the ECB and
the European Commission (Eurostat) using
the GESMES/CB message format. The same
applies to other organisations such as the IMF
and the BIS, provided that they have agreed
upon its use.

4.5.3 Statistical system

4.5.3.1 Type of collection system

The Banco de Espana introduced a new data
collection system in 1993. It is described as a
“semi-closed settlement system”. The general
reporting system is fully closed: all changes in
the external accounts of banks or non-banks
are explained by the full reporting of
transactions (flows). The balance of external
accounts at the beginning of the period plus the
transactions during the period equal the balance
at the end of the period. The general reporting
system is complemented by other sources:
—  data on trade/goods are obtained from the
Customs Department;
— data on government transactions (public
transfers) are reported directly;
—  the accruals principle is applied to the
interest paid by the Treasury on registered
bonds and notes, using information

obtained from the Book-entry

Department of the Banco de Espana.

Further sources such as the supervisory

reports of Monetary Financial Institutions

(MFlIs) are used for checking purposes and also

to:

— obtain the geographical breakdown of
MFIs’ other investment; and

—  transform the reported net figures of the
correspondent accounts of MFls into gross
figures.

The Banco de Espana is waiting for the
establishment of the Centralised Securities
Database (CSD) which will be used to produce
the split between euro area and non-euro area
transactions in securities. Finally, all news
available via public information systems (press)
and relevant for b.o.p. purposes is used to check
the b.o.p. returns. The BIS database is not used
at present.

4.5.3.2 Reporting agents

(i) Deposit money institutions: these institutions
are banks, savings banks and credit co-
operatives. They must report the transactions
with non-residents carried out both on their
own account and on behalf of their customers,
in accordance with Banco de Espana Circular
15/1992. Data submitted by this group of
reporting agents should include the opening and
closing balances of the accounts, the credits and
debits of which are the counterpart of the
reported flows. Hence the change in the
resulting balance must be equal to the sum of
the individually declared flows.The plausibility of
the data is checked against balance sheet data.
(i) Other financial institutions registered with the
Banco de Espana or the Spanish National Stock
Market Commission: these institutions are
specialised lending institutions, agency brokers
and broker-dealers. They must declare all
transactions carried out on their own account
and on behalf of their customers (Circular 15/
1992).

(iii) Holders of accounts with non-resident credit
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institutions: these account holders must report
the opening and closing balances of their
accounts and all operations sett