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BOP-ROW consistency

Methodological confluence : SNA2008
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Section B of the chapter discusses the accounting rules of
the international accounts. These are consistent with the
SNA accounting rules and agreement has been reached on
when the SNA and when BPM6 takes the lead m defining
the rules to be applied in both contexts. Residence is a case
mn point where the SNA follows BPMG6.

The structure of the international accounts and their relation
to similar SNA accounts is the subject of section C.

A feature of the fmancial accounts and IIP of the
mternational accounts 1s the mmtroduction of functional
categories that describe the main purpose of financial
mvestment abroad. This is the subject of section D.

Section E touches on some considerations of particular
mportance to the international accounts; global
mmbalances, exceptional financing, debt reorganization,
currency unions and currency conversions.
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Methodological Confluence : BPM6
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Why consistency in the external acc

A. Introduction

2.1 This chapter first describes and illustrates how
the international accounts are an integral conceptual
part of the broader system of national accounts. It then
covers important aspects of statistice such as time
series,

B. Structure of the Accounts
References:

2008 SNA, Chapter 2, Overview, and Chapter 16, Sum-
marizing and Integrating the Accounts.

IMEF, The System of Macroeconomic Accounts Statis-
tics: An Overview, Pamphlet Series No. 56.

l. Overall framework

2.2 The international accounts for an economy Sum-
marize the economic relationships between residents
of that economy and nonresidents. They comprise the
following:

(@) the imternational investment position (IIF)—a
statement that shows at a point in time the value
of: financial assets of rezidents of an econommy
that are claims on nonresidents or are gold ul-
lion held as reserve assets; and the liabilities of
residents of an economy to nonresidents;

(b) the balance of payments—a statement that sum-
marizes economic transactions between resi-
dents and nonresidents during a specific time
period; and

{(c} the other changes in financial assets and lia-
bilities account=—a statement that shows other
flows, such as valuation changes, that reconciles
the balance of payments and ITP for a specific
period, by showing changes due to economic
events other than transactions befween residents
and nonresidents.
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INTERNATIONAL MONETARY FUND

Balance of
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Position Manual &%

Sixth Edition (BPM®6)
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User requirements : timeliness

« BOP/IIP « National Accounts
— Monthly Frequency (b.o.p. only): — Quarterly national accounts
t+44 e t+30/t+45d : flash
— Quarterly frequency (b.o.p./i.i.p.): « t+60 : main aggregates
t+82 e t+85/t+90: NF Sector Accounts

e t+85/t+100: Financial Accounts
— Annual Accounts

« T+9M: main aggregates

e T+9M: sector accounts

o T+26: supply and use tables

User Requirement:

1. Consistent messages as regards the developments in levels and growth rates,
across frequency spectrum

2. Sufficient detail to support analysis

Why consistency in the external account? 5 www.ech.europa.eu ©
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Regular commentary : ECB economic bulletin

Chart E

Current account balance of the euro area and selected euro area countries

Germany contributed most to the euro area

(percentages of euro area GDP, four-quarter averages) Current aCCOU nt Surplus In 2016’ although Other
L e - countries also made significant contributions
a (see Chart E).

. In 2016 Germany’s current account surplus stood

0 at 2.4% of euro area GDP, followed by the

a TRRRR . II:!!!"HI[!""""" Netherlands (0.6%), while positive contributions of
] Epgn®

. Iyt between 0.1% and 0.4% of euro area GDP were
made by Italy, Spain and Ireland. By contrast,
France recorded a current account deficit of 0.2%
proamme.her ckute theeura are countes ot show # che chat and sl dsrepancy t of euro area GDP.

iveration o the fourth chmrter o 2010 |+ e e BegS e et

4
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Link to economic bulletin:

http://www.ecb.europa.eu/pub/economic-
bulletin/html/eb201704.en.html#IDofBox4
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Structure of the BOP/IIP

Extent of BOP/ROW consistency

The System of National Accounts as a Framework for Macroeconomic Statistics including the International Accounts

Balance sheet

Transactions

Other Flows:

Balance sheet

Goods and Services Account

Production Account

Value Added / GDP

Generation of Income Account

Operating Surplus

Distribution of Income
Account

National Income

Secondary Distribution of
Income Account

Disposable Income

Use of Income Account

Saving

Opening Balance Sheet

Accumulation Accounts

Opening Balance Sheet

Non-financial assets

Financial Assets

Net Worth

Capital Account

Net Lending/Net Borrowing

Financial Account

Net Lending/Net Borrowing

Other Changes in Nonfinancial
assets

Other changes in financial
assets and liabilities
Net Worth

Non-financial assets

Financial Assets

Net Worth

Dimensions to Quality

Statistical Discrepancy

Structure of the national
accounts framework and
linkages with the international

accounts

Several items do not occur in the
external account!

These items describe the resident
behaviour of resident agents

Quality dimension of b.o.p. ROW
consistency extends across
these accounts only:

Goods and services account
Distribution of Income Account
Secondary Income Account
Capital Account

Financial Account

[IP and Other Changes

www.ech.europa.eu ©



Extend of consistency

Goods and Services

National Accounts Balance of Payments Primary Data ConSIStenCy In the GOOdS
and Services Account
. . = Aggregate consistency
Goods and Services Account Goods and Services Account - PI’OdUCt bl’eakdowns |n NA <>
Trade Balance Trad.eBaIance BOP <> anary da.ta.
Products Merchandise Trade. . L . . .
- Trade in Goods Statistics » Split Goods and Services crucial
Classsified by CPC/CPA HS coding for BOP not for NA

Resident Merchants Survey

» Consistency with Goods primary

Merchanting (usually still part of services ) )
data: methodological differences :
Trade in Services Statistics Ownership
Trade in Services (MSITS) ) B )
Classified by e-BOPS = Consistency with Services

primary data : methodological
consistency, but role imputations
in NA and BOPS (e.g. FISIM)

Dimensions to Quality 9 www.ech.europa.eu ©



Extent of consistency

Income
National Accounts Balance of Payments Primary Data Prlmary and Secondary
Income
Distribution of Income Account Distribution of Income Account General Government, ® CO m patl b | e CO n Ce ptS
Primary Income Primary Income balance sheet data o Ofte n Sam e p I'I m ary d ata
Secondary Distribution of Income Secondary Distribution of SO u rceS
Account Income Account Ge::::LﬁZ:sr;:‘gsnt’ .
Secondary Income Secondary Income o H Owever fU n Ctl O n al

classification in b.o.p.,
consistency only at a
higher level, adds to b.o.p.
/ ROW comparability and
reconciliation challenges.

Dimensions to Quality 10 www.ech.europa.eu ©



Financial Account and Balance Sheet

Differences in classification!

National Accounts Balance of Payments Prlmary Income’ FlnanC|a|

Assets | Liabilities Assets | Liabilities Account and Balance Sheet
Financial Account Financial Account ® Dlﬁerences In CIaSSIflcatlon
| | | « BOP : enhanced detall
Monetary Gold and Reserves Functions, Instruments

, * No full matching as regards
Currency and Deposits Foreign Direct Investment consisten cy
Debt Securities |  Problems as regards
Loans Portolic nvestment reconciliation level BOP/ROW

Equity and investment fund
shares CP 2 reserves
T I
Insurance Pension and Other Investment
standardised guarantees

CP 2 reserves

Other Accounts Reserves
Payable/Receivable

Financial Derivatives and Derivatives Derivatives
Employee Stock Options

CP 2 reserves

Dimensions to Quality 11 www.ech.europa.eu ©



Eu o area ag g reg ates ECB_UNRESTRICTED

 The euro area RoW account in the EAA is derived directly from
b.0.p./i.l.p. statistics: one of the most important building blocks

« If large inconsistencies exist between the two statistics, these
results in “horizontal imbalances” that are reconciled

 To analyze the existing differences and with the aim to
reduce/eliminate them, the CMFB established a Task Force on
NA-BOP split in two stages:

— Phase | with a focus on good and services items

— Phase Il with a focus on the financial account flows and stocks including
primary income, being supported by an ESCB work stream

The analysis of the BOP-RoW differences is based on a
common typology

12 www.ech.europa.eu ©



A typology for the differences (1) ECB_UNRESTRICTED

« Methodological differences
— QOver time minor methodological discrepancies may be found
— The interpretation of the textbooks may raise doubts

* Vintage and revision differences

— Discrepancies arising from different data vintages and revision practices are
still frequent

— The implementation of the harmonised EU revision policy is needed

« Different balancing and reconciliation practices
- E&O or “vertical discrepancies” are frequently visible in the b.o.p. and not in
sector accounts
 Different coverage

— For historical reasons b.o.p. and i.i.p. statistics and national (sector)
accounts have implemented the manuals at different paces

- E.qg. recording of illegal actives (recently enforced for ESA 2010 data),
special purpose entities (SPESs) or recording of transit trade

13 www.ech.europa.eu ©



A typology for the differences (ll) ECB_UNRESTRICTED

e Different data sources

— The use of different data sources is eventually the main cause for
discrepancies

— The two statistical domains may decide for different data sources to ensure
consistency with other components of the accounting framework

e Different estimation methods

— There are different estimation methods for the same reality, frequently
based on the same raw data

— For instance, there are still several estimates for FISIM, for the CIF/FOB
adjustment, for merchanting, for reinvested earnings on FDI, etc...

« Compilation errors and other non-specified reasons
— Compilation errors are intrinsic to the statistical function!

— Ad-hoc differences will arise due to compilation and dissemination errors in
both statistical domains

— These errors are usually easy to identify and of a non-structural nature

14 www.ech.europa.eu ©



TF on NA-BOP: main results of Phase | ECB_UNRESTRICTED

 Phase | final Report provided recommendations to overcome
differences on specific sub-items of goods and services:

Phase 1 thematic issues identified
CIF/FOB adjustments

Illegal Trade

Merchanting

Processing and repair

Transit Trade

Goods acquired by tourist or in business travel
Government goods and services n.i.e.
Package tour expenditures

FISIM

Insurance and pension services
Treatment of special purposes entities
Other issues

» Discrepancies stem mainly from methodological discrepancies
and/or interpretations of statistical manuals, and lack of inter-
institutional coordination. This points to the need of enhancing the
coordination of the statistical community in order to achieve a
common understanding of the manuals

15 www.ech.europa.eu ©



ESCB Phase Il stocktaking exercise: template (1)

» The template used last year to analyse those differences on financial
account and primary income items included information already provided
by the ECB regarding:

» Thresholds: based on relative/absolute measures, distinguishing property
income, financial transactions and stocks

» Differences: 2014-Q4 and 2014-Q1 to 2015-Q4 (average) reference periods
» The national compilers provided information on:

» Exact size of the discrepancy: if that provided not representative

» Typology: select from one of the seven categories previously mentioned

» Detailed reasoning for the discrepancy

» Tentative timeframe envisaged to overcome the differences

» The template focused on those detailed sub-items for which a direct
comparison between both domains is feasible. As a consequence, a
residual “others” category was included

16 www.ech.europa.eu ©



ESCB Phase Il stocktaking exercise: template (I1)

ECB_UNRESTRICTED

i i i 1201404 | Average (2014Q1-
IThreshold IBOP/IIP 2014Q4I EAA 201404 . ]
Item I I I |difference 120150Q4) difference
| (EUR min) {(EUR min) {(EUR min) | |
______________________________ leeeeeecdeee L ___(EYURmIn)__ _,(EURmIn) _ _____
Property income : 1311 13,121 : 13,105 : 16 : 2
of which: Reinvested earnings on FDI | 501 3,703 1 3,703 1 ol 0
Property income : 131] 13,140 | 13,123 17] -5
of which: Reinvested earnings on FDI : 50 : 2,196 : 2,196 | 0 : 0
Financial account, net acquisition of assets | 1,000 | 6,088 | 11,442 | -4,454 | 6,620
Monetary gold : 50 0f o o} 0
Special drawing rights : so0l —}': —}': ﬂ: 0
Equity and investment fund shares | 1,000 | 15,206 | 15,205 | 11 626
Equity : 1,000 | 5,439 5,438 | 1] 625
Investment fund shares : 235: 9,?5?: 9,?5?: ﬂ: 0
Financial derivatives and employee stock options, net | 179 1,183 1,323 -1401 -73
Other (residual) I 1,000 | -9,394 | -5,079 | -4,315] 6,067
Financial account, net incurrence of liabilities : 1,000 : 3,312 : 505 : 2,807 : 4,734
Special drawing rights | 501 0l ol o1 (1]
Equity and investment fund shares : 1,000 | 12,523 | 12,416 | 107 -a4
Equity : 1,000 : 12,368 : 12,413 : -45 : -135
Investment fund shares I 501 155 4] 151 91
Other (residual) I 1,000 | -9,211 | -11,911 2,700 | 4,778

» The “Other” residual category mainly refers to debt
Instruments/securities, loans and deposits reflecting the lack of a
functional category distinction in sector accounts

17 www.ech.europa.eu ©



ESCB Phase |l stocktaking exercise: main results for the EA countries (1)

» Those differences on data sources, reconciliation practices and
especially methodological (interpretational) issues represent overall
the bulk of the detailed differences identified for the euro area
countries.This result is very similar to that of the TF on BoP-NA
Phase | on goods and services

Typology Reported size of differences (% of the identified total, sum

of the national differences)
Vintage

0
revisions 1%
19
19
2%
Reconciliation o
practices 16%
20%
Methodology 599,

18 www.ech.europa.eu ©



ESCB Phase Il stocktaking exercise: main results for the EA countries (I1)

» The analysis of the differences by country reveals a quite heterogeneous
picture, both regarding the current account...

Current account: average absolute differences, for the period 14Q3-16Q2
(% b.o.p. current account)

M Goods MServices ™ Primary income ™ Secondary income

16

14

12

10

% BOP current account total

Source: ECB
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ESCB Phase Il stocktaking exercise: main results for the EA countries (1)

ECB_UNRESTRICTED

> ...and also the financial account

International investment position: average absolute differences, for the
period 14Q3-16Q2 (% of stocks —i.i.p.)

W Assets M Liabilities
12

10

% of IIP
a

BE DE EE IE GR ES FR IT C& LV LT W M™MI NL AT PT 3§l SK FI

Source: ECB
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Why consistency BOP/ROW

Thank you for your attention
Any Questions?

Why consistency in the external account? 21 www.ech.europa.eu ©
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