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I. Introduction

The IMF Committee on Balance of Payments Statistics
(Committee) was established in 1992 for the following
purposes: (i) to oversee the implementation of the rec-
ommendations contained in the reports of two IMF
working parties that investigated the principal sources of
discrepancy in global balance of payments statistics pub-
lished by the IMF;1 (ii) to advise the IMF on method-
ological and compilation issues in the context of balance
of payments and international investment position statis-
tics; and (iii) to foster greater coordination of data col-
lection among countries. The membership of the Com-
mittee as of December 31, 2004, and its terms of
reference are presented in Appendices 1 and 2, respec-
tively. In 2004, the Committee held its seventeenth meet-
ing in October, at the South African Reserve Bank, in
Pretoria, South Africa.

This report is structured as follows: Section II presents
the Executive Summary. Section III provides an
overview of statistical discrepancies in the global balance
of payments statistics published by the IMF’s Statistics
Department (STA). Section IV discusses the Commit-
tee’s work program during 2004, and Section V con-
cludes with a discussion of the issues that the Committee
plans to address in the coming year.

II. Executive Summary

Recent Trends in Global Balance of 
Payments Statistics

Initial estimates of the statistical discrepancies in the
aggregations of the global current and financial accounts
were considerably narrower in 2003 than in 2002. How-
ever, significant underlying discrepancies remained. The
level of the imbalance in the current account in 2003 was
the lowest since 1997. Although the credits and debits on

services were nearly balanced (as is generally the case),
the imbalances on transportation, travel, other services,
government services, reinvested earnings, and other di-
rect investment income were all at record or near-record
levels. Moreover, while the imbalance on portfolio and
other investment income fell somewhat from the record
high in 2002, it remained very high.

Another way to look at the data is to express the global
discrepancies as a percentage of total transactions.
Viewed in this manner, a somewhat different picture
emerges. The imbalance on the current account
amounted to 0.2 percent of total transactions, its lowest
level since 1997, and the discrepancy in services, at 0.1
percent of total transactions in services, was the lowest
since 1998. Even though the imbalance on goods
amounted to 0.4 percent of total transactions, the highest
percentage since 1999, this should be seen in the light of
the total value of recorded transactions in goods, which
reached a record in 2003, rising by 16 percent to $14,820
billion, after having shown little growth for the previous
two years.

For the financial account, the aggregate statistical dis-
crepancy fell to its lowest level since 1998. However,
within the financial account, large discrepancies re-
mained. For the first time, recorded direct investment
debits (i.e., direct investment abroad) was higher than
recorded direct investment credits (i.e., direct investment
in the reporting economy).

Portfolio investment continued to record the largest dis-
crepancies in the financial account in absolute terms in
2003. While this discrepancy fell somewhat, it remained
at an elevated level. However, if the total value of gross
cross-border transactions in portfolio investment were
available, it is probable that the imbalance would be a
very small percentage of that total. With the exception of
1998, the imbalances for this series have been consis-
tently positive; that is, the value of net transactions in li-
abilities has been larger than those in net purchases.

For the rest of the financial account, the discrepancies
were quite small in comparison. For financial deriva-
tives, little changed from 2002. However, as financial de-
rivatives are often recorded on a net basis (that is, trans-
actions in assets are netted against transactions in
liabilities) by the compiling economy, imbalances in this
series should be viewed with caution. For other invest-

1

Annual Report of the IMF Committee
on Balance of Payments Statistics

1Final Report on the Working Party on the Statistical Discrepancy in
World Current Account Balances (the so-called Esteva Report) (Wash-
ington: International Monetary Fund, 1987), and Final Report of the
Working Party on the Measurement of International Capital Flows (the
so-called Godeaux Report) (Washington: International Monetary Fund,
1992).



ment, the discrepancy was up somewhat from 2002, but
as in all years since 2000, remained substantially lower
than the large discrepancies of 1998 and 1999. For re-
serve assets plus liabilities constituting foreign authori-
ties’ reserves, the imbalance was in line with the average
for the last seven years.

Revision to the Balance of Payments Manual,
Fifth Edition (BPM5)

The Committee made decisions on several of the recom-
mendations of three technical expert groups (TEGs).
These TEGs had been set up in 2004, following the Com-
mittee’s endorsement of an IMF staff proposal at its 2003
meeting to create these groups to address in depth some of
the more complex technical issues involved in revising the
BPM5. The TEGs each met once before the Committee
meeting and made recommendations to the Committee on
several of the issues they had been requested to consider.
A further set of recommendations was made by each TEG,
and these will be considered by the Committee at its 2005
meeting. In the meantime, STA will begin drafting chap-
ters of the new manual based on the decisions already
made. A complete first draft of the manual (apart from
some appendices) is expected by the end of 2006.

Portfolio Investment

The Committee was brought up to date on the Coordi-
nated Portfolio Investment Survey (CPIS) and given a
presentation on the CPIS results. Addressing global dis-
crepancies in transactions in portfolio investment was
one of the first initiatives of the Committee. As a result
of participating in the survey, many jurisdictions have
improved the manner in which they measure not only
their positions, but also transactions in and the associated
income of portfolio investment.

Of the 67 jurisdictions that participated in the 2001
CPIS, all have now agreed to participate on an annual
basis, and two more have started providing data. One
particularly noteworthy aspect of the CPIS is that about
20 small economies with international financial centers
(SEIFiCs) now take part on a continuing basis. Overall,
the willingness of so many countries to participate re-
flects the benefits that they anticipate will flow from the
availability of data on creditor holdings of securities is-
sues. In addition, three countries agreed to participate on
an ongoing basis since the survey became annual.

Direct Investment

The Committee discussed the work of the Task Force
on the Feasibility of Conducting a Coordinated Direct In-

vestment Survey (Task Force). The feasibility study and
the work on direct investment for the new balance of pay-
ments manual are to be done in tandem. Work is needed
on various methodological issues so that the Coordinated
Direct Investment Survey (CDIS), should it proceed, can
be based on the new methodological standards in the re-
vised balance of payments manual. The feasibility study
is being carried out in conjunction with the Organization
for Economic Cooperation and Development (OECD)
and other international organizations with an interest in
direct investment statistics.

For a variety of reasons, the Task Force proposed that
the survey be conducted as of end-2009. The Task Force
felt that delaying the reference date to 2009 would have
many advantages. The Task Force also proposed that the
survey be limited, at least initially, to liabilities positions
data (broken down by counterpart country), although it
felt that assets positions data (also by counterparty)
might also be collected, at least from those jurisdictions
with significant outward direct investment. The Task
Force determined that about 80 jurisdictions should be
invited to participate in the feasibility study, provided
there were sufficient participants from every region. A
questionnaire will be sent to possible participants to as-
sess their willingness to participate in a CDIS, if it were
to be conducted as of end-2009, although the responses
will be in no way binding.

Remittances

The Committee received a paper from the United King-
dom on statistics on remittances. A paper from the
OECD’s Round Table on Sustainable Development was
also considered in this context. The paper from the
United Kingdom informed the Committee about a set of
actions agreed by the G-8, at its meeting at Sea Island in
June 2004, to promote private-sector-led actions to help
alleviate poverty. The G-8 has stressed the need to im-
prove the data on remittances and to make them interna-
tionally comparable. The establishment of a statistical
working group, to be led by the World Bank, has been
proposed. The group would also include government
agencies that compile balance of payments statistics,
both from the G-8 and from other countries, along with
technical experts from international organizations, in-
cluding the IMF.

The United Nations Statistical Division (UNSD), as
chair of the Technical Sub-Group on the Movement of
Natural Persons (TSGMNP), presented a paper on the
work of the TSGMNP in developing a statistical frame-
work for the measurement of the economic impacts 
related to the movement of persons. The framework
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proposed is based on the BPM5 and the System of 
National Accounts, 1993 (1993 SNA). The Committee
felt that the TSGMNP was the appropriate body to carry
forward work on developing statistical standards for 
remittances.

The Heavily Indebted Poor Countries (HIPCs)

The Committee considered a paper from the IMF on the
statistical treatment of transactions and positions be-
tween residents and nonresidents arising from the HIPC
Initiative. As the HIPC Initiative was launched well after
the publication of BPM5, there has been concern among
compilers that the current framework does not ade-
quately address some of the HIPC debt-related transac-
tions. Among the principal areas of concern is the im-
portance of correctly treating transfers to ensure that the
saving behavior recorded by the parties involved is not
presented in a manner that might be misleading for eco-
nomic analysis and policymaking.

The Committee found the paper to be very valuable in
addressing many of the issues that need clarification. A
further paper providing methodological guidance on the
specific issues raised will be considered at the Commit-
tee’s next meeting.

International Financial Statistics

The Committee was informed about the international
financial statistics maintained by the Bank for Interna-
tional Settlements (BIS). As of end-2004, the BIS will be
collecting enhanced consolidated banking data that will
be more detailed and comprehensive on country risk ex-
posures on an ultimate risk basis, including exposures
from derivative instruments. For data on foreign ex-
change and derivatives markets, the Committee was ad-
vised that a record 52 countries participated in the 2004
BIS triennial survey. Preliminary results were released
on the BIS website (http://www.bis.org) in September
and December 2004, and final results were available in
March 2005. The BIS also collects and publishes statis-
tics on most over-the-counter (OTC) financial derivatives
on a semi-annual basis, covering stock data on notional
and market values on a consolidated basis from approxi-
mately 60 major dealers in the G-10.

The Committee was informed that the BIS makes its se-
curities database available, without charge, on its web-
site. The database covers most international securities,
but the coverage of domestic securities is not as compre-
hensive: at present, 42 jurisdictions (mostly central
banks) provide data on domestic issues. These data are
compared with various other data sources to maximize
the data quality.

Other Issues

The Committee also received papers on: (i) establish-
ment of a revisions policy for India’s balance of pay-
ments data; (ii) developments in the United States toward
the collection of data on financial derivatives; (iii) devel-
opment of Japan’s internet reporting system; (iv) reengi-
neering of the collection and processing of business sta-
tistics at the Australian Bureau of Statistics; (v) a series
of seminars in 2005 on the data template on international
reserves and foreign currency liquidity to review experi-
ences; and (vi) a report on the work of the Interagency
Task Force on Finance Statistics. The Committee was
also given a presentation on the evolution of the French
reporting system since the inception of the European
Economic and Monetary Union (EMU).

III. Recent Trends in Global Balance of 
Payments Statistics

Initial estimates of the discrepancies in the aggrega-
tions of the global current and financial accounts were
considerably narrower in 2003 than in 2002 (Tables 1
and 2). However, significant underlying imbalances re-
mained. In principle, the combined surpluses and
deficits (for the current, capital, and financial accounts)
for all countries and international organizations should
sum to zero, as the credits of one country or interna-
tional organization are the debits of another. In practice,
however, as a result of measurement differences, the
data do not offset each other. The discrepancies reflect
incomplete coverage of transactions, inaccurate or in-
consistent recording by the compiling countries (or the
reporters), and different classifications or timing for
transactions. Moreover, many errors and omissions may
offset each other so that the data in Tables 1 and 2 may
not capture the full extent of mismatches. On the other
hand, because transactions in the financial account are
recorded on a “net:gross” basis (that is, sales and pur-
chases of assets are netted against each other, as are
transactions in liabilities, but transactions in assets are
not netted against transactions in liabilities), the actual
volume of cross-border transactions in such categories
as portfolio investment and other investment is much
larger than the values shown in Table 2.2

III. RECENT TRENDS IN GLOBAL BALANCE OF PAYMENTS STATISTICS 
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2Data on “gross:gross” transactions for the financial account (that is,
the recording of all transactions in the financial account on the same
basis as the current account) are not compiled under BPM5.



Global Current Account

The level of the discrepancy in the current account in
2003 of negative $37 billion was the lowest since 1997.3

However, the aggregate masks some larger discrepancies
in the components, which tend to offset each other. The
discrepancy on goods, at positive $67 billion, was the

highest since 1998, and although the credits and debits in
services were nearly in balance (as they generally are),
the subaggregates showed large, and growing, discrepan-
cies in value terms: the imbalances on transportation,
travel, and other services were all records, negative $67
billion, positive $34 billion, and, positive $70 billion, re-
spectively. In addition, the imbalance of government ser-
vices, at negative $33 billion, remained very close to its
record level of 2002. For income, the overall imbalance,
at negative $76 billion, fell from the very high level of
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Table 1. Global Balances on Current Account, 1997–2003
(In billions of U.S. dollars)

Absolute
Average

Discrepancy
1997 1998 1999 2000 2001 2002 2003 1997–2003

Current account balance 15.8 –59.1 –101.8 –125.7 –128.9 –101.1 –37.0 81.3

Goods balance 115.8 67.9 42.1 10.3 –6.9 35.6 66.5 49.3
Credit 5,563.1 5,452.1 5,654.9 6,377.2 6,115.7 6,393.8 7,443.5 . . .
Debit 5,447.4 5,384.2 5,612.8 6,366.9 6,122.7 6,358.3 7,377.1 . . .

Services balance –8.5 –1.5 –13.5 –13.8 –18.4 –9.2 4.9 10.0
Credit 1,363.4 1,389.3 1,436.0 1,521.3 1,527.3 1,638.5 1,858.8 . . .
Debit 1,371.9 1,390.8 1,449.5 1,535.1 1,545.8 1,647.6 1,853.9 . . .
Transportation –55.0 –52.4 –50.6 –63.7 –58.7 –54.0 –66.7 57.3
Travel 25.2 27.6 28.0 31.2 28.8 30.3 34.4 29.4
Government services –13.8 –8.3 –17.9 –25.2 –26.1 –33.3 –33.0 22.5
Other services 35.1 31.6 27.1 43.9 37.6 47.9 70.2 41.9

Income balance –66.5 –93.5 –97.0 –78.7 –77.2 –103.9 –76.0 84.7
Credit 1,105.5 1,205.7 1,246.3 1,423.0 1,328.9 1,250.7 1,423.5 . . .
Debit 1,172.0 1,299.2 1,343.3 1,501.7 1,406.1 1,354.7 1,499.5 . . .
Compensation of employees 1.5 –0.5 –0.3 –1.5 –3.3 –3.1 –3.1 1.9
Reinvested earnings 56.7 36.1 72.0 67.1 103.1 73.3 110.2 74.1
Other direct investment income –0.2 –1.9 –37.7 –34.7 –42.4 –31.9 –50.4 28.5
Portfolio and other investment income –124.5 –127.2 –131.1 –109.5 –134.6 –142.2 –132.6 128.8

Current transfers balance –25.0 –32.0 –33.4 –43.5 –26.3 –23.5 –32.3 30.9
Credit 355.5 369.3 376.6 361.2 381.3 423.1 492.3 . . .
Debit 380.5 401.3 410.0 404.7 407.7 446.7 524.6 . . .

Memorandum items
Current account balance as percent of gross 

current account transactions 0.1 0.3 0.6 0.6 0.7 0.5 0.2 0.4
Goods balance as percent of gross goods 

transactions 1.1 0.6 0.4 0.1 0.1 0.3 0.4 0.4
Services balance as percent of gross services 

transactions 0.3 0.1 0.5 0.5 0.6 0.3 0.1 0.3
Income balance as percent of gross income 

transactions 2.9 3.7 3.7 2.7 2.8 4.0 2.6 3.2
Current transfers balance as percent of gross 

current transfer transactions 3.4 4.2 4.2 5.7 3.3 2.7 3.2 3.8
Capital account balance as a percentage of 

gross capital account transactions 3.0 14.2 14.9 10.5 4.4 9.2 12.2 9.8

Source: IMF, Balance of Payments Statistics Yearbook, Volume 55, Part 2 (Washington: International Monetary Fund, 2004).

3A negative imbalance indicates that more debits than credits were
recorded.



the previous year, but the imbalances on reinvested earn-
ings (positive $110 billion) and other direct investment
income (negative $50 billion) were record highs. More-
over, while the imbalance on portfolio and other invest-
ment income fell somewhat from the record high in 2002,
it remained high (at close to the seven-year average of
negative $129 billion). At negative $32 billion, the dis-
crepancy in current transfers was also close to the seven-
year average.

Another way of looking at the data is to express the dis-
crepancy as a percentage of total transactions. Viewed in
this manner, a somewhat different picture appears, as can
be seen from the memorandum items to Table 1. The im-
balance on the current account amounted to 0.2 percent, its
lowest level since 1997, and the discrepancy in services, at

0.1 percent of total transactions in services, was the lowest
since 1998. Even though the imbalance on goods
amounted to 0.4 percent of total transactions, the highest
percentage since 1999, this should be seen in the light of
the total value of recorded transactions in goods, which
reached a record in 2003, rising to 16 percent, after having
shown little growth for the previous two years.

Global Capital and Financial Accounts

The statistical discrepancy in the capital account in
2003 widened for the second successive year, reaching
negative $15 billion, or 12 percent of total transactions in
the account. For the most part, the value of debits in this
account tends to be higher than the value of credits (1997

III. RECENT TRENDS IN GLOBAL BALANCE OF PAYMENTS STATISTICS 
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Table 2. Global Balances on Capital and Financial Accounts, 1997–2003
(In billions of U.S. dollars)

Absolute
Average

Discrepancy
1997 1998 1999 2000 2001 2002 2003 1997–2003

Capital account balance 3.0 –15.0 –17.1 13.3 –4.9 –11.8 –15.3 11.5
Credit 51.4 45.1 48.8 70.3 53.1 58.2 55.1 . . .
Debit 48.4 60.1 65.8 56.9 58.0 70.0 70.5 . . .

Financial account balance 108.0 –0.6 46.2 236.5 177.0 189.0 44.4 114.6
Direct investment 22.5 11.7 18.8 187.6 78.6 59.6 –61.1 62.8

Abroad –443.6 –682.1 –1,078.2 –1,329.5 –711.2 –643.0 –615.0 . . .
In the reporting economy 466.1 693.8 1,097.0 1,517.1 789.9 702.6 553.9 . . .

Portfolio investment 203.4 –197.6 148.7 80.5 47.4 202.8 180.4 151.5
Assets –739.3 –1,046.6 –1,362.1 –1,301.4 –1,197.4 –674.2 –1,276.2 . . .
Liabilities excluding LCFAR1 942.7 849.1 1,510.8 1,382.0 1,244.7 877.0 1,456.7 . . .
Liabilities including LCFAR 963.7 928.8 1,606.3 1,511.0 1,311.5 1,049.8 1,687.1 . . .
LCFAR in Portfolio investment2 –21.0 –79.7 –95.4 –129.1 –66.7 –172.8 –230.4 . . .

Financial derivatives –6.6 –13.0 14.7 –14.8 7.6 –8.8 –7.4 10.4
Assets 148.2 186.9 195.4 228.5 234.6 202.8 261.7 . . .
Liabilities –154.7 –199.8 –180.7 –243.3 –227.0 –211.6 –269.1 . . .

Other investment –65.0 210.2 –122.3 36.4 79.6 –30.3 –38.8 83.2
Assets –1,322.9 –345.5 –537.8 –1,278.8 –717.1 –631.5 –1,040.1 . . .
Liabilities excluding LCFAR1 1,258.0 555.7 415.5 1,315.2 796.7 601.1 1,001.3 . . .
Liabilities including LCFAR 1,296.7 506.4 458.3 1,306.5 849.0 664.6 1,244.8 . . .
LCFAR in Other Investment2 –38.7 49.4 –42.8 8.7 –52.3 –63.5 –243.5 . . .

Reserves plus LCFAR –46.3 –12.0 –13.7 –53.1 –36.1 –34.3 –28.8 32.0
Reserves –106.0 –42.3 –151.9 –173.5 –155.1 –270.6 –502.7 . . .
LCFAR 59.8 30.3 138.3 120.4 119.0 236.2 473.9 . . .

Net errors and omissions –126.8 74.7 72.7 –124.2 –43.2 –76.2 7.9 75.1

Source: IMF, Balance of Payments Statistics Yearbook, Volume 55, Part 2 (Washington: International Monetary Fund, 2004).
Note: In the financial account, a negative sign indicates an excess of recorded outflows: the absence of a sign in the balances indicates an ex-

cess of recorded inflows over outflows.
1Liabilities constituting foreign authorities’ reserves. The data in liabilities constituting foreign authorities’ reserves were derived from information

collected by the IMF from a sample of large reserve-holding countries. These data were used to adjust portfolio and other investment liabilities to
align the data better with corresponding assets series.

2Table 2 also includes the global balance on net errors and omissions.



and 2000 are the exceptions during the period shown in
Table 2). A possible reason for this bias may be related to
debt forgiveness—one of the major items in this ac-
count—because creditors and debtors may record the
debt forgiveness in different time periods or with differ-
ent values. Some issues related to debt forgiveness are
considered in Section IV (see The HIPC Initiative).

For the financial account, the aggregate discrepancy, at
positive $44 billion in 2003, fell to its lowest level since
1998. However, within the financial account, large dis-
crepancies remained. For the first time since 1995,
recorded direct investment debits (i.e., direct investment
abroad) was higher than recorded direct investment cred-
its (i.e., direct investment in the reporting economy). Di-
rect investment flows can be subdivided into two compo-
nents: reinvested earnings and other direct investment
transactions. The imbalance on reinvested earnings
(which, with the sign reversed is the same as reinvested
earnings in “income” in Table 1) reached negative $110
billion in 2003, a substantial increase from 2002, and well
above the seven-year average of negative $74 billion. On
the other hand, other direct investment transactions had
an imbalance of positive $49 billion in 2003, a substantial
reduction from the positive imbalances of the previous
three years, the average of which is $187 billion.

Portfolio investment continued to record the largest dis-
crepancies in the financial account in absolute terms in
2003. While this discrepancy fell somewhat, to positive
$180 billion, from the record imbalance of $202 billion
in 2002, it remained at an elevated level. However, as
noted, if the total value of gross cross-border transactions
in portfolio investment were available, it is probable that
the imbalance would be a very small percentage of that
total. With the exception of 1998, the imbalances for this
series have been consistently positive, that is, the value of
net transactions in liabilities has been larger than those in
net assets. This bias in the data was examined by the
Final Report of the Working Party on the Measurement of
International Capital Flows (Godeaux Report) that ana-
lyzed discrepancies in the (then) capital (now financial)
account. The Godeaux Report gave rise to the creation of
the Committee, and one of the earliest actions of the
Committee was to initiate the CPIS. As the CPIS (which
is discussed more fully below) becomes better estab-
lished over time, and as its coverage extends in terms of
both sectors captured and countries participating, the
quality of positions data globally will improve, with
commensurate effects on transactions data (and the asso-
ciated income items).

For the rest of the financial account, the discrepancies
were quite small in comparison. For financial deriva-
tives, the discrepancy was negative $7 billion in 2003, lit-

tle changed from 2002. However, as financial derivatives
are often recorded on a net:net basis (that is, transactions
in assets are netted against transactions in liabilities) by
the compiling economy, imbalances in this series should
be viewed with caution. For other investment, the global
discrepancy was negative $39 billion, up somewhat from
the imbalance in 2002, but substantially lower than the
discrepancies in 1998 (positive $210 billion) and 1999
(negative $122 billion). The volatility of the imbalances
in other investment has declined considerably since then.
Over the last four years, while the arithmetic mean was
$12 billion, the absolute average discrepancy was $46
billion, reflecting the two years with a positive imbalance
in 2000 and 2001, followed by two years with negative
imbalances. For reserve assets plus liabilities constitut-
ing foreign authorities’ reserves, the imbalance was $29
billion, in line with the average for the last seven years.

Revisions

Revisions to prior years have generally had the effect of
increasing the current and financial account discrepan-
cies; there has been little impact on the capital account.
Revisions are a normal part of the process of production
of statistics: they can result from refinement of earlier es-
timates (which may have been based on limited informa-
tion), receipt of more complete estimates (for example,
from customs or other administrative sources), changes
in methodology, or the correction of errors.

For the current account, the absolute average imbal-
ances for the six years from 1997 to 2002 were revised
upwards from $76 billion to $81 billion. This increase
was prompted by revisions to all series. Notably, the pos-
itive imbalances to goods in 2000 and 2002 were revised
down,4 while changes to other series tended to increase
the negative imbalances. For example, the discrepancy in
income in 2002 rose by $13 billion, largely as the result
of a reduced positive imbalance for reinvested earnings
and larger negative imbalances for income on other di-
rect investment, portfolio investment, and other invest-
ment. Revisions to this last series were also a major fac-
tor in revising upwards the overall imbalances on income
and the current account in 2000. The services imbalance
saw little change for most of these years, although there
were offsetting revisions to many of the components for
several years.

In the financial account, the absolute average discrep-
ancy for the years 1997 to 2002 rose $20 billion as a result
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4In 2001, the revisions led to debits exceeding credits for the first
time in the series.



of revisions to prior years’ data, with the imbalance dete-
riorating in all years except 1998. The largest increases
were in 2000 and 2002. Most of the changes for these two
years were the result of an increase in the positive dis-
crepancy in direct investment, coupled with a drop of $57
billion in the negative imbalance in other investment in
2002. The other series saw only small changes.

IV. Work Program Undertaken by the Committee in
2004

The work undertaken by the Committee in 2004 re-
flected the priorities established in the medium-term
work program at the end of 2003. Top priority was given
to updating the BPM5, the feasibility of conducting a
CDIS, and issues related to data quality. Portfolio invest-
ment was a high-priority topic, including reverse trans-
actions, investment vehicles, and the treatment in the bal-
ance of payments and the international investment
position (IIP) of HIPCs. The Committee reviewed issues
relating to global discrepancies in balance of payments
data; the treatment of central clearing houses; the report-
ing of external debt data within the context of the IIP,
based on the External Debt Guide; implementation of the
Manual on Statistics of International Trade in Services;
the extent to which countries report balance of payments
data to the IMF’s STA on the basis of the classification
system of BPM5; and the use and improvement of inter-
national financial statistics. In addition, the Committee
received papers on reporting systems (from France and
Japan), data processing (from Australia), and on the new
U.S. collection system for the measurement of transac-
tions and positions in financial derivatives (from the
United States).

Revision to BPM5

At its 2003 meeting, the Committee considered a draft
annotated outline (AO) for revising BPM5, prepared by
IMF staff. An earlier version of the AO had been sent for
comments to the Committee, the InterSecretariat Work-
ing Group on National Accounts, and other interested
parties. The comments from these various bodies were
incorporated into the revised AO. At its 2003 meeting,
the Committee endorsed STA’s proposal that the AO be
circulated in early 2004 to all interested parties, with
comments due by mid–2004.

In light of this endorsement by the Committee, early in
2004 the IMF sent the modified version of the AO to all
IMF balance of payments correspondents, seeking input
on the issues raised. The document was also posted on
the Committee’s web page (http//:www.imf.org/bop) in

English as well as in Arabic, Chinese, French, Russian,
and Spanish.

The AO sets out, in considerable detail, a series of pro-
posals for modifying the structure and some of the con-
cepts in BPM5. The document also asks a number of
questions, seeking input on the proposed changes and
possible alternatives. Thirty-three countries and several
international organizations provided comments on the
proposed changes to BPM5. A paper summarizing these
responses can be found on the Committee’s web page.
Most of the proposals were supported (see also the Com-
mittee’s decisions below), in many instances, very
strongly.

The Committee made decisions on several of the rec-
ommendations (Box 1) of the three TEGs that had been
set up in 2004, following the Committee’s endorsement
of an IMF staff proposal at the 2003 meeting of the
Committee to create these groups to address some of
the more complex technical issues. These TEGs are: Di-
rect Investment Technical Expert Group (DITEG),5

Currency Union Technical Expert Group (CUTEG),
and Balance of Payments Technical Expert Group
(BOPTEG), the latter of which addresses issues not
covered by the other two groups. (See Box 2 for TEG
members.) The TEGs each met once before the Com-
mittee meeting and made recommendations to the
Committee on several of the issues they had been re-
quested to consider. Each TEG met again to develop a
further set of recommendations; all three TEGs met in
December 2004, and DITEG met a third time in March
2005. The Committee will consider all the TEGs’ fur-
ther recommendations at its 2005 meeting. DITEG
completed its work. BOPTEG and CUTEG may con-
tinue to communicate electronically, depending on
what issues emerge during the drafting process, and it is
possible that one or both of them will meet at a later
stage of the new manual’s preparation—for example, to
review draft chapters relevant to their mandates.

The Committee was informed that the IMF is consid-
ering creation of a new TEG for reserve assets. This 
is a very important and highly specialized topic and 
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5DITEG also reports to the OECD’s Workshop on International In-
vestment Statistics (WIIS), as this body has responsibility for updating
the third edition of the Benchmark Definition of Foreign Direct Invest-
ment (BD3). In order to continue this function, the WIIS has created the
Benchmark Advisory Group (BAG). Once DITEG’s work has been
completed, it is planned that BAG will use the agreed outcome to pre-
pare a fourth edition of the Benchmark. Decisions by the WIIS and the
Committee therefore will be coordinated to ensure that there is agree-
ment on all issues related to direct investment in the revised Bench-
mark and the revised balance of payments manual.
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Box 1. Some Major Decisions Taken by the Committee Regarding the Revision of the BPM51

Guarantees: The Committee agreed with BOPTEG’s pro-
posal that the current treatment of guarantees as contingen-
cies be retained and that the activation of a guarantee should
be treated as other changes in the volume of assets/liabilities.2

Accrual principle for arrears: The Committee agreed with
the proposal that when arrears occur, no transactions should
be imputed, but the arrears should continue to be shown in
the same instrument until the liability is extinguished. The
Committee reinforced the view that data on arrears are im-
portant. It was concerned about how the proposals for ar-
rears and non-performing loans could be reconciled.

Loan valuation: The Committee agreed with BOPTEG’s
proposal to retain nominal value for loans (both assets and
liabilities) in the IIP, with a memorandum item for the cred-
itor, showing the likely realizable value.

Change in economic ownership: The Committee agreed
with an IMF staff proposal to adopt the concept of “change
in economic ownership” (instead of “change of ownership”)
as better reflecting the nature of transactions that are
recorded in the balance of payments.

Goods for processing: The Committee agreed with
BOPTEG’s proposal to change the treatment—so that the
economic ownership principle should be adopted. This would
mean that goods for processing would be measured by the
processing fee and be treated as a service, not as a good.3, 4

Multiterritory enterprises: The Committee agreed with
BOPTEG’s proposal that the current treatment in BPM5 be
generalized to all enterprises where identification of sepa-
rate units in different economies is not possible. For joint
sovereignty zones, the Committee agreed that guidance
should be provided in the new manual, but flexibility should
be allowed.

Institutional sectors: The Committee agreed with
BOPTEG’s proposal to include all the national accounts’ in-
stitutional sectors in the new manual, but that the presenta-
tion should be done in such a fashion as to ease the transi-
tion from the four sectors shown in BPM5.

Residence of households: The Committee agreed with
BOPTEG’s proposal to adopt the concept of “predominant”

center of economic interest. The Committee did not agree
that a strict application of the “one-year” rule should be ap-
plied to students.

Special purpose entities (SPEs): The Committee agreed
with BOPTEG’s and DITEG’s proposal that SPEs are to be
recognized as separate institutional units in the economy in
which they are incorporated. As there is no international de-
finition for SPEs, the Committee agreed that compilers may
wish to present supplementary data using national defini-
tions, where these entities are important.

Classification of services: The Committee agreed with
BOPTEG’s proposals that (i) goods for repair should be
changed from goods to a service; (ii) additional detail on
travel be included on a supplementary basis; (iii) communi-
cation and computing services be combined, provided that
postal and courier services are classified separately; (iv) con-
struction services be shown with an additional split, to iden-
tify construction services abroad separately from construction
services in the compiling economy; (v) the treatment of fi-
nancial services be harmonized, in line with developments at
the OECD and the AEG, to the extent possible; (vi) interna-
tional passengers services should remain in transportation
services; and (vii) use of a residual category for services
transactions between related enterprises be avoided.

Valuation of direct investment equity: The Committee
agreed with DITEG’s proposal that market price should be
the preferred valuation principle for direct investment eq-
uity, and that that principle be given greater emphasis than
it received in BPM5.

Direct investment 10 percent threshold: The Committee
rejected DITEG’s proposal to move the threshold for estab-
lishing a direct investment relationship from 10 percent eq-
uity (or equivalent) to 20 percent.

Treatment of insurance catastrophic claims: The Commit-
tee rejected the IMF staff proposal to retain the treatment of
insurance claims as being current transfers for catastrophic
claims, preferring to adopt the proposal by the AEG that these
latter claims should be classified to the capital account.

Fully Consolidated System (FCS): The Committee agreed
with DITEG’s proposal that the FCS represents the ideal
concept of indirect direct investment relationships but noted
that it should be explained more fully in the new balance of
payments manual.5

Headings and signs: The Committee agreed with IMF staff
proposed changes to the presentation of the headings in the fi-
nancial and other changes in financial assets and liabilities ac-
counts to “changes in assets” and “changes to liabilities” to
bring them into line with the IIP and the national accounts.

1The issues papers, describing the issues in greater depth, and the
outcome papers, outlining the reasoning for the TEGs’ recommen-
dations, can be found on the Committee’s web page (http//:
www.imf.org.bop).

2The Committee also agreed that the broader issue of risk trans-
fer should be referred to the Task Force on the Harmonization of
Public Sector Statistics.

3This decision is to be referred to the Advisory Expert Group on
National Accounts (AEG), who are reviewing possible changes to
the 1993 SNA. Should this proposal not be agreed to by the AEG,
the matter will be reconsidered by the Committee.

4The Committee also decided to leave the treatment of re-exports
and goods in transit unchanged.

5The Committee will reconsider the different approaches to mea-
surement of indirect direct investment relationships at its meeting
in 2005, following further work by DITEG.



involves a different constituency from those represented
by the other TEGs—including reserve managers and
users of data on reserve assets, as well as balance of
payments compilers. These constituents may have to be
invited to participate in any such group to ensure that
there is the right level of technical expertise to address
the issues comprehensively.

The Committee was brought up to date on the revision
process for other macroeconomic statistics and manuals.
The InterSecretariat Working Group on National Ac-
counts (ISWGNA) has created an Advisory Expert Group
on National Accounts (AEG), with a remit similar to the
roles of the TEGs for the balance of payments revision—
that is, the AEG will examine proposed changes and re-

port back to the ISWGNA. The IMF’s STA is represented
on both the ISWGNA and the AEG, which will foster
ready coordination of effort between the reviews of the
1993 SNA and the BPM5. Of the 44 issues being consid-
ered by the AEG, many do not have a strong (or any)
bearing on the balance of payments or the IIP. Of the rec-
ommendations made by the AEG so far (which will go to
the ISWGNA for decision), those that do have an impact
on the balance of payments are employee stock options
(to treat them as compensation of employees and to clas-
sify the financial instrument under a new category: finan-
cial derivatives and employee stock options), and the
measurement of insurance services (to adopt an approach
using adjusted claims and premium supplements).
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1. Balance of Payments Technical Expert Group (BOPTEG)

Australia Thailand
Chile United Kingdom
China, PR United States
Estonia Banque Centrale des États de l’Afrique de L’Ouest

(BCEAO)
Germany BIS
Japan ECB
Jordan Eurostat
Namibia IMF (chair)
The Netherlands OECD
Poland

2. Direct Investment Technical Expert Group (DITEG)*

Australia South Africa
Belgium Tunisia
Canada United Kingdom
Colombia United States (co-chair)
France ECB
Hong Kong SAR Eurostat
Japan IMF (co-chair)
The Netherlands OECD
Russian Federation UNCTAD

3. Currency Union Technical Expert Group (CUTEG)

Belarus ECB (co-chair)
Czech Republic East Caribbean Central Bank (ECCB)
Italy Eurostat
Saudi Arabia IMF (chair)
BCEAO West African Monetary Institute
Banque des États de l’Afrique 

Centrale (BEAC)

*DITEG was set up jointly with the OECD.

Box 2. Countries and International Organizations that Have Provided 
Members to the TEGs Set Up by the Committee To Assist It in Its 

Deliberations on the Revision of BPM5



The Committee was also advised on progress on the re-
view and changes to several other statistical systems that
are related to balance of payments statistics and the IIP.
These include the trade-in-services manual, the tourism
satellite account, and the Central Product Classification
(CPC). The expectation is that these documents will be
consistent, to the maximum extent possible, with the new
balance of payments manual. The work on revising the
OECD’s BD3 will commence as soon as the WIIS has
considered DITEG’s recommendations. The conceptual
basis of direct investment in the new balance of payments
manual and the revised benchmark will be the same.

The outcomes from the remaining meetings of the TEGs
will be considered by the Committee at its meeting in
June 2005. In order for the new manual and the revised
1993 SNA to be prepared at the same time and to be as
consistent as possible, the AEG, at its meeting in July
2005, will be asked to consider many of these issues; any
issues that the AEG does not consider at that meeting will
be carried forward to its next (and presumed final) meet-
ing. In the meantime, the drafting of the new balance of
payments manual was to commence early in 2005, so that
several draft chapters could be considered by the Com-
mittee at its meeting in June 2005.

Portfolio Investment

The Committee was brought up to date on the results of
CPISs, as well as work being undertaken to enhance the
collection of CPIS data. This work has wider application
to other elements in the balance of payments and the IIP,
as well as other parts of the suite of macroeconomic sta-
tistics. It covers investigations into how to measure re-
verse transactions (repurchase agreements and securities
lending without cash collateral), holdings of securities by
nonresident custodians (third-party holdings); and the
development of the European Central Bank’s (ECB’s)
Centralized Securities Database (CSDB).

The Coordinated Portfolio Investment Survey

The CPIS, which is coordinated by the IMF’s STA, is
an international survey of the holdings of portfolio in-
vestment assets. The survey provides data on holdings of
equity and long-term and short-term debt securities by
counterpart jurisdiction of issuer. The survey has been
conducted on an annual basis since 2001 (following a
limited survey in 1997).

Of the 67 jurisdictions that participated in the 2001
CPIS, all have now agreed to participate on an annual
basis. One particularly noteworthy aspect of the CPIS is
that about 20 SEIFiCs now take part on a continuing
basis. Overall, the willingness of so many countries to

participate reflects the benefits that they anticipate will
flow from the availability of data on creditor holdings of
securities issues. In addition, three countries have agreed
to participate on an ongoing basis since the survey be-
came annual.6

The data from the survey help to fill an important sta-
tistical gap by providing a database that counterpart
debtor countries may use to construct estimates of their
own outstanding securities liabilities, as well as by as-
sisting other data analysts in understanding this fast-
growing cross-border exposure. Tables 3 and 4 provide,
in matrix form, summary results of the 2002 and 2003
CPISs for the ten largest holders and issuers of securities.
More detailed results can be found on the IMF website
(http://www.imf.org/bop). Total cross-border holdings of
securities reported by participants in the 2002 CPIS were
$14,102 billion, and, in 2003, $18,978 billion (as shown
in the cell in the bottom right of each table).

Among the more salient results is the impact of the re-
cent decline of the U.S. dollar on the level and distribution
of jurisdictions’ holdings of portfolio investment. There
was an increase in the level of holdings of portfolio in-
vestment by residents of the United States (as the value of
their nondollar-denominated holdings increased in dollar
terms), as well as an increase (expressed in dollars) in the
holdings of securities issued by residents of the euro area.
The nature of the survey does not permit a breakdown of
the changes in levels between year-ends among transac-
tions, price, and exchange rate changes. However, a Cen-
tralized Securities Database (CSDB) will be able to assist
with this type of analysis (see below). The role of SEIFiCs
is also evident from the results. The combined holdings of
portfolio investment assets of The Bahamas, Bermuda,
Cayman Islands, Guernsey, the Isle of Man, and Jersey
amounted to $682 billion at end-2003.

Many of the Committee members indicated that they
found the CPIS to be a very valuable exercise. Most
members of the Committee are from jurisdictions that
participate in the CPIS. Some of the benefits they noted
included: (i) improvements in the manner in which the
data were collected (in a more controlled and detailed

ANNUAL REPORT 2004

10

6To assist jurisdictions to undertake the survey, a survey guide has
been prepared (Coordinated Portfolio Investment Survey Guide, Wash-
ington: IMF, 2001, 2d ed.). The guide sets out the purpose and con-
ceptual underpinnings of the survey, and offers advice to compilers
(such as how to establish a survey frame; how to develop contacts with
respondents; software requirements; how to address low or nonre-
sponse rates; what data validation procedures might be put in place;
follow up with respondents; and data release). The guide has also been
translated into French, Spanish, Arabic, Russian, and Chinese. These
documents are available from STA upon request. PDF versions of 
the document can be found on the IMF’s website at http://www.imf.
external/np/sta/pi/cpisgd.htm.
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fashion); (ii) use of the counterpart asset data (to com-
pare with their own liabilities data; given that the geo-
graphical breakdown of liabilities is hard to estimate
from more standard sources of data, the derived liabili-
ties were felt to be particularly valuable); (iii) the eco-
nomic reality reflected in the data (i.e., during 2001 and
2002, when there had been accommodative monetary
policies in most countries, there were rising bond prices);
(iv) evidence of “round tripping” (wherein funds return
to the jurisdiction in which they originate—a phenome-
non related to, and highlighting, the role of international
financial centers).7 It was also felt that the data would be-
come increasingly important as the time series develops.

The Committee was advised that a considerable amount
of work undertaken to analyze cross-border portfolio in-
vestment has made use of the CPIS, with much of this
work being done at the IMF (in departments other than
STA). To make greater use of this very rich database, the
Bank of Spain plans to hold a conference, in cooperation
with the IMF, in late November 2005 on the uses of the
CPIS data. It is intended that the conference will include
both users and compilers.

The Committee noted the link between the CPIS and
the possible CDIS (see below) from both a collection and
an analytical perspective and with a beneficial impact on
the quality of both. The Committee also felt that the
CPIS could serve as a model for a CDIS.

As part of its ongoing attempts to involve as many ju-
risdictions as possible in the CPIS, the Committee was
advised of two workshops conducted by STA during
2004. One workshop was held for SEIFiCs in Guernsey
in May. STA aims, to the maximum extent possible, to
assist these jurisdictions, in view of their limited resource
base and their importance in the survey. The other work-
shop was held in Beirut in June for members of the Arab
League, following a similar workshop held in the same
location in 2003. Funding for the workshops was pro-
vided by the government of Japan through the Japan Ad-
ministered Account for Selected Fund Activities. The
workshops were designed to provide compilers with the
opportunity to exchange their experiences in conducting
the 2002 CPIS; to encourage broader participation in the
CPIS; to see how the survey might be conducted more ef-
ficiently and effectively; to establish a network of con-
tacts among the compilers; and to outline the plans for
the 2003 and 2004 surveys. At these workshops, some at-
tendees that do not presently participate in the CPIS in-

dicated that they would be prepared to do so in the near
future, while others indicated that they were considering
expanding their present coverage.

In order to obtain as comprehensive a picture as possi-
ble of cross-border asset holdings of securities, and to
enable construction of counterpart liabilities, comparable
information to the CPIS is necessary on securities held as
reserve assets and securities assets of international orga-
nizations, as these assets, by definition, are not included
in countries’ holdings of portfolio investment assets. To
this end, STA conducts two annual surveys, Survey of
Securities Held as Foreign Exchange Reserves (SEFER)
and Survey of Securities Held by International Organiza-
tions (SSIO). The results of these surveys are available
on the IMF’s website (http://www.imf.org/bop). These
data form an integral part of the overall results of the sur-
veys on cross-border holdings of securities.

In line with STA’s view that all data should be supported
by metadata (to explain to users such elements as the sur-
vey methodology employed, the survey frame, the re-
sponse rate, and other related issues), all jurisdictions that
participated in the CPIS were asked to complete a meta-
data questionnaire. Sixty-four jurisdictions did so. The re-
sults of this questionnaire have been disseminated via the
IMF’s website. The information will be valuable in analy-
sis of the results, in the exchange of information among
the participating countries, and for users and compilers.

Third-Party Holdings

At its 2004 meeting, the Committee considered a report
from the Technical Group on Third-Party Holdings
(TGTPH). This group had been set up by the Committee
in 2000, with a remit to examine how third-party hold-
ings (TPHs) might be captured in official statistics. TPHs
are securities that have been placed with a custodian res-
ident in one jurisdiction directly by end-investors resi-
dent in another jurisdiction. It is likely that there are
many TPHs, especially by households or small or
medium-sized enterprises (SMEs), involving substantial
amounts of securities. As such holdings lie outside the
scope of balance of payments and IIP statistics of the
economy of the custodians’ jurisdiction, and as house-
holds and SMEs are usually not covered in surveys of
end-investors, these holdings are likely to be missed in
countries’ IIPs and their CPISs.

In its initial work, the TGTPH found that (i) there were
many different types of business models used by custo-
dians, so that there was no simple approach that would
permit these holdings to be readily identified; (ii) there
were often multiple custodian chains, so that there were
major risks of double counting; and, as a result, (iii) the
focus of any further work should be on high-worth indi-
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viduals, as this would likely present less risk of double
counting and as custodian records might be more readily
usable for statistical purposes.

The Committee agreed, at its meeting in 2003, to a pro-
posal by the TGTPH that the next step was to explore
how TPHs might be identified by those few jurisdictions
with major international custodial businesses. In view of
the highly concentrated nature of the custodial industry,
it is expected that a very high proportion of TPHs of
high-worth individuals could be captured from custodi-
ans in only a few jurisdictions. To that end, the ECB, fol-
lowing on earlier work undertaken by a task force of the
ECB and its member states,8 hosted a meeting in May
2004 at which balance of payments compilers from most
of the major centers with large custodial business were
present.

At that meeting, participants noted that there are very
few data at present and that it was unclear whether they
had the legal authority to collect these data. In order to
understand the issues more fully, participants were asked
to explore with their custodians and private banks how
such information might be obtained.

Exploration of these issues subsequent to the meeting at
the ECB has not been very encouraging. Initial indica-
tions of size and availability of these data have been dis-
appointing, especially as contacts with private banks and
custodians indicate that households that use custodial
services outside their jurisdiction of residence are likely
to place their assets in a trust or some other legal device,
making it very difficult to separate them from other non-
household trusts and investment vehicles.

In view of the difficulties the TGTPH has encountered
in obtaining these data, further work will await the re-
sults of the 2003 portfolio investment liabilities survey in
the United States. These data will provide, for the first
time, estimates of the holdings of U.S. securities that are
held by nonresident households, broken down by juris-
diction of residence.9 If nonresident households are
shown to directly have substantial holdings in U.S. secu-
rities, this will be an important indication that such hold-
ings may be substantial for other countries as well. If the
results do not indicate that nonresident households are
major investors in U.S. securities, it is probable that no
further work will be undertaken on TPHs in light of other
pressing issues.

Reverse Transactions

The Committee has on many occasions discussed reverse
transactions (repurchase agreements, securities lending
without cash collateral, gold swaps, and gold loans or de-
posits), reflecting their importance, their complexity, and
the difficulty in measuring them. Reverse transactions
have grown rapidly in volume and complexity in recent
years, as financial markets around the world have come to
use them much more extensively and effectively.

In view of the problems in measuring reverse transac-
tions, the Committee felt that it was necessary to deter-
mine the extent to which supplementary information was
available (on sector of the counterparty and the issuer of
the security for repurchase agreements and securities
lending) and to determine how to classify the payment
made by the asset taker for the use of the asset in a secu-
rities lending arrangement or in gold loans/deposits. To
address these issues, the Technical Group on Reverse
Transactions (TGRT) was set up in 2001. The group
comprised representatives of nine economies (Belgium,
Hong Kong SAR, Japan, Portugal, South Africa, Spain,
Switzerland, the United Kingdom, and the United
States), the IMF, the ECB, and the BIS. The TGRT’s
mandate was to explore how the reporting of reverse
transactions can be improved (for monetary statistics, for
flow of funds accounts, and for sectoral balance sheets,
as well as for balance of payments and IIP statistics),
bearing in mind the Committee’s decision on the appro-
priate treatment.

As a first step, in 2002 the TGRT undertook a survey of
a selection of end-investors, custodians, brokers/dealers,
and fund managers in the TGRT participants’ economies
to determine whether these institutions’ information sys-
tems could readily identify when reverse transactions
occur. The results of this survey were presented to the
Committee at its meeting in 2003. Among the important
results were: (i) the introduction by financial institutions
in the United States of a new reporting system that allows
the identification of reverse transactions; and (ii) indica-
tions by a significant minority of respondents that they
record repurchase agreements as both a collateralized
loan and a transaction in the underlying security (the so-
called four-entry recording).

The Committee found these to be important develop-
ments and requested that the TGRT explore them further.
The TGRT found that the financial institutions in the
United States that have developed and are using the soft-
ware to identify reverse transactions have decided not to
generalize the application, so that, for example, transac-
tions in U.S. Treasury securities will not be covered. At
the same time, it appears that these financial institutions
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do not wish to make the software available to other fi-
nancial institutions in other jurisdictions.

The TGRT also developed a questionnaire to follow up
on the results of the earlier questionnaire that indicated a
significant minority used the four-entry recording and
developed a set of examples of how this approach would
work. These examples brought out very clearly the com-
plexity of their application. Moreover, on further review,
the TGRT considered that there remained too many gaps
and problems in the application of the four-entry record-
ing. As a result, the TGRT proposed, and the Committee
agreed, that the TGRT should hold a meeting in 2005 (it
has previously operated entirely electronically) to re-
solve these issues, so as to make a recommendation for
the treatment of these transactions in time for the new
balance of payments manual and the revised 1993 SNA.
It was considered that such a meeting should also involve
monetary and financial statisticians.

As part of its remit, the TGRT also examined the role of
central clearing houses (CCHs) in tripartite repurchase
agreements. These institutions, among other things, are
principal to all transactions that pass through them, and
so they are the counterparty to all parties involved. In this
manner, they represent an important potential source of
information on the counterparties and the underlying se-
curities involved in reverse transactions, and as they be-
come more important in these transactions, much of the
information presently unavailable will become more
readily available. A paper from the Bank of England was
discussed at the Committee’s 2004 meeting. This paper
sets out a work plan to find out more about the nature,
role, and operations of CCHs.

Global Securities Databases

From previous work on the CPIS, it has become evident
to the Committee that there is considerable interest in the
development of a global securities database (GSDB). Such
a database would be multidimensional, with information
on such variables as the security’s name; identification
number (such as its ISIN: International Security Identifi-
cation Number); sector and jurisdiction of the issuer;
amount; date of issue; currency and coupon (if any); ma-
turity date(s); and, possibly, the sector of the holder. Price
information would also be included. The applications for a
GSDB are potentially very wide: in addition to the CPIS
(for which it would assist those countries compiling secu-
rity by security), it could be used for balance of payments
(to estimate portfolio investment transactions), external
debt, data template on international reserves and foreign
currency liquidity, monetary statistics, flow of funds ta-
bles, sectoral balance sheets in the national accounts, and
financial soundness indicators.

As part of its overall work on improving the quality of
portfolio investment in the euro area, the ECB has been
developing a Centralized Security Database, and the
Committee was brought up to date on this CSDB, which
contains all the features noted above, plus several more.
Preliminary production started in early December 2004,
but it would take several months to make sure that the
data are consistent. The Committee was informed that,
toward the end of April 2005, most of the large outliers
were to be identified and that these would then be
checked with the national central banks of the European
System of Central Banks (ESCB) and the BIS. Contacts
are also foreseen with the U.S. Federal Reserve System
and the Bank of Japan. In due course, other central banks
(outside those already involved) may be granted access
to the CSDB. Of particular importance to the CPIS
would be information on prices and exchange rates; it
was felt that, for analytical purposes, it would be very
useful to separate holdings in mutual funds from other
types of equity, especially in countries where mutual
funds play a major role. The Committee was advised that
all members of the euro area should be using the secu-
rity-by-security approach to the measurement of portfo-
lio investment (quarterly) stocks by 2008.

In addition to the ECB’s database, the BIS has main-
tained a securities database for many years, primarily for
international securities but increasingly for domestic se-
curities as well. The Committee was advised that the
coverage of international securities is good (with data
coming from commercial providers) but that the cover-
age of national securities on issue is currently limited to
42 countries. Data quality on securities has improved as
the frequency of reconciliation of data from commercial
providers has increased to a quarterly basis. Sector clas-
sification has also improved, with public and private
splits now available for banks, nonbank financial institu-
tions, and other businesses. Time series on international
securities have been improved, having been carried back
to 1966.

Direct Investment

Survey on Implementation of Methodological Standards
for Direct Investment

Following the success of the 2001 Survey on Imple-
mentation of Methodological Standards for Direct Invest-
ment (SIMSDI), at its meeting in 2002 the Committee10

gave its support for the IMF and the OECD to conduct an-
other survey, as of end-2003. The aim of the SIMSDI is to
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determine the extent to which countries have adopted in-
ternational standards for compiling direct investment sta-
tistics, as set out in BPM5 and BD3. The results of the
2001 survey are available on the Committee’s web page
(http://www.imf.org.bop) and have also been published in
print.11

Accordingly, a revised questionnaire was sent to 166
countries, 30 OECD member countries and 136 other
members of the IMF. The Committee was informed that
120 countries, from all regions, are expected to complete
the questionnaire, including all 30 OECD members. All
but eight of these participants are expected to agree to have
their results published. Once the results have been
processed, they will be placed on the Committee’s web
page, replacing the 2001 results. Metadata for 54 countries
were disseminated on the IMF’s website in early 2005.

Task Force on the Feasibility of Conducting a
Coordinated Direct Investment Survey

The Committee discussed the work of the Task Force
on the Feasibility of Conducting a Coordinated Direct In-
vestment Survey. The Task Force was set up in 2004, fol-
lowing the Committee’s endorsement at its 2003 meeting
of the proposal by the IMF’s STA to the IMF’s Executive
Board to undertake a feasibility study as a possible pre-
cursor to a CDIS. Such a survey would build on the suc-
cesses of the CPIS and SIMSDI. STA had advised the
Executive Board of the potential value of a CDIS, in light
of the key importance of direct investment data and the
discrepancies in the existing data. It also advised the
Board of the complexities of such an undertaking. The
department had stressed the importance of conducting a
feasibility study before embarking on what would repre-
sent a much more ambitious exercise than either the
CPIS or SIMSDI.

The feasibility study and the work on direct investment
for the new balance of payments manual are to be done
in tandem. Work was needed on various methodological
issues before a full survey could be carried out. The fea-
sibility study is to be carried out in conjunction with the
OECD and other international organizations with an in-
terest in direct investment statistics and simultaneous
with the work being undertaken by the DITEG, so that
the CDIS, should it proceed, will be based on the
methodological standards in the new balance of pay-
ments manual and the new Benchmark Definition of For-
eign Direct Investment.

The Task Force comprises the ECB, Statistical Office
of the European Communities (Eurostat), the OECD,
United Nations Conference on Trade and Development
(UNCTAD), and the IMF; it met three times in 2004. Its
meetings have also been attended by representatives
from Australia, Belgium, Hong Kong SAR, South Africa,
the United Kingdom, and the United States. The Task
Force considered the survey’s reference date, whether
data should be collected on income and financial trans-
actions, whether end-of-period assets data should be col-
lected, or whether the survey should be restricted to lia-
bilities positions only, as well as which jurisdictions
should be asked to participate.

In view of the complexity of direct investment relation-
ships, the difficulties involved in obtaining consistent val-
uation principles (given that most direct investment enti-
ties are not listed), as well as the problems involved in
coordinating a large survey of this nature, the Task Force
proposed that the survey be conducted as of end-2009.
The Task Force felt that delaying the reference date to
2009 has many advantages. Among these are the fact that
the revised standards on direct investment that will be in-
cluded in the new balance of payments manual and the re-
vised Benchmark Definition will not be available until
2006,12 at the earliest. The Task Force felt that basing a
CDIS on the current standards might limit its usefulness,
especially if the survey were to be repeated. Waiting until
2009 also has the advantage of coinciding with the United
States’ benchmark survey on outward direct investment—
there are clear synergies and analytical benefits from con-
ducting a CDIS at the same time that the largest direct in-
vesting country undertakes such a survey, as asset data
from the United States could be compared, on a bilateral
basis, with the data for the counterpart liabilities. A fur-
ther advantage of waiting until 2009 is that it would give
countries time to prepare for the survey. Four years’ lead
time is comparable to the time between the decision to
undertake the first CPIS and its reference date.

The Task Force also proposed that the survey should be
limited, at least initially, to liabilities positions data (bro-
ken down by counterpart country), although it felt that
assets positions data (also by counterparty) might also be
collected, at least from those jurisdictions with signifi-
cant outward direct investment. The Task Force pro-
posed, at least for the first such survey, should it proceed,
that information be limited to the immediate counter-
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party. While data on ultimate beneficial owner/ultimate
destination (UBO/UD) are very useful, the Task Force
was of the view that extending the scope of the survey to
UBO/UD would impose too heavy a burden.

In addition, the Task Force determined that about 80 ju-
risdictions should be invited to participate in the feasibil-
ity study, with sufficient participation from every region.
Limiting participation in the survey to approximately
that number would maximize the benefits of the exercise
without imposing too heavy a load on the resources of
the IMF.

Accordingly, the Task Force prepared a questionnaire to
be sent to possible participants in a CDIS. The question-
naire seeks, among other things, to gauge their willing-
ness to participate in a CDIS if it were to be conducted as
of end-2009 and to identify obstacles or potential method-
ological problems that may affect the comprehensiveness
of the data collected under such an international initiative.
The questionnaire also seeks some bilateral data. Indica-
tions of countries’ willingness to participate will be in no
way binding. The Task Force intends to dispatch the ques-
tionnaire in the (northern) spring of 2005, so that re-
sponses can be tabulated and a report prepared for the
IMF’s Executive Board by the end of 2005.

Most members of the Committee strongly supported
most of the Task Force’s proposals, but some felt that the
number of invitees might be increased, given that some
countries may become more important destinations of di-
rect investment over the next five years. The Committee
recognized the difficulties involved in conducting a suc-
cessful CDIS. Among these, the Committee felt that a
common basis for valuing direct investment positions
would be the most problematic. Members also noted that
obtaining creditor data for inward direct investment that
goes via third-party jurisdictions (such as SEIFiCs)
would be very important for several important recipients
of direct investment that may not participate in a CDIS.
Given the proposal that data not initially be collected on
a UBO/UD basis, such information would be missed, as
a decision was made not to invite SEIFiCs to participate
in a CDIS (given the considerable commitment of their
limited statistical resources to the CPIS). The Committee
emphasized the need for a solution to this problem.

Remittances

The Committee received a paper from the United King-
dom on statistics on remittances. Other papers that were
also considered in this context included one from the
OECD’s Round Table on Sustainable Development and
one from the UNSD on the development of a statistical
framework for measurement of remittances.

The paper from the United Kingdom informed the Com-
mittee about a set of actions agreed to by the G-8 at its
meeting in June 2004 to promote private-sector-led actions
to help alleviate poverty. The paper noted that one way to
achieve this goal is through the facilitation of remittances
to help families and small businesses. G-8 countries have
set up a number of actions to measure remittances, both in
their own countries and with developing countries, includ-
ing pilot partnership programs. The paper also noted that
there is limited information available on remittances,
which acts as a constraint on policymaking. The G-8 has
stressed the need to improve the data on remittances and
to make them internationally comparable. The establish-
ment of a statistical working group has been proposed, to
be led by the World Bank. The group also would include
government agencies that compile balance of payments
statistics, both from the G-8 and from other countries,
along with technical experts from international organiza-
tions, including the IMF.

The paper noted that, because compensation of em-
ployees’ and migrants’ transfers may also be relevant
within the context of this initiative, the balance of pay-
ments framework is likely to be central to the exercise.
Unfortunately, data on these series are not considered to
be of a very high quality even at the aggregate level, let
alone for bilateral data, which is where most of the focus
is likely to be.

In this regard, the paper from the OECD’s Round Table
on Sustainable Development provided valuable compar-
isons across countries and regions. While recognizing the
data limitations, the paper pointed out that, for example,
most remittances and compensation of employees (they
were treated together, as published data frequently do not
draw a distinction) recorded by OECD countries were to
other OECD countries, and that most payments recorded
from non-OECD countries were with other non-OECD
countries.

The paper on the statistical framework to measure the
movement of persons, prepared by UNSD, takes a
broader scope than Mode 4 as defined in the General
Agreement on Trade in Services (GATS). Mode 4, in a
strict sense, focuses exclusively on the supply of services
through the presence of natural persons of one country in
the territory of another country. The proposed framework
is designed to obtain a more in-depth picture of the eco-
nomic impacts of the temporary movement of persons in
the home and host countries, as well as more reliable es-
timates of economic indicators such as gross domestic
product and remittances, and, by extension, gross na-
tional income and gross national disposable income. The
paper also discussed the choice of variables to analyze
the economic impact of the movement of persons and, in
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particular, identified the need to develop a common def-
inition for remittances.

The Committee was apprised that a meeting on remit-
tances, including statistical issues, was to be hosted by
the World Bank in early 2005 (STA was present at this
meeting).

The Committee found these papers to be very interest-
ing and revealing. The Committee felt that it would be
appropriate to request the World Bank to ask the G-8 to
confirm that the balance of payments framework would
be used and, if so, that the balance of payments classifi-
cation is appropriate for policy needs. It was agreed that,
once confirmation is received, the TSGMNP should take
aspects of this issue forward. The Committee was also
advised that the government of the United Kingdom is
offering to provide funds to assist developing countries
in implementing surveys on remittances.

The HIPC Initiative

The Committee considered a paper from the IMF on the
statistical treatment of transactions and positions arising
from the HIPC Initiative and Exceptional Finance. As the
HIPC Initiative was launched well after the publication
of BPM5, there has been concern among compilers that
the current framework does not adequately address some
of the HIPC debt-related transactions. Among the princi-
pal areas of concern are: (i) the classification of transac-
tions once agreements are reached in principle and be-
fore their signing and implementation; (ii) measurement
of savings (transfers) arising from reductions of interest
to concessional levels; and (iii) identification and classi-
fication of transfers, including those dealing with HIPC
Trust Funds. Of particular note was the importance of
correctly treating transfers to be sure that the savings be-
havior recorded by the parties involved is not presented
in a manner that might be misleading for economic
analysis and policymaking.

In 1996, the IMF and the World Bank together designed
a framework to provide special assistance to HIPCs that
made a commitment to programs supported by both in-
stitutions. The HIPC Initiative allows eligible countries
to benefit from a reduction in the present value of the
stock of their external debt to sustainable levels, in ex-
change for continued efforts in macroeconomic stabiliza-
tion, structural adjustment, and poverty reduction. In
1999, the Enhanced HIPC Initiative was introduced to
strengthen the link between debt relief, poverty reduc-
tion, and social policies through deeper and more rapid
debt relief to a larger number of countries.

The paper included a series of particular questions that
had been addressed to the Committee. These included:

(i) the statistical treatment of the debt service falling due
under the Paris Club Agreements and during debt-service
moratoria; (ii) economic transfers arising from conces-
sional lending; (iii) rescheduled payments arising from
the accrual of interest; (iv) the separation of current from
capital transfers in exceptional financing; and (v) the
treatment of income accruing in the HIPC Trust Funds.

The Committee found the paper to be very valuable be-
cause it addressed many of the issues that needed clarifi-
cation. A further paper providing methodological guid-
ance on the specific issues raised will be considered at
the Committee’s next meeting.

International Financial Statistics

The Committee was informed about the international fi-
nancial statistics maintained by the BIS: 38 jurisdictions
participate in the provision of data on a locational basis
(these data are assembled on the same residence basis as
the balance of payments); 30 jurisdictions provide data on
a consolidated basis. Of the latter, all but 9 (all smaller ju-
risdictions) provide data on an ultimate risk basis, consis-
tent with the BIS definition. Most participating central
banks submit their data to the BIS within 12–13 weeks of
the end of the period. As of end-2004, the BIS will be col-
lecting enhanced consolidated banking data that will cover
more detailed and comprehensive data on country risk ex-
posures on an ultimate risk basis, including exposures
from derivative instruments.

For data on foreign exchange and derivatives markets,
the Committee was advised that a record 52 countries par-
ticipated in the 2004 BIS triennial survey. The survey was
conducted in two parts. The first part was the collection of
data on turnover in foreign exchange and OTC derivatives
market activity on a locational basis for April 2004. The
second part was the collection of data at end-June 2004 for
positions outstanding on OTC derivatives market activity
on a consolidated basis. Nondeliverable forwards (NDFs)
were identified separately. Preliminary results were re-
leased on the BIS’s website (http://www.bis.org) in
2004,13 and final results became available in March 2005.
Data quality of the survey was improved by: (i) clarifica-
tion of the definition of “dealers” and “in-house” or re-
lated-party deals; (ii) improved definition of the dealer
concept in order to better distinguish between inter-dealer
trades and those with end customers; (iii) use of a sales
desk basis, as opposed to a trading desk basis; and (iv) pro-
vision of illustrative examples for respondents on how to
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determine the location of trades. The BIS also collects and
publishes statistics on most OTC financial derivatives on a
semi-annual basis, covering stock data on notional and
market values on a consolidated basis, from approximately
60 major dealers in the G-10.

The Committee was informed that the BIS makes its se-
curities database available, without charge, on its web-
site. The database covers most international securities,
but the coverage of domestic securities is not as compre-
hensive: at present, 42 jurisdictions (mostly central
banks) provide data on domestic issues. These data are
compared with various other data sources to maximize
the data quality.

Reporting Under BPM5

The Committee reviewed the progress countries were
making in reporting balance of payments and IIP data to
the IMF’s STA on the basis of the classification system
of BPM5, as well as the use of electronic reporting. For
the 2004 Balance of Payments Statistics Yearbook—

• 160 countries reported balance of payments data
using the coding system of BPM5 (compared with
157 in 2003).

• 162 countries reported in electronic form (compared
with 158 in 2003), 9 of which report in EDIFACT (the
same as in 2003).

• 33 countries are now reporting using the STA’s web-
based Integrated Correspondence System, an increase
of 13 from 2003.

• 105 countries now report quarterly balance of pay-
ments statistics to the IMF (up from 100 in 2003).

• A growing number of countries are reporting IIP data:
for 2003, there were 84 comprehensive reporters (an
increase of one from 2003), and a further 14 provided
partial IIP data (up from 12 the year earlier).

Other Issues

The Committee also received papers on: (i) the estab-
lishment of a revisions policy for India’s balance of pay-
ments data, which also explored various techniques for
analyzing revisions; (ii) developments in the United
States toward the collection of data on financial deriva-
tives; (iii) the development of Japan’s internet reporting

system; (iv) the reengineering of the collection and pro-
cessing of business statistics at the Australian Bureau of
Statistics; (v) a series of seminars in 2005, to be con-
ducted by STA, on the data template on international re-
serves and foreign currency liquidity to review experi-
ences; and (vi) a report on the work of the Interagency
Task Force on Finance Statistics. The Committee was
also given a presentation on the evolution of the French
reporting system since the inception of the EMU.

V. Future Work Program

Appendix 3 sets out in detail the medium-term work
program agreed by the Committee in 2004. Subjects are
ranked by priority. The rankings are not intended to re-
flect the absolute importance of each topic but rather to
reflect the relative priority assigned to each topic by the
Committee, given the limited time and resources avail-
able for research and investigation.

Top priority for the Committee is updating the BPM5
and direct investment issues. For updating the BPM5,
STA and other members of the TEGs will prepare and
disseminate several draft chapters of the new manual, in-
cluding incorporating the work of BOPTEG, DITEG,
and CUTEG. For issues relating to direct investment, the
IMF’s STA will provide a progress report of the Task
Force on the Feasibility of Conducting a Coordinated Di-
rect Investment Survey, including the results of the ques-
tionnaire to be sent to potential participants.

High priority is accorded to the CPIS, the development
of a CSDB, remittances, the HIPC Initiative, metadata on
direct investment, data quality, and reserve assets.

The Committee gave medium priority to global imbal-
ances, implementation of BPM5, international trade in
services, third-party holdings, reverse transactions, exter-
nal debt and the IIP, and international financial statistics.

A paper by STA on “short” positions was accorded a
low priority.

VI. 2005 Meeting

In view of the tight timetable for the preparation of the
new balance of payments manual and the consequential
early resolution of issues still outstanding, the Commit-
tee held its 2005 meeting on June 27–July 1, 2005. The
meeting was held at the IMF Headquarters, in Washing-
ton, D.C.
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1. The Committee will oversee the implementation of the rec-
ommendations presented in the Report on the Measure-
ment of International Capital Flows and in the Report on
the World Current Account Discrepancy, advise the IMF on
methodological and compilation issues in the context of
balance of payments and international investment position
statistics, and foster greater coordination of data collection
among countries.

2. The Committee will bring to the attention of the IMF new
developments that impact on the compilation of statistics
of cross-border transactions or related stocks of financial
assets and liabilities, and work with the IMF in determin-
ing how these activities should be treated in accordance
with BPM5.

3. The Committee will investigate ways in which data collec-
tion can be better coordinated among countries, with a
view, inter alia, to facilitating the exchange of statistics
among countries (e.g., bilateral transactions or stock data).
It will also identify related areas for study and determine
how work in those areas should be carried forward.

4. In carrying forward its work, the Committee will collabo-
rate with other national compilers and with appropriate in-
ternational organizations.

5. In consultation with the IMF’s Statistics Department, the
Committee will determine its work program and will meet
under IMF auspices at least once a year.

6. The Committee will prepare an annual report for presenta-
tion to the Managing Director of the IMF.
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Appendix 3
Medium-Term Work Program of the IMF Committee on 

Balance of Payments Statistics: End-December 2004

Subject Issue Action

Top Priority

Updating BPM5 Draft several chapters of the new balance of pay- Papers and draft chapters by IMF staff and 
ments manual and prepare methodological other members of technical expert groups
documents for consideration by the Committee 
and technical expert groups

Coordinated Direct Feasibility study Report by IMF staff on the work of the Task 
Investment Survey Force on the Feasibility of Conducting a 

Coordinated Direct Investment Survey,
including results on the survey of potential
participants, and progress towards making
recommendations to the IMF Executive
Board

High Priority

Coordinated Portfolio Results of the 2003 and 2004 CPIS IMF to publish results of 2003 CPIS and 
Investment Survey process 2004 CPIS; report by IMF staff on

2003 results

Conference on use of the CPIS database To be organized by the Bank of Spain, in 
collaboration with the IMF

Remittances Request by G-8 summit for improved data on Reports by UN on activities of the Technical 
remittances Sub-Group on the Movement of Natural 

Persons—Mode 4 and by the IMF on 
international meeting at the World Bank

Development of Centralized Operationalization of the ECB’s Centralized Report by the ECB
Securities Database Securities Database

Heavily indebted poor Treatment of HIPCs in balance of payments Paper by IMF staff
countries and the IIP

Metadata on direct investment Survey of Implementation of Methodological Progress report by IMF staff and OECD on 
Standards for Direct Investment the 2003 survey; IMF to publish country

metadata
Promote use of SIMSDI metadata IMF to contact countries and international or-

ganizations; Australia to prepare paper for
Balance of Payments Newsletter

Data quality India’s revisions policy India and IMF to prepare paper for Balance
of Payments Newsletter of the STA

Reserve assets Definition of reserve assets Paper by IMF staff

Medium Priority

Global imbalances Indication of imbalances in global balance of Paper by IMF staff
payments statistics

Implementation of BPM5 Update on implementation and practical Paper by IMF staff on BPM5 reporting to the 
difficulties in implementing BPM5 IMF’s STA

International trade in services Implementation of Manual on Statistics of Paper by OECD on activities of the Task 
International Trade in Services Force on Statistics of International Trade in

Services
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Subject Issue Action

Third-party holdings of Consultation with potential respondents Progress report by technical group
portfolio investment

Reverse transactions Statistical treatment of repurchase agreements, Report by working group on reverse 
securities lending, gold loans, and gold swaps transactions, including proposed solutions

External debt and IIP Improve reporting of external debt data within Paper by IMF staff on developments at 
the IIP framework Interagency Task Force on Finance Statistics

International Financial Use and improvement of international financial Paper by BIS
Statistics statistics

Low Priority

Portfolio investment Statistical treatment of short positions Paper by IMF staff
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