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Annual Report of the IMF Committee
on Balance of Payments Statistics

|. Introduction

The IMF Committee on Balance of Payments Statistics
was established in 1992 to oversee the implementation of
the recommendations contained in the reports of two
IMF Working Parties! that investigated the principal
sources of discrepancy in global balance of payments
statistics published by the Fund; advise the Fund on
methodological and compilation issues in the context of
balance of payments and international investment posi-
tion statistics; and foster greater coordination of data col-
lection among countries. The membership of the Com-
mittee as of December 31, 1996, and its terms of
reference are presented in Appendices 1 and 2, respec-
tively. In 1996, two meetings of the Committee were
held—one in Washington, D.C. (April) and the other in
Singapore (October).

In 1996, the Committee expressed its support for the
launch of the Special Data Dissemination Standard
(SDDS) by the Fund in response to a request by the In-
terim Committee of the Board of Governors of the Fund.
The standard, which is voluntary, has four features: cov-
erage, periodicity, and timeliness of data; access by the
public; integrity of the disseminated data; and quality of
the disseminated data. The data categories covered in-
clude those viewed as most important for assessing
macroeconomic performance and policy. The SDDS pre-
scribes that balance of payments data be published on a
quarterly periodicity, within three months of the end of
the quarter. A guide to assist countries in their prepara-
tions for the implementation of the standard has been
produced, and an electronic bulletin board has been es-
tablished on which members provide information about
the data disseminated under the standard.

This annual report is structured as follows. Section |1
presents the Executive Summary. Section |11 provides an
overview of statistical discrepanciesin the global balance
of payments statistics published by the Fund's Statistics
Department. Section 1V discusses the Committee’s work
program during 1996, and Section V concludes with a

Working Party on the Statistical Discrepancy in World Current Ac-
count Balances (Final Report, September 1987) and Working Party
on the Measurement of International Capital Flows (Final Report,
September 1992).

discussion of the issues that the Committee plans to ad-
dress in the coming year.

I1. Executive Summary

Recent Trends in Global Balance of Payments
Statistics

Balance of payments statistics reported to the Fund and
published in the 1996 Balance of Payments Statistics Year-
book continue to revea sizable discrepancies in global
summations of current, capital, and financial account
transactions. In principle, the world current, capital, and fi-
nancial accounts should each sum to zero, but this does not
happen in practice because of different recording practices
among countries with respect to coverage, vauation, clas-
sification, and timing of cross-border transactions. Al-
though the overall imbalances in the world current and fi-
nancia accounts have trended downward in recent years,
they mask rising imbalances and erratic swings in several
standard components that make up these aggregates.

In the global current account, the data show an excess
of recorded debits over credits ($82 billion in 1995),
which is related mostly to a persistent underrecording of
investment income credits from abroad. For global trans-
actions in goods, where the recorded export figures typi-
cally exceed recorded imports, the discrepancy has
widened substantially in recent years, rising from only
$16 billion in 1990 to $115 hillion in 1995.

In the global financial account, the recorded values of
transactions in foreign liabilities exceeded the corre-
sponding asset measures by $69 billion in 1995, down
from apeak of $155 billionin 1991. However, among the
standard components that constitute the financial ac-
count, the data show widening discrepancies, especially
for portfolio investment transactions where recorded in-
flows (liabilities) exceeded outflows (assets) by nearly
$150 hillion in 1995.

Committee Work Program

As in previous years, preparations for the conduct of a
coordinated portfolio investment survey in respect of
year-end 1997 continued to be central to the Committee's
work program. Considerable progress was made.
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Table 1. Global Balances on Current Account, 1989-95
(In billions of U.S. dollars)
1989 1990 1991 1992 1993 1994 1995
Current account balance -94.9 -127.8 -120.0 -114.1 -80.4 -78.8 -82.4
Trade balance 17.0 16.1 29.7 44.3 73.3 96.9 114.6
Service balance -36.3 -44.9 -45.7 -35.5 -26.9 -17.8 -30.2
Transportation -41.0 -46.7 —48.6 -53.4 -55.6 -59.7 —72.6
Travel 8.2 10.7 14.9 13.1 23.3 22.0 23.6
Government services -14.4 -13.6 -32.9 —-23.7 -11.5 -9.7 -10.5
Other services 10.9 4.7 20.8 28.5 16.9 29.5 29.3
Income balance -55.9 —66.6 —69.8 -81.3 -82.1 -102.5 -123.2
Compensation of employees 4.7 7.1 -7.0 -8.7 -9.2 -9.6 -9.2
Reinvested earnings 28.6 50.5 46.3 37.0 44.1 44.4 52.2
Other direct investment income 6.2 -8.2 -0.7 2.3 -2.9 -1.7 -18.1
Portfolio and other investment income -86.0 -101.8 -108.4 -111.8 -114.1 -135.7 -148.1
Current transfers balance -19.7 -32.4 -34.1 -41.7 —44.7 -55.4 -43.5
Memorandum items
Current account balance as percent
of gross current account transactions 1.0 1.2 1.1 1.0 0.7 0.6 0.5
Trade balance as percent of gross
goods transactions 0.3 0.2 0.4 0.6 1.0 1.2 1.2
Service balance as percent of gross
service transactions 2.5 2.5 2.5 1.8 1.3 0.8 1.2
Income balance as percent of gross
income transactions 3.8 3.8 3.9 4.4 4.4 5.1 5.0
Current transfers balance as percent of
gross current transfer transactions 4.7 6.1 5.1 6.7 7.6 9.1 6.6
Source: International Monetary Fund, Balance of Payments Statistics Yearbook, Volume 47, Part 2 (Washington, D.C., 1996).

In 1994, the Committee had created a task force to de-
cide upon the technical specifications of the Coordinated
Survey, with amandate to report by end-March 1996. The
task force met its mandate. It produced the Survey Guide
on the Coordinated Portfolio Investment Survey (Survey
Guide) to advise on how to conduct a portfolio survey,
proposed how to ensure continued cooperation in the pro-
ject at the international level, and made recommendations
regarding the eventual data exchange. With its mandate
completed, the task force was dissolved in 1996.

In September 1996, the Fund hosted a meeting of na-
tional compilers for the Coordinated Survey. This meet-
ing was attended by 36 compilers from 29 countries. A
review of the state of preparation revealed that, in gen-
eral, many industrial countries are adapting existing col-
lection systems and, therefore, have reasonably well-
advanced plang/intentions, whereas among emerging
economies, the state of preparation varies. Many country
representatives who were at the meeting indicated an in-
tention to collect information in addition to that required
for participation in the Survey. The meeting proved an

excellent opportunity for compilers to share experience
on issues of concern in preparing for a portfolio invest-
ment survey, and, in principle, it was agreed that a sec-
ond meeting would be held during the preparatory stage,
perhaps in the middle of 1997.

In the context of the Coordinated Survey, the Commit-
tee also discussed in 1996 the coverage of securities held
as reserve assets. It decided that the supply of data on
these securities would not be linked to country participa-
tion in the Survey but that the Fund should organize a
separate exercise to collect the required information for
year-end 1997.

Work on the methodological treatment of financial de-
rivatives was a central element in the Committee's work
in 1996. The Committee received, and endorsed, the re-
port of the Informal Group on the Measurement of Fi-
nancial Derivatives, which the Fund convened in April
1996. Further work was accomplished as a consequence
of the report, including papers on the issues of financia
derivatives and the asset boundary, a statistical defini-
tion of financial derivatives, the treatment of net income
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arising from interest rate swaps, and margining prac-
tices.

The Committee gave greater priority than in previous
years to statistics on trade in goods. The Committee dis-
cussed with a representative of the United Nations' Sta-
tistical Division the proposed revision to the United Na-
tions guidelines on external trade statistics and reviewed
developments in trade reporting systems in Russia and
among the European Union countries.

The Committee continued to monitor the progress
being made on the project to enhance international bank-
ing statistics. Also, the idea of creating a securities data-
base for statistical purposes was considered, building on
the willingness of the Association of National Number-
ing Agenciesto provide statisticians with accessto its ex-
tensive databases.

During the year, the Committee reviewed the progress
countries are making both in reporting their balance of
payments data and international investment position data
to the Fund on the basis of the classification system of
the fifth edition of the Fund’s Balance of Payments Man-
ual (BPM5) and in reporting electronically. Among the
subjects of papers reviewed by the Committee were for-
eign portfolio investment in Canadian bonds; the mea-
surement of accrued interest on bonds in France; a com-
parison of the bilateral balance of payments data between
Germany and Portugal; the new Italian tourism reporting
system; electronic processing of data in Japan; the rec-
onciliation of money and banking and balance of pay-
ments statistics, and quality control of balance of pay-
ments statistics in the Netherlands; and links with
suppliers and users of datain the United Kingdom.

The Committee heard reports from the European Mon-
etary Institute (EMI) on the progress toward producing
meaningful extra-European Monetary Union (EMU) fi-
nancial account and investment income data, based on the
conceptual framework contained in BPM5, and from the
Australian Bureau of Statistics on the work of the Trade
and Investment Data Review Working Group of the Asia-
Pecific Economic Cooperation (APEC) Forum.

[11. Recent Trendsin Global Balance of Payments
Statistics

Introduction

The data published in the 1996 Balance of Payments
Satistics Yearbook reveal sizable discrepanciesin global
summations of the balance of payments data reported to
the Fund. Although the overall imbalances in world cur-
rent and financial account transactions have trended

downward in recent years, they mask rising imbalances
and erratic swings in severa standard components that
make up these aggregates. It should be noted that dis-
crepancies in some of the balance of payments compo-
nents may arise because not all countries reporting to the
Fund have converted their national systems to the classi-
fications and definitions of BPM5 introduced by the
Fund only in 1995 for the publication of balance of pay-
ments statistics. At present, about 100 of the Fund's
members report data in the format of BPM5. It should
also be stressed that many offsetting errors and omis-
sions are not reflected in the net imbalances shown in
Tables 1 and 2.

Global Current Account

The globa current account data presented in Table 1
show an excess of recorded debits over credits of $82 bil-
lion in 1995, about the same as in the previous two years
but down nearly one-third from the levels in the early
1990s. The imbalance in 1995 was equivalent to one-half
of 1 percent of the gross value of current transactions.

The lower discrepancies in recent years mask a deteri-
oration in the datafor several standard components of the
world current account, particularly in the recording of in-
vestment income—the main contributor to the shortfall
in recorded credits—and goods transactions. Recorded
investment income payments, excluding reinvested earn-
ings of direct investment enterprises, exceeded receipts
by $166 hillion in 1995, which was nearly 50 percent
higher than the figure recorded in the early 1990s. To im-
prove the quality of these data is one of the objectives of
both the Coordinated Portfolio Investment Survey and
the project to enhance the international banking statistics
for use in the balance of payments.

For goods transactions, the discrepancy is in the other
direction, with credits exceeding debits by $115 hillion
in 1995. The imbalance in the recording of trade flows
has widened sharply since 1990, when it amounted to
only $16 hillion. In the last three years, the imbalance
represented 1 percent of the value of gross trade flows.
One factor contributing to the imbalances in recent years
is the introduction in 1993 of a new trade reporting sys-
tem in the European Union (EU) as a consequence of the
development of a single European market. On January 1,
1993, Intrastat—a survey of businesses that engage in
trade with other EU member states—was introduced to
replace the customs-based recording system that was em-
ployed before 1993. The published data on intra-EU
trade show an excess of credits of about $65 hillion in
1995, which is believed by Eurostat to reflect an under-
estimation of intra-EU imports.
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Table 2. Global Balances on Capital and Financial Accounts, 1989-95
(In billions of U.S. dollars)
1989 1990 1991 1992 1993 1994 1995
Capital account balance 4.9 11.6 7.8 12.3 9.9 5.2 10.9
Financial account balance 58.9 102.2 155.3 134.1 78.6 90.6 69.3
Direct investment -29.1 -34.1 -39.5 —24.6 -11.6 3.2 19.2
Abroad -222.9 -235.3 -193.4 -190.5 -221.9 =227.7 -297.3

In the reporting economy 193.8 201.2 153.8 165.9 210.3 231.0 316.4

Portfolio investment 37.9 16.1 711 101.5 132.6 74.6 148.6
Assets -294.5 -186.4 -332.5 —-354.6 -554.8 -327.1 -412.5

Liabilities 3324 202.5 403.6 456.2 687.4 401.8 561.1

Other investment 58.6 153.3 145.6 86.5 22.6 47.1 -38.4
Assets -670.4 -580.5 18.5 —-284.9 -409.4 —252.2 -644.8

Liabilities 728.9 733.8 127.1 3714 431.9 299.2 606.4
Reserves -56.6 -92.8 -54.2 -68.9 -99.3 -104.2 -191.8
Liabilities constituting foreign

authorities’ reserves 48.0 59.7 32.3 39.5 34.3 69.9 131.7
Memorandum items

Current account balance -94.9 -127.8 -120.0 -114.1 -80.4 -78.8 -82.4

Net errors and omissions 31.2 -43.2 -32.2 -8.1 -17.0 2.1

Source: International Monetary Fund, Balance of Payments Statistics Yearbook, Volume 47, Part 2 (Washington, D.C., 1996).

Note: In the financial account, no sign in the balances indicates an excess of recorded inflows over outflows; a negative sign indicates an excess
of recorded outflows. The data for liabilities constituting foreign authorities’ reserves for 1989 were derived from information on the composition of
reserve flows contained in the Report on the Measurement of International Capital Flows; data for 1990-95 were derived from information collected
by the Fund from a sample of large reserve-holding countries.

The global discrepancy in services transactions has re-
mained relatively stable, averaging $34 billion ayear over
198995, with debits exceeding credits. However, theim-
balances in selected services transactions widened con-
siderably during this period, notably in the measurement
of transportation services, where recorded debits ex-
ceeded credits by $73 billion in 1995, compared to $41
billion in 1989. For current transfers, recorded debits also
exceed credits. The discrepancy averaged some $40 hil-
lion ayear over 198995, representing between 5 percent
and 9 percent of the underlying gross transactions. As part
of its medium-term work program, the Committee is
planning to undertake research into these discrepancies.

Global Capital and Financial Accounts

The overall imbalance in the capital account amounted
to $11 billion in 1995. This account was first introduced
in BPM5, and many countries have not yet adapted their
collection systems to gather complete data on these
transactions. The bulk of the data reported relates to cap-
ital transfers and some overlap may exist with the esti-
mates on current transfers.

The discrepancy in the measures of global cross-bor-
der financial flows has declined considerably in the last
three years. Recorded financial inflows (liabilities) ex-
ceeded outflows (assets) by $69 billion in 1995, down
from a peak of $155 billion in 1991. Among the stan-
dard components that make up the financial account,
there were, however, large swings in the discrepancy in
portfolio investment transactions and in other invest-
ment transactions excluding direct investment and re-
serves. Since 1991, there emerged a large positive dis-
crepancy (credits exceed debits) on portfolio
investment flows, whereas the positive discrepancy usu-
ally seen in other investment transactions contracted
during the period.

The Committee, in its work program, is addressing
these discrepancies through the Coordinated Portfolio
Investment Survey and the project to enhance the inter-
national banking statistics for use in the balance of pay-
ments. In particular, it is hoped that the benefits arising
from the Coordinated Survey will be seen in transactions
data through the spread of best practices among coun-
tries, implementation of more consistent methodol ogi cal
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Box 1. Instrument Composition of Foreign Exchange Reserve Assets

The Report of the Working Party on the Measurement of International Capital Flows (Godeaux Report), published in Sep-
tember 1992, viewed global discrepancies within individual components of the financial account as providing important clues
as to measurement flaws in the system as awhole, especially for securities and banking claims. However, discrepancies within
individual components can arise from the asymmetric classification of instruments held as reserve assets: assets are classified
as reserve assets, while liabilities are classified by type of instrument, that is, as securities, deposits, etc. To achieve a clearer
picture of private sector capital flows asymmetries, the Working Party conducted a survey of the instrument composition of for-
eign exchange reserve asset from the creditor side. In other words, they asked creditor countries about the instrument compo-
sition of their foreign exchange reserve assets and used the information received to adjust the appropriate liabilities data at the
global level in order to produce global data by component. In all, 32 countries participated in the Working Party’s survey.

Encouraged by the information acquired through its survey, the Working Perty, in its final report, recommended that “ national
authorities should make regular reports, on a confidential basis if necessary, to the Fund on the composition of their foreign ex-
change reserves transactions by type of financia instrument.” The Fund followed up this recommendation, and each year con-
ducts a survey of the instrument composition of foreign exchange reserve assets (INFER) of the major reserve-holding coun-
tries. The information collected is used to compile the global accounts, which are published in Table 2 of this report and in the
Balance of Payments Yearbook (Part 2).

Since the INFER survey began, the response rate has generally been good. For the 1996 survey (covering 1995 data), 31 coun-
tries provided information, and a further 31 provided appropriate information in their standard balance of payments returns to
the Fund. The respondent countries accounted for about 80 percent of the world’s foreign exchange reserves at year-end 1995.
The position data reported in the INFER survey are normally consistent, or can be reconciled, with that published in Interna-
tional Financial Satistics, but in al but a few submissions, the transactions data in the INFER survey do not sum to the total
foreign exchange reserves transactions data reported in the balance of payments. This discrepancy reflects the use of different
compilation systems for the two submissions. Where appropriate, Fund staff adjust reported INFER data to bring them closer
to that reported for the balance of payments. The objective of the exerciseis to produce the best and most reliable estimates for
the instrument composition of the foreign exchange reserves, in order to adjust the instrument composition of the balance of
payments at the global level. As total foreign exchange reserves have continued to grow since the Godeaux Report ($900 bil-

lion at end-1991; $1,270 billion at end-1995), the need for the INFER survey remains.

approaches across countries, and the investigation of po-
tential new data sources.

The global data on portfolio investment transactions
show an excess of recorded inflows of nearly $150 bil-
lion in 1995, double the level of the previous year but in
line with high levels that emerged in 1992-93. Most of
theimbalance is centered on bond transactions ($109 hil-
lion). Although the overall imbalance for other invest-
ment transactions is small, the sign of the imbalance
shifted to anegative $38 hillion (debits exceed credits) in
1995 from a positive $47 billion in 1994. There are sev-
era classification issues that may have a significant im-
pact on these standard components, including:

« differences among countries in the recording of cross-
border transactions in repurchase agreements (some
countries report them as securities transactions [port-
folio investment] whereas others record them as col-
lateralized loans [other investment]);

* nonreporting by countries of separate data on transac-
tionsin money market instruments as part of portfolio

investment, because they have not yet converted to the
BPM5 classification; and

« imprecision in the estimation of liabilities constituting
foreign authorities' reserves—data that are essential
in order to derive symmetric measures of financial
flows in the different categories of financial claims
(see Box 1). Portfolio investment liabilities are likely
to be overstated in the global data because some sig-
nificant reserve-holding countries do not report infor-
mation to the Fund on the instrument composition of
their transactions in foreign exchange reserves. Also,
in other cases, the reported instrument data do not
aign with the reported balance of payments data.

In general, classification issues, such asthe above, have
the potential to create greater distortions in the global fi-
nancial account data than in current account items.

The discrepancy in direct investment transactions has
remained relatively small and in most years arises from
an underreporting of data on reinvested earnings. At pre-
sent, only about 75 countries report such data to the
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Fund. In 1994 and 1995, there were sizable discrepancies
in other direct investment transactions (i.e., excluding
reinvested earnings), with credits exceeding debits by
$47 billion and $72 hillion, respectively.

V. Work Program Undertaken by
the Committee—1996

The Committee had a heavy work program in 1996.
Considerable progress was made in preparing for the
1997 Coordinated Portfolio Investment Survey. Most no-
tably, the Survey Guide was published, and a meeting of
national project managers was held in September 1996.
The Committee also gave high priority to methodologi-
cal work relating to financial derivatives and to statistics
on trade in goods. In addition, the Committee continued
to monitor the project to enhance international banking
statistics, and it discussed the possibility of sponsoring
the development of a securities database for statistical
purposes. Progress in countries’ conversion to the classi-
fication of the Fund's BPM5 was reviewed. The Com-
mittee also commented on a range of discussion papers
and received reports on devel opments in balance of pay-
ments statistics at the regional level.

The 1997 Coordinated Portfolio | nvestment Survey

Asreported in the 1994 and 1995 Annual Reports, coun-
tries are planning to conduct, under the auspices of the
Fund, a coordinated portfolio investment survey of the
stock of assets in the form of cross-border equities and
bonds in reference to year-end 1997. This survey was rec-
ommended by the Final Report of the IMF Working Party
on the Measurement of International Capital Flows
(1992). The potentially beneficia impact of this initiative
isunderscored by the continuing large discrepanciesin the
global balance of payment statistics on portfolio invest-
ment capital flows and the difficulties that many countries
have encountered in accurately recording the growing vol-
ume of cross-border activity in portfolio securities.

In 1994, the Committee set the following objectives for
the Coordinated Survey:

* to improve the statistics on cross-border holdings of
securities, as well as provide a check on the coverage
of portfolio investment financial flows and associated
investment income data; and

* to exchange comparable data among participating
countries (respecting confidentiality constraints) in
order to improve countries’ estimates of their external
portfolio investment liabilities as well as associated fi-
nancial flows and investment income data

Also in 1994, the Committee requested that the Fund
establish a task force of expertsin the field of portfolio
investment compilation to draw up detailed technical
specifications for conducting the Coordinated Survey.
The Committee set a deadline of end-March 1996 for the
task force to complete its work. The composition of the
task force and its terms of reference are presented in Ap-
pendices 4 and 5, respectively. The task force met its
mandate. Its final report was discussed by the Committee
at the April 1996 meeting.

Final Report of the Task Force

Six specific duties were set for the task force: the first
four concerned the need to draw up detailed specifica-
tions of information required for countries to achieve the
objectives of the survey; the fifth related to setting the
timetable for the project; and the sixth to the dissemina-
tion of the results. For full details of the task force's du-
ties, see Appendix 5.

In meeting the first four duties, the task force produced
the Survey Guide. The Survey Guide, published by the
Fund in August 1996, provides comprehensive advice on
how to conduct a portfolio survey. Although produced
primarily to assist compilers from those countries partic-
ipating in the Coordinated Survey, the Survey Guide, by
bringing together in one document the expertise of many
of the most experienced compilersin this field of statis-
tics, is a publication of value and relevance to any com-
piler undertaking a survey of portfolio investment. For
this reason the Fund sent a copy of the Survey Guide to
all its balance of payments correspondents. More infor-
mation on the Survey Guide is provided in Box 2.

In relation to the timetabl e, the task force felt it wasim-
portant that compilers keep the Fund informed of their
own national timetable but also that the Fund create the
opportunity for national compilers to share and discuss
issues of common concern, arising from implementing
the Survey, both among themselves and with the Fund.
The task force made two important recommendations in
this regard: first, the Fund should organize a meeting of
national compilers in September 1996; and, second, the
Fund should establish a network of compilers.

The Committee accepted these recommendations. In
early September, the Fund hosted a meeting of national
compilers at which 36 country representatives attended
from 29 of the 37 countries that have indicated a willing-
ness to participate in the Survey. A review of the state of
preparation revealed that, in general, many industrial
countries are adapting existing collection systems and
therefore have reasonably well advanced plans/intentions,
whereas among emerging economies, the state of prepara
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Box 2. Survey Guide on the Coordinated Portfolio I nvestment Survey

The Survey Guide was written to assist national compilersin preparing for the Fund's 1997 Coordinated Portfolio Investment
Survey (referred to henceforth as the Coordinated Survey). It should be a valuable source of information for compilers of any

country embarking upon a portfolio investment survey.

The Survey Guide has two main purposes:

« to set out the objectives of the Coordinated Survey; and
« to provide practical advice on how to prepare, organize, and conduct the national survey.

Comprised of four chapters plus eight appendices, the Survey Guide is arranged as follows:

* The first chapter presents the purpose, scope, and modalities of the Coordinated Survey.

« The second chapter covers collection methods, the potential units to be surveyed, and the degree of detail required. Prac-
tical experience clearly indicates that there is no one best method of compiling portfolio investment data; each country
must take account of its own financia structure and particular circumstances.

« The third chapter covers a variety of technical issues that a country must address when conducting a survey. These in-
clude the treatment of different types of securities, the method of geographic attribution, the valuation of securities, the
difference between direct and portfolio investment, and the treatment of particular types of transactions that could cause
double counting. The Survey Guide strongly emphasizes the practical approach to these issues.

« The fourth chapter covers the practical issues associated with preparing for a national survey. These include setting a
timetable, taking account of the legal and confidentiality issues raised, developing a mailing list, choosing from types of
software packages that can be used, and maintaining quality control checks.

* Finally, the appendices provide three model survey forms—one for a survey of custodians and end-investors on a secu-
rity-by-security basis; the second, for an aggregate survey of custodians and end-investors; and the third, for an aggregate
survey of end-investors. The appendices aso include a short summary of the Coordinated Survey’s objectives that can be
presented to potential respondents, a glossary of security terms, flowcharts on client/custodial relationships, a listing of
the major security databases that national compilers may find useful in their work, and a method for reconciling portfo-

lio investment position and transactions data.

tion varies. Many country representatives who were at the
meeting indicated an intention to collect information in
addition to that required for participation in the Survey.

The meeting proved an excellent opportunity for compil-
ers to share experience on issues of concern in preparing
for aportfolio investment survey. Indeed, the degree of in-
teraction and discussion among participants was notable.
The Fund isfacilitating contact on an ongoing basisby es-
tablishing the network of compilers, as recommended by
the task force. Thiswill allow inexperienced compilersthe
opportunity to raise issues and problems with a wider au-
dience. Also, there was agreement, endorsed by the Com-
mittee, to hold a second meeting, in the middle of 1997, to
resolve action points arising from the first meeting, to con-
sider the experiences gained from pilot projects being run
in anumber of countries, and to focus on other issues that
emerge over the coming months.

Concerning the dissemination of the results, the task
force made five recommendations: The Fund should be
provided with documentation on how countries con-

ducted their survey, on its scope, and on the quality of
data compiled; the Fund should act as the central clear-
inghouse for the provision of data among countries, re-
specting confidentiality constraints; bilateral compar-
isons of data were to be encouraged; the project should
be targeted for completion in 1999; and the Fund
should write to nonparticipating countries informing
them of the completion of the Coordinated Survey pro-
ject and the availability of data. Finaly, following the
completion of the Coordinated Survey, the task force
recommended that the Fund's Statistics Department
prepare for the Committee a paper evaluating from a
technical viewpoint the conduct of the Coordinated
Survey, drawing out in particular the lessons learned,
with a view to recommending possible future steps de-
signed to improve statistics on international portfolio
investment.

The Committee accepted all the recommendations of
the task force. With its mandate compl eted, the task force
was dissolved.
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Securities Held as Reserve Assets

In 1996, the Committee addressed the issue of the cov-
erage of securities held as reserve assets within the con-
text of the Coordinated Survey. Information on these se-
curities is important for the bilateral exchange of data,
because excluding these securities would cause a signif-
icant understatement of portfolio investment liabilities,
particularly for those countries whose securities are com-
monly held as reserve assets. The bilateral exchange of
information is an important element of the Coordinated
Survey.

The Committee decided that the supply of data on se-
curities held as reserve assets would not be linked to
country participation in the Coordinated Portfolio I nvest-
ment Survey but that the Fund should organize a separate
exercise to collect the required information for year-end
1997. The Committee agreed that as afirst step, the Fund
would write to the appropriate national authorities of sig-
nificant reserve-holding countries during 1997 explain-
ing the importance and purpose of the exercise and ask-
ing for their support.

Financial Derivatives

During 1996, discussions on the methodological treat-
ment of financial derivatives were an important element
in the Committee’s work program. When the 1993 Sys-
tem of National Accounts (1993 SNA) and BPM5 were
drafted in 1992, only a limited number of statisticians
were knowledgeabl e about financial derivatives, and few,
if any, had experience in collecting data. As experience
deepened and became more widespread, there inevitably
were requests for clarification and amplification of the
text of the 1993 SNA and BPM5.

In 1994, the Committee created a small informal expert
group to provide clarification and guidance on the treat-
ment accorded in the 1993 SNA and BPM5 to interest
rate swaps and variation margins related to financial de-
rivatives. This group reported to the Committee in 1995.
Out of this work arose the idea of creating a new infor-
mal group representing different fields of statisticsto re-
view experience in applying the new balance of pay-
ments and 1993 SNA standards and to advise on issues
related to implementation with the objective of amplify-
ing or clarifying the methodologies as needed.

The Informa Group on the Measurement of Financia
Derivatives met in April 1996. Among its members were
experts in national accounts, balance of payments, and
monetary and financial statistics, as well as a representa
tive from the U.S. Financial Accounting Standards Board
(FASB). Officids from the Fund's Research Department
were also present. The meeting produced areport that in-

cluded a set of recommendations that was presented to
the Committee and to the IMF Expert Group on Mone-
tary and Financial Statistics, which met, in November
1996, in conjunction with the finalization of the Manual
on Monetary and Financial Statistics. The Informal
Group made only recommendations; any changes to the
methodology contained in the 1993 SNA can be initiated
only by the Intersecretariat Working Group on National
Accounts.

In reviewing experience in implementing international
standards, the Informal Group concluded the following:
Cooperation among all national statisticians collecting fi-
nancial derivatives data (e.g., banking, financial ac-
counts, or balance of payments data, etc.) should be en-
couraged; and supervisory and accounting requirements,
such asthose used to mark derivative instruments to mar-
ket, have assisted economic stetisticians in the collection
of position data. The Group aso concluded that separate
approaches to reporting entities are required, because the
needs of economic statisticians and banking supervisors
for financial derivatives data differ; for instance, supervi-
sors require data on a global consolidated basis, whereas
economic statisticians require data on a residency basis.

With regard to clarification and amplification of the in-
ternational standards, the Informal Group focused itsdis-
cussions on those issues of most concern. These encom-
passed the inclusion of financial derivatives within the
financial asset boundary; the possible need to develop a
definition of financial derivatives to facilitate delineation
of the financial asset boundary; the possibility that, in
principle, derivatives could exist within a number of fi-
nancial asset categories; the conceptual treatment of in-
struments that could give rise to property income
flows—in particular, interest rate swaps and forward rate
agreements (FRAS); and margining arrangements in na-
tional markets. In addition, participants shared experi-
ences on the treatment of repurchase agreements and se-
curities lending arrangements. Many participants noted
the convergence of treatment of these transactions as col-
lateralized loans.

The Committee discussed the methodological issues
arising from the Informal Group’s report at its October
meeting. In particular, the Committee addressed the is-
sues of financial derivatives and the asset boundary, the
treatment of net settlements arising from interest rate
swap contracts, and margining arrangements.

The Committee focused its attention on the trestment of
interest rate swaps. A joint paper written by the Aus-
tralian Bureau of Statistics, the Bundesbank, and the
Bank of England made the case that these net settlements
should be classified as financial, rather than as current
account, transactions, as recommended in the interna-



tional manuals. The main argument in the 1993 SNA and
BPM5 in favor of including these net settlements in the
current account is that end-users enter into interest rate
swapsto ater the cost of capital and, hence, the effective
interest rate paid. The authors of the joint paper felt that
the expansion of interdealer business and the associated
declinein the proportion of trades directly involving end-
users has substantially broken the link between settle-
ment payments and the cost of capital. The authors felt
that the tendency in marketsisto regard the holding of an
interest rate swap contract as the acquisition of a finan-
cial asset/liability for which the return comesin the form
of trading gains and losses. The authors proceeded to
provide further justification for their argument both on
conceptual and practical grounds.

Committee members were impressed by the quality of
the arguments displayed in the joint paper. However, no
consensus was reached. Some members supported the
central proposition of the paper, while others expressed
reservations.

The large mgjority of experts at the mid-November meet-
ing of the Expert Group on Monetary and Financial Ste-
tistics favored the change of recording settlement pay-
ments on interest rate swaps and FRAs as financia
account transactions in derivatives. It was agreed that this
issue would be placed on the agenda of a second informal
group meeting of experts in the measurement of financia
derivatives, to be held probably in the spring of 1997. The
Fund will prepare a paper for this second meeting, which
will bring together the various strands of work undertaken
in this field, with the intention of placing an agreed paper
before the Committee at an autumn 1997 meeting, and
then before the Intersecretariat Working Group on Na
tional Accounts for possible changes in the 1993 SNA.

Trade in Goods

In its work program, the Committee gave greater
prominence to trade in goods statistics than in previous
years. This reflected partly methodological work in
progress in other fora and partly the desire of the Com-
mittee to encourage harmonization between this other
work and the methodology of BPM5. The Committee
views the enhancement of links between related statistics
as an important element of its work program, because it
helps reduce respondent burden and duplication of effort
in statistical agencies. In addition, the increasing imbal-
ance in recent years in the global trade in goods account
warranted closer examination.

In May 1996, an Expert Group meeting on trade stetis-
tics was convened by the United Nations with the pur-
pose of revising the Manual on International Merchan-
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dise Trade Satistics, Concepts and Definitions (Trade
Manual). In advance of this meeting, a representative
from the United Nations' Statistical Division briefed the
Committee on the proposed revisions and gave members
the opportunity to comment.

The revised Trade Manual moves toward harmoniza-
tion with the concepts contained in BPM5, although dif-
ferences remain. These differences arise primarily for
practical reasons. For instance, while BPM5 recom-
mends that imports and exports be recorded on an f.o.b.
(free on board) basis, many countries (80 percent) till
record imports on a c.i.f. (customs, insurance, and
freight) basis, because these values are more readily
available. The Committee was divided on the appropri-
ateness of retaining these differences. Some members ar-
gued for complete correspondence between BPM5 and
the trade statistics manual; others stressed the needs of
the various different users of trade statistics and the need
for a practical approach.

The Expert Group meeting asked the United Nations'
Statistical Division to redraft the Trade Manual so that
the concepts and definitions in the 1993 SNA and BPM5
were noted, but it was recognized that the use of customs
administrative records were the predominant source of
data. The final draft of the Trade Manual could be avail-
ablein 1997.

The Committee received reports on the new European
trade reporting system in EU countries and on the record-
ing of trade statistics in Russia.

The European trade reporting system—Intrastat—was
introduced in 1993 to replace customs-based data when
customs barriers were removed as part of the single Euro-
pean market project. The Intrastat system utilized the
vaue-added tax system to identify cross-border trade in
goods. However, there were someinitia problemsin intro-
ducing the new system. There were concerns over the qual-
ity of the data provided and thetimeliness of reporting. The
system was aso seen as adding to the gtatitical burden on
the business community. Some of theinitial problems have
been addressed nonethel ess, and trade statisticians are con-
sidering both short- and long-term measures to further im-
prove the system. These range from, in the short term, sim-
plifying the product nomenclature to, in the long term,
each country collecting only export data and swapping the
information for import data. The introduction of the Intra-
stat system has introduced many issues, including that of
coordination among statisticians in different but related
fields, the problems inherent in introducing new reporting
systems, the extent to which micro- and macroeconomic
statistical needs have to be considered, and the advantages
of collecting trade data at the border.
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The presentation on the Russian trade reporting system
raised a different issue: capturing the activity of resi-
dents who purchase merchandise goods abroad and
bring them back for sale in the domestic economy, that
is, so-called “shuttle trade” For Russia, the amounts in-
volved are significant, covering about 23 percent of total
imports. This activity affects neighboring countries’ data
as well. The Committee will discuss this issue in more
depth in 1997.

I nternational Banking Statistics

The final reports of both IMF Working Parties urged
countriesto consult the international banking statistics as
a potential data source for the compilation and verifica-
tion of balance of payments estimates. These statistics
provide information, broken down by sector and country
of the counterparty, on the international financial assets
and liabilities of banks in the maor banking centers.
These statistics can provide balance of payments statisti-
cians with data on resident positions with banks abroad,
that is, loans from and deposits with banks abroad, which
are believed to be poorly measured in many countries.

The Committee has worked closely with the Bank for
International Settlements (BIS) to enhance international
banking statistics for use in balance of payments compi-
lation. In 1994, the BIS undertook a pilot project to de-
rive changes in banks assets and liabilities excluding
their holdings and own issues of long-term securities,
thiswould align the international banking statistics more
closely with the balance of payments data for loans and
deposits and thus facilitate their use in balance of pay-
ments compilation. After circulating the results of the
pilot project to, and consulting with, its member central
banks, the BIS agreed to make the results from the first
round of estimation, covering end-1993 through end-
1994, available to the Fund and to the balance of pay-
ments compilers of the BIS-reporting industrialized
countries for their collective assessment as to the useful -
ness of the data.

At the request of the Committee, the Fund, in early and
mid-1996, wrote to balance of payments compilers from
countries that do not report international banking data to
the BIS, informing them of the potential availability of
data from the BI'S on written request and providing them
with written information, made available by the BIS, on
how international banking statistics are compiled. Also,
the Fund published an article in the June 1996 issue of
the Balance of Payments Statistics Newsletter on the
work of the Committee and the BIS in this field of sta-
tistics. Separately, the BIS conducted a survey of the 18
industrialized reporting countries, which showed that
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one-third of the countries used the BIS banking statistics
in balance of payments compilation or for checking pur-
poses; another five countries made use of the data for
various analytical purposes; and many of the othersindi-
cated that they wished to use the BIS data in the future
depending on the quality of the data. Almost all the coun-
triesindicated that they would like to receive the banking
data excluding securities on aregular basis.

Work on improving the usefulness of the international
banking data for balance of payments purposes contin-
ues. A number of countries represented on the Commit-
tee refined their data or provided additional information
in 1996. In addition, some offshore centers have indi-
cated that they would consider expanding their reporting
systems in the future.

Securities Database

In conducting its work on the Coordinated Portfolio In-
vestment Survey, the task force expressed interest in
using, for the Coordinated Survey, the International Se-
curities Identification Number (1SIN)—a commercial
code developed to facilitate trading and settlement of in-
ternational securities. However, one key piece of infor-
mation required for balance of payments purposes,
namely, the country of residence of the security issuer in
respect of debt securities, is not obtainable from ISIN
numbers. The Fund and the European Monetary Institute
(EMI) jointly, with the support of the Committee, started
discussionsin 1995 with the international organization—
the Association of National Numbering Agencies
(ANNA)—whose national members allocate the ISIN
codes. While ANNA felt unable to alter the ISIN code, it
did raise the possibility of opening its extensive security
databases to statisticians.

In the light of ANNA's willingness to cooperate, the
Committee in 1996 considered the possibility of spon-
soring the development of a securities database for sta-
tistical purposes. The proposed database would be a step
toward resolving some of the problems related to the col-
lection and harmonization of portfolio investment statis-
tics and perhaps also reduce the reporting burden of re-
spondents. The Ufficio Italiano dei Cambi (UIC)
generously offered to take the lead role and developed
the nucleus of a database, which was presented to Com-
mittee members in October.

Committee members were impressed by the demon-
gtration from the UIC, but there were some questions
raised. These included the costs of accessing ISIN code
information given that the code is the intellectual prop-
erty of the national numbering agencies, the way in
which coverage could be extended, and the further steps



that would be required vis-a-vis ANNA. The UIC felt
that each of these issues could be addressed to the satis-
faction of economic statisticians. Subsequently, the
Committee members, while recognizing the ambitious
nature of the project, aso saw the importance of continu-
ing thisinitiative.

One important factor behind the Committee’s decision
was the view of the national compilers for the Coordi-
nated Survey. At their September meeting, the compilers
had indicated the desirability of a common securities
database to ensure consistent and common classification
of securities across countries. Thus, the Committee rec-
ognized that it might be possible to use the UIC database
for the Coordinated Survey if the ongoing initiative cov-
ered the securities that, in value terms, are most signifi-
cant in cross-border trading and focused, in the case of
each such security, on the characteristics essentia to
meeting the needs of the Survey. The Committee also
proposed that national compilers beinvited to edit thelist
of their nations' securities in developing the database in
time for the mid-1997 meeting of national compilers.
Progress could then be reviewed. In addition, discussions
could begin with ANNA on statistical use of their infor-
mation. The Committee felt that setting clear and limited
objectives and allowing for review would increase the
chances of success for this ambitious project.

Fifth Edition of the Balance of Payments M anual

The Fund's statistical publications included for the first
time, in 1995, balance of payments data according to the
classification system of BPM5, followed in 1996 by the
available international investment position (11P) data. In
preparation for these changes, the Fund's Statistics De-
partment conducted several regional seminars to provide
training to countries in implementing the recommenda
tions of the fifth edition. As of end-1996, 12 seminars had
been given over a four-year period; these were cospon-
sored by regiona international organizations or the na-
tional authorities where the seminar was held. Through the
Japan Administered Account, the Japanese authorities also
contributed significantly to the financing of several semi-
nars. Additional seminars are planned for 1997. Training
in the new balance of payments methodology has also
been provided to country officials through courses offered
by the Statistics Department, the IMF Ingtitute, and the
Joint Vienna Institute, as well as through the Fund's bal-
ance of payments technical assistance missions.

In 1996, the Balance of Payments Textbook was pub-
lished. Like the Balance of Payments Compilation
Guide, the Textbook is a companion document to BPM5.
The Textbook providesillustrative examples and applica-
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tions of concepts, definitions, classifications, and con-
ventions contained in BPM5 and affords compilers with
opportunities for enhancing their understanding of the
relevant parts of BPM5. The Textbook is one of the main
reference materials for training courses in balance of
payments methodol ogy.

In 1996, the Committee reviewed both the progress
countries were making in reporting balance of payments
and 1P data to the Fund on the basis of the classification
system of BPM5 and the use of electronic reporting. The
progress is encouraging. For the 1996 Balance of Pay-
ments Yearbook (BOPSY), over 100 countries reported
balance of payments data using the coding system of
BPMD5, while about 50 countries reported to the Fund in
electronic form. Reporting |1 P data on the basis of BPM5
is not as advanced; for the 1996 BOPSY, only 35 coun-
tries reported data. There is growing recognition in the
Committee of the importance of |1P data.

Country Papers

The Fund recognizes that since the Committee’'s forma-
tion in 1992, there have been many excellent papers pre-
sented to the Committee from national representatives on
their own national practices. Some of these papers have
been summarized in the Fund's biannual Balance of Pay-
ments Satistics Newsletter, but the Fund now intends to
develop a procedure whereby complete versions of these
papers are available to an even wider audience. During
1996, the papers presented by country representativesin-
cluded the following:

« foreign portfolio investment in Canadian bonds;

« measuring accrued interest on transactionsin bondsin
France;

» comparison of the bilateral balances of payments be-
tween Germany and Portugal;

« sample survey on Italian international tourism;
« electronic processing of datain Japan;

« reconciliation of money and banking and balance of
payments statistics in the Netherlands;

« quality control of balance of payments statisticsin the
Netherlands; and

« links with suppliers and users of statistics in the
United Kingdom.

Developments at the Regional Level

In the past year, the Committee has been kept abreast of
developments at the European level and among the Asia-
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Pacific Economic Cooperation (APEC) economies. The
EMI reported on progress toward compiling balance of
payments financial and income accounts data for stage
11 of the European Monetary Union (EMU). The re-
guirements were set out in July 1996. Countries will be
expected to provide monthly, quarterly, and annual bal-
ance of payments data. For monthly data, only certain
key itemswill be required. The quarterly and annual data
requirements follow the conceptual framework of BPM5.
Annual 1P datawill also be required.

The Committee was al so kept abreast of the work of the
Trade and Investment Data Review Working Group of
the APEC economies. The issues addressed by this group
during 1996 were the development and management of a
near comparable APEC trade and investment database,
the supply of bilateral merchandise trade data, and work
on matrices of bilateral data on services, trade, and direct
investment.

The Balance of Payments Statistics Newsletter

The Fund's Statistics Department published two issues
of the Balance of Payments Statistics Newsletter in 1996,
including articles contributed by both Fund and Commit-
tee members. Reflecting the objective of keeping balance
of payments compilers and users of these statistics in-
formed of statistical developments, the Newsletter gave
particular emphasis to the establishment of the Fund's
Special Data Dissemination Standard, the work of the
Committee, and the Coordinated Survey.

V. Future Work Program

In 1996, the Committee developed a medium-term
work program, set out in Appendix 3, to guide its work.
Subjects are ranked by priority. The rankings are not in-
tended to reflect the absolute importance of each topic
but rather to reflect the relative priority assigned to each
topic by the Committee, given the limited time available
for research and investigation.

As in previous years, the top-priority subject for the
Committee remains the preparation for the Coordinated
Portfolio Investment Survey. The other top-priority sub-
jects are the methodol ogical work related to financial de-
rivatives, the conceptual framework and measurement of
trade in services, and harmonization of international
trade statistics. The Committee views the harmonization
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of concepts and development of links between related
fields of statistics as important, not least to help reduce
respondent burden and the duplication of effort in statis-
tical agencies. With this in mind, the Committee will
continue to monitor developments in the revision of the
United Nations' Trade Manual and invite a representa-
tive from the World Trade Organization (WTO) to dis-
cuss the needs of the WTO for trade-in-services data.

As high-priority subjects, the Committee supports a
joint Fund/OECD questionnaire on the implementation
of the recommendations of the international manuals
with regard to direct investment. This questionnaire, to
be sent to al Fund and OECD member countries, will
cover implementation issues relating to income, transac-
tions, and investment positions. This work reflects the
continuing growth in importance of direct investment ac-
tivity. The securities database project will be a high-pri-
ority subject, as will the monitoring of the implementa-
tion by countries of the recommendations of BPM5. The
Committee will also give high priority to reviewing the
implementation of the principle of accrued interest. The
introduction of accrual accounting was one of the most
important changes introduced in BPM5 and in the 1993
NA. In relation to income, there has been considerable
interest among countries represented on the Committee
to share experiences and to clarify the concept.

The Fund intends to survey a selected group of coun-
tries with regard to current and capital transfers data, an
area of growing asymmetries at the global level and one
that has hitherto received little attention. Other medium-
priority issues include a review of the measurement of
insurance services, an update of the work by the BIS to
refine international banking statistics, and a possible
Fund paper on 1P data. Some Committee members also
expressed an interest in learning of progress achieved by
national accounts statisticians on developing estimates
for financial intermediation services indirectly mea-
sured (FISIM). This concept was introduced in the 1993
SNA and is equivalent to reclassifying a portion of inter-
est asfinancial services. Reflecting the views of national
balance of payments compilers, this concept was not
recommended in BPM5. Difficulties in measuring im-
ports, in particular, led balance of payments statisticians
away from the recommendation. But national accounts
statisticians have made progress, and the Committee be-
lieves that it should keep abreast of developmentsin this
field.
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Appendix 2
Terms of Reference of the
IMF Committee on Balance of Payments Statistics

The Committee will oversee the implementation of the
recommendations presented in the Report on the Measure-
ment of International Capital Flows and in the Report on
the World Current Account Discrepancy, advise the Fund
on methodol ogical and compilation issuesin the context of
balance of payments and international investment position
statistics, and foster greater coordination of data collection
among countries.

The Committee will bring to the attention of the Fund 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 Fund in determin-
ing how these activities should be treated in accordance
with BPM5.

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 aso identify related areas for study and determine
how work in those areas should be carried forward.

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

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

The Committee will prepare an annual report for presenta-
tion to the Managing Director of the Fund.



Appendix 3

Medium-Term Work Program of the IMF Committee on
Balance of Payments Statistics: End-December 1996

Subject

|ssue

Action

Top Priority
Coordinated Portfolio
Investment Survey

Financial Derivatives

Trade-in-Services Statistics

Merchandise Trade Statistics

Preparations for the conduct of the year-end
1997 Survey.

Conceptual and measurement issues;
coordination with work at the BIS.

Conceptual framework/classification and
measurement; including financial services.

Harmonization of international trade
statistics; related issues.

Report on the meeting of national compilers to
be held in Washington in June 1997; progress report
on collecting data on securities held as reserve assets.

Review report from the 1997 Informal Group meeting;
BIS to update on implementation of Yoshikuni Group
report, and EMI paper on recording of financial deriva-
tivesin Monetary Union balance of payments.

The WTO to be approached in 1997 to brief on

its requirements on trade in services. Papers from
Canada and the United Kingdom on implementation of
BPMS5 recommendations on services. Information
paper from Italy on travel.

Joint paper from Russia and Germany on “shuttle trade”
Update on progress on the revised Trade Manual.

High Priority
Accrued Interest

Direct Investment Earnings
Including Reinvested Earnings

Implementation of BPM5

Securities Database

Practical application of BPM5 recommendations.

Extent of implementation of BPM5, and
exchange of experiences in compiling these data.

Update on implementation.

Discussion with ANNA and devel opment
of statistical database.

Possible Fund survey on practical implementation.

Fund/OECD survey in 1997 of implementation of
BPMS5/OECD Benchmark Definition of Foreign Direct
Investment. Paper from Chile on re-invested earnings.

Update of IMF paper on BPM5 reporting to the Fund.
Papers from Canada on BPM5 implementation; paper
from Japan on new forex regulations and balance of
payments.

Review outcome of June 1997 compilers meet-
ing. Progress reports from Italy and EMI.

Medium Priority

Measurement of Insurance
Services

International I nvestment
Position

Financial Intermediation
Services Indirectly Measured
(FISIM)

International Banking Statistics

Capital and Current Transfers

Country experiences arising from the practical
application of the BPM5 recommendations.

Development of |IP statistics.

Developments in national accounts.

Use and improvement of international banking
statistics.

Growing asymmetriesin global data.

Papers from Canada and Eurostat.
IMF and EMI papers.

Joint Eurostat/UK paper.

BIS paper.

Fund survey of selected countries.

Low Priority

Quality Assessment and Data
Standards

Bilateral Comparisons

Establishment Trade Data

Deflators

Country work assessing quality; IMF data
standards.

Bilateral comparisons of data, with particular
emphasis on bilateral asymmetries on direct
investment.

Discussion of developments including
determination of domestic and foreign control.

Discussion of appropriate deflators for
international services.

IMF verbal report to the Committee.

Eurostat.

OECD.
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Appendix 5
Terms of Reference of the
IMF Committee on Balance of Payments Statistics
Task Force on Coordinated Portfolio Investment Survey

The IMF Committee on Balance of Payments Statisticsin-
tends to coordinate arrangements, primarily among the
major industrial countries, for the conduct of coordinated
national surveys of cross-border portfolio investment as-
sets (and where feasible, liabilities) in respect of year-end
1997. The objectives of the survey are twofold:

(i) to collect comprehensive information, with geo-
graphical detail, on the stock of cross-border equi-
ties and long-term bonds and notes for use in the
compilation or improvement of international invest-
ment position (I1P) statistics on portfolio investment
capital. The IIP statistics, in turn, can provide infor-
mation to check the coverage of recorded estimates
of portfolio investment capital flows and associated
investment income transactions recorded in the bal-
ance of payments; and

(if) to exchange the bilateral data. When the results of
the survey become available, the participating
countries, with the assistance of the Fund’s Statis-
tics Department, plan to exchange these data
among themselves and with other countries. By ex-
changing comparable data (so far as confidentiality
constraints permit), participating countries should
be able to improve their estimates of nonresident
holdings of their portfolio investment liabilities as
well as associated capital flows and investment in-
come data.

A representative group of collectors and compilers of bal-
ance of payments and international investment position
data—the Task Force on Coordinated Portfolio I nvestment
Survey—is being constituted under the auspices of the
Committee to assist in the conduct of the survey.

Under the direction of the Committee, the Task Force will
have the following duties:

(i) draw up a detailed specification of the minimum
amount of information required to achieve the ob-
jectives of the survey, including issues of valuation,
definition, and classification to be used in the survey
and the expected output from the survey;

(if) draw up model questions and notes for inclusion in
countries’ questionnaires;

(iii) draw up afew model survey designsthat are consis-
tent with the objectives of the survey and assess their
respective costs and merits;

(iv) draw up proposals on whether al or parts of the ex-
ercise should be the subject of pilot investigationsin
one or more countries;

(v) recommend atimetable for carrying out the exercise,
including the preparation and circulation of results;
and

(vi) examine the means of disseminating survey results,
commenting in particular on any confidentiality re-
strictions.

The coverage of portfolio investment should include, at
least, equity securities and debt securities (long-term
bonds and notes). The Task Force will make every effort to
conform to the concepts, definitions, and valuations set out
in BPM5. In carrying forward its work, the Task Force will
aso take account of the work undertaken by the OECD
Working Group on Harmonized Investment Definitions.

The Task Force will determine the frequency and timing of
its meetings. After each meeting, the Task Force will sub-
mit asummary of the discussion to the Committee and will
present a final report to Committee by March 31, 1996.
The Committee may then reconstitute the Task Forceto re-
fine the scope of the exercise.

6. ThelMF's Statistics Department will act as Secretariat.
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