CONTENTS

Letter to the Government and the Finance Committee of the Knesset ................. iii
Chapter 1 The Economy: Developments and Policies ...............ccuucu..... 1
Chapter 2 Output and Demand
1. Main DeveloOpments .........ouvierueauiiiineeneientinienneaeanaenaene 19
2. Total Use of RESOUICES ....ocevvviriiiriiniriieeiiiiieinenieriennns 38
3. Investment and Capital Stock .............cooooiiiii, 38
4. Private Consumption and Saving ................c.cocviivnieennnen. 41
S. Savings, Investment and the Current Account ..........c...c....... 43
6. Principal Industries .............coooiiiiiii i 44
Chapter 3  Prices
1. Main Developments ........coieiiiiiiiiiiiiiiieniiiiinneenenenens 71
2. Determinants of Prices .......c.ccovvviiiiiiiiiniiiniinieeiiinieeennes 82
3. The Development of Prices ............coooiiiiiviiiiininiiiiiinnns 87
Chapter 4 Employment and Wages
1. Main Developments ...........ccevuviiiiiieriiniiiiieieniiieaninanens 88
2. The Population and the Civilian Labor Force ....................... 94
3. Employment and Labor Input ..........ccccccoovrmmiminmemnenennnnen. 96
4. Unemployment ...t 99
5. Wages ............ S e 103
6. IMmIgration ........coiviuviiiinii i 108
Chapter 5  The Public Sector
1. Main Developments .......ooviiiiiiiiiiiiiiiicce 111
2. Fiscal POLiCY ..oooviiiiiiiiiiii e e 116
3. Defense Consumption .........c.oeeivuininineneinininraenerenenanens 123
4, Taxes, Transfer Payments, and Subsidies, and Transfers ........ 125
Chapter 6 The Balance of Payments .
1. Main Developments ............ccovviiiiiiiiiiieniiiiiiiiiiienannes 128
2. The Current ACCOUNE .......eiviiiriiiiiiiiereniiiieateanerennanns 133
3. The Capital AcCCOUnt ......coccoiiiiiiiiiiiiiiieieiceie e 146
4. The External Debt and the Reserves ...........cccovvviievninninnnns 154
Chapter 7  Money and Capital Markets
1. Main Developments .........c.ooviniiiiiiininiiiiiiininiirnarnannaes 158
2. Monetary Policy .......cocoviiiiiiiiiiii e 163

CONTENTS



Chapter 1
1.1
1.2
1.3
1.4
1.5
1.6
1.7

1.8
1.9

Chapter 2
2.1
2.2

2.3
24

2.4a
2.5

2.6
2.7
2.8
2.9
2.10

2.11

2.12
2.13

3. The Monetary Aggregates, Credit, and Interest .................... 176

4. The Public’s Portfolio ........cooevvviiriniiiiiieiiiiiiicieeenn, 184

S, Wealth oo 189

6. The Capital Market ........cocvevviiveeniiiiieiiin e eeienenes 191
TABLES

The Economy: Developments and Policies

Main Economic Indicators, 1986-93 ...........ccooeiiiiiviiiiiinine., 1
Business-Sector Growth Rate, 1986-93 ....... ettt i areeeea, 3
GDP and Aggregate Demand, 1986-93 ...............c.o.ooiiininine, 5
The Labor Market, 1986-93 .......ccoiiiiiiiiiiiiiiii e 7
Prices, 108703 .. it e 8
Balance of Payments, 1986-93 .............ccoiiiiiiiiiiiiiiin 10
The Rate of Saving, Investment, and Balance of Payments on

Current Account, 1986-93 .. ..., 12
General Government Deficit, 198693 ..........cciiiiiiiiiiiiinn, 13
Monetary Indicators, 1987-93 ... ...t 15
Output and Demand
Resources and Use of Resources, 1981-93 ................. e 20
Product and Productivity of the Business Sector,

by Industry, 1981-93 ... ..ot 21
Business-Sector Product, Factors of Production,

and Productivity, 1961-93 ........corviiiiiiiriin e, 23
Demand for Business-Sector Use of Resources and

Product: Tradables and Nontradables, 1981-93 .................... 26
Tradables and Nontradables: Use of Resources, 1981-93 ............ 27
Indicators of Business-Sector Profitability and

Investment, 1982-93 ... i e 28
Gross Domestic Investment, by Type of Asset, 1981-93 ............ 29
Capital Stock, by Industry, 1981~94 ........cccoviviiiiiviiiiianinnne, 30
Nonresidential Investment by Sector, 1981-93 .............c.coe.ene. 32
Private Disposable Income and the Saving Rate, 1989-93 ........... 36
National Saving, Investment, and the Current Account,

108103 Lot e e aean 37
Use of Resources Deriving from Demand for

Business-Sector Product, 1990-93 .............oeiiiiiiiiinininnnnn. 38
Industrial Indicators, 1980-93 ... .....cciiiiiiiiiiiiiiiaas 46
Industrial Production, Exports, and Investment, 1980-93 ........... 48

BANK OF ISRAEL: ANNUAL REPORT 1993



2.14
2.15

2.16
2.17
2.18
2.19
2.20

Chapter 3
3.1
3.2
3.3
3.4
3.5

Chapter 4
4.1
4.2
4.3
4.4
4.5
4.6

4.7
4.8
4.9
4.10
4.11
4.12
4.13
4.14

Chapter 5
5.1

5.2
5.3

TABLES

Indicators of Agricultural Production, 1987-93 ...................... 50
Output and Prices of Transport and Communications,

1986-93 . 56
Investment in Transport and Communications, 1986-93 ............. 58
Indicators of Construction Activity, 1972-93 ............cooieieienen. 59
Housing Construction, by Initieiting Sector, 1970-93 .................. 62
Principal Trade and Services Indicators, 1988-93 ...................... 67
Private-Sector Services Product, 1989-93 .........coccoeiiinniieeen. 68
Prices
Selected Price Indices, 1970-94:1 .........coovriiiiiiiiiiniicinnnnnn. 72
Prices of Tradables and Nontradables, 1989-93 ....................... 73
Main Components of the Consumer Price Index, 1983-93 ........... 76
Selected Price Indices and Exchange Rates, 1990-93 ................. 77
Price Developments: Related Indicators, 1987-93 ..................... 79
Employment and Wages
Principal Labor Market Indicators, 1981-93 ........................... 89
Labor Market Indicators, 1989-93 .........cc.ooiiiiiiininnnnnn, 90
Sources of Population Growth, 1986-93 .................c.cooeiea. 91
Israeli Labor Force, Selected Data, 1980-93 ...........ccovivvinnnnn 93
Structure of Employment of Israelis, 1981-93 ......................... 95
Business-Sector Employment and Labor Input,

by Industry, 1988-93 ... ..., 97
Indicators of Employment of Workers from the Administered

Areas in Israel, 1984-93.. ... ..o, 98
Indicators of the Depth of Unemployment, 1988-93 .................. 100
Real Wages per Employee Post, 1981-93 ..............oooiininnn, 102
Change in Real Hourly Wage of Israelis and all Employed

Persons, 1987-93 .., 104
Real Wages per Employee Post, by Industry, 1985-93 .............. 106

Immigrants in the Labor Market, Principal Indicators, 1991-93 ..... 107
Occupational Distribution and Education Indicators

of Immigrants, 1990-93 ..........cociiiiirii 108
Distribution of Immigrants by Industry, 1991-93...................... 109
The Public Sector
General Government: Receipts, Expenditure, and Deficit,

108093 ... e 112
General Government Receipts and Expenditure, Current and

Capital Accounts, 1986-93 ..........c.occoiiiiiiiiiiiii 114

General Government Expenditure by Type of Intervention,

vii



54
5.5
5.6
5.7
5.8
5.9
Chapter 6
6.1
6.2

6.3
6.4

6.5
6.6

6.7
6.8

6.9

6.10
6.11

Chapter 7
7.1

7.2
7.3
7.4
7.5
7.6
7.7
7.8
7.9A
7.9B
7.10

viii

1980293 ..o, e 119

Temporary Expenditure (Net), 1989-93 ...l 120
General Government Domestic Deficit, 1987-94 ............ e 121
Direct Demand of General Government, 1989-93 ..................... 122
Indicators of Defense Consumption, 1980-93 ..................ceels 123
Taxes, Subsidies, and Transfers, 1980-93 ................c.oiinas 124
Estimated Value of Allowances, 1990-93 ...............ooiininn, 127
The Balance of Payments

Selected Balance-of-Payments Indicators, 1980-93 ................... 129
Goods and Services Account, 1990-93 ..................... SO 131
Net Balance of Payments, 1989-93 ..............cooiiiiiiiiininn 134
Contribution to Change in Imports and Exports,

by Main Trade Areas, 1990-93 ... 136
Merchandise Exports (f.0.b.), 1990-93 ... 138
Merchandise Imports (c.i.f.), by Economic Destination,

1990-93 ... 140
Import Taxation, Selected Years, 1980-93 ................c.coi 143
Capital Imports and the Gap Between Domestic and

World Interest Rates, 1990-93 ... .. .ciiiiiiiiiiiiiien 145
Investment in Israel by Nonresidents and Investment

Abroad by Residents, 1988-93 ........c.coovvviiiiii 151
Assets and Liabilities in Foreign Currency, 1989-93 ................. 156
The External Debt Burden, 1988-93 .. ..o, 157
Money and Capital Markets
The Principal Monetary Aggregates, and Changes in the CPI,

1990-93 ... 162
Financial Assets of the Public in the Commercial Banks

and the Bank of Israel, 1989-93 ...........c..oooiiii 164

- Selected Interest Rates, 1990-93 ..........ccccovciiiiiiiiiiiininnnn, 168
Changes in the Monetary Base ................cccoiiiiin, 170
Sources of Change in Unindexed Local-Currency Assets

1990-93 ..ot 171
Domestic Budget Deficit, (Consolidated Balance Sheet

of Central Government and Central Bank), 1990-93 ............... 174
Commercial Bank Credit to the Public, 1991-93 ...................... 179
Mortgage Banks, Credit Flows and Balances, 1990-93 .............. 181
Financial Asset Holdings of the Public, 1991-93 .................... 185
Real Change in Financial Asset Holdings of the Public,

199103 L e 186
Estimated Wealth of Nonfinancial Private Sector, 1988-93 .......... 190

BANK OF ISRAEL: ANNUAL REPORT 1993



7.11
7.12
7.13
7.14

Al0
All
Al12
Al3
Al4

Chapter 2
2.1

2.1a
2.2
2.3
2.4

2.5

TABLES

Principal Stock Market Indicators, 1991-93 ... 192

Principal Bond Market Indicators, 1991-93 ...............c.ooooinils 193
Assets of Mutual Funds, 1991-93 ... .. ..o 195
Assets of Provident Funds, 1988-93 .........cccovvivirviniiiiinninnnns 196
APPENDIX TABLES
Resources and Use of Resources, 1961-90 ...............c..coeveneen. 198
Product and Productivity of the Business Sector,
by Industry, 1961-90 ..........ccooviiiiiiiiii 201
Gross National Product and Disposable Income, 1971-90 ........... 204
Selected Price Indices—A, 1960-93 .........cooociiiiiiiiiinii, 206
Selected Price Indices-B, 1982-93 .........ccocoiiiiiiiiniininennn, 207
Main Components of the Consumer Price Index, 1986-93 ........... 208
Labor Market Indicators, 1960-93 ...........ccociviiimincninrnicnnnn. 210
The Labor Market—Rates of Change of Real Wages
per Employee Post, 1962-93 ..o 211
Principal Components of General Government Receipts
and Expenditure, 1960-93 .........ccoiiiiiiii 212
Taxes, Subsidies, and Transfers, 1960-93 ...l 218
Imports, Exports, and the Import Surplus, 1975-93 .................. 221
Industrial Exports and Merchandise Imports, 1975-93 ............... 223
Balance of Payments Account, 1976-93 ................c.coii 225
Assets, Credit, and Interest Rates, Selected Data, 1973-93 .......... 226
FIGURES
Output and Demand
Civilian Import Surplus/GDP Ratio, and
Relative Prices, 1981-93 ..o 24
Civilian Import Surplus/GDP Ratio, and
Relative Prices, 1988-93 ..., 25
Private Saving and Disposable Wage Income as
Proportion of Total Disposable Income, 1965-93 .................. 31
Indices of Private Consumption as Proportion of
Disposable Income and Disposable Wage Income, 1980-93 ...... 34
Rate of Saving, Investment, and the Current Account,
1976-03 o 41
Gross National Saving Rate, by Sector, 1960-93 ..................... 43



2.6
2.7

2.8
2.9

Chapter 3
3.1
3.2
33
34

Chapter 4
4.1
4.2
4.3
4.4

Chapter 5
5.1
5.2

5.3

Chapter 6
6.1
6.2

6.3

Chapter 7
7.1
7.2
7.3
7.4
7.5
7.6
7.7

Investment in Infrastructure, 1965-93 .. ......coviviiiiiiiiiiniiinnnnns 57
Government-Initiated Residential Construction as

Proportion of Total Residential Construction, 1980-93 ............ 61
Building Starts by Location, 1990-93 ..........ccccceiveviiniiiiinicnns 63
Composition of Trade and Services Product, 1993 ..................... 66
Prices
Rates of Change of Various Price Indices, 1990-94:1 ................. 74
Relative Price Indices, 1987-94 ..........ccooiiiiiiiniiiinnnnecenaann. 75
The CPI, 1987-93 ... e 78
Production Cost Changes, 1987-93 .............ccooiiiiiiiiniinn, 80
Employment and Wages
Immigration, 1965-93 ... ..o e 92
The Labor Force, Employment, and Unemployment, 1985-93 ...... 94
Unemployment, 1983-93 ..., 99
Average Real Wages per Employee Post, 1983-93..................... 103
The Public Sector
Debt/GNP Ratio, 1983-93 ... ..o 117
Average Direct Tax Rates on Wage and Nonwage

Income, 198093 ... i e 118
The Composition of Taxes, by Type of Tax, 1980-93................. 126
The Balance of Payments
Investment by Residents in Foreign Securities, 1989-93 ............. 147
The Sheqel Exchange Rate Against the Currency Basket

and the Dollar, 1991-94 ........cccccvviiinininiiiniiiinn, 149
Ratio of External Debt to Exports and GNP, 1966-93 ................. 155
Money and Capital Markets
Nominal Interest Rates, 1990-93 ................. P 169
The Monetary Aggregates, 1991-93 ...........cooiiiiinniinnnnnn, 177
Bank Credit, 1991-93 ... ... 182
Yield to Maturity on Treasury Bonds, 1990-93 ...........cccouenn.ee 183
Index of Total Real Return on Financial Assets, 1988-93 ............ 187
Ratio of Shares Index to Business Sector Product, 1976-93 ......... 189
Real Average Net Yields to Maturity of CPI-Indexed

Bonds in the Secondary Market, 1988-93 .................coeeeeln. 194

BANK OF ISRAEL: ANNUAL REPORT 1993



