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How does the SNA
measure banks’ output

Banks normally make money by charging higher
rates of interest on the loans they make than they
pay on the deposits they hold

However, in the SNA, output cannot be measured
simply as interest receipts because interest is
classified as property income, not as a produced
service

But excluding interest from the calculation of
output will lead to a very small or even negative
value added

To avoid the paradox of showing a prosperous
industry with negatlve value added, national
accountants “impute” an additional component to
the output of banks to cover the services that
banks provide to their customers
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The implicit financial services provided in Al Lkl Gleadll Coua g oy da 58l illiaal) plas b
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Intermediation services indirectly measured, or
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The financial services provided include record Allall 3 ) pliall 5 ¢ A gauall 3 18] 5 ¢ lalaall

keeping, safekeeping, quick and convenient
access to funds, payment facilitation, risk
management, liquidity management, and
advice



Calculation of FISIM :
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These services are a substitute for explicit fees whg ¢ Glaadllday peall o gu 3l (e Dby Cilaadll oda s
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= Depositors, by accepting to receive a lower
Interest rate on deposits
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STUDIES IN METHODS -2
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A System of )
National Accounts
and

Supporting Tables

i

1953 SNA

Output valued as
“excess of investment
income accruing to
banks over deposit
interest accruing to
their depositors”

1968 SNA

Property income from
investment of banks’
own funds excluded.
Imputed bank services
treated as
intermediate
consumption of a
notional industry, and
the (negative) effect
on value added
associated with these
services shown on a
separate line and not
assigned to any kind
of activity.
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1968 SNA

1993 SNA
First use of the term
A SYSA-'II-'FUN‘IAL “FISIM” and of the
UF N “reference rate
ACCO UNTS method”
Recommended

allocation to uses for
intermediate and final
consumption, and
exports, but allowed
allocating to a notional
industry

2008 SNA

FISIM applies only to
loans and deposits
(excludes other
property income)
All loans and deposits
included (e.g. loans
from own assets,
moneylenders)
Requirement to
allocate FISIM to uses
for intermediate
consumption, final
consumption or
exports.

~
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2008 SNA

System of
National
Accounts
2008

Flows and Stos

Post-2008 SNA

®
Post-2008 SNA
Clarifications on scope,
reference rate, and
volume measures
Inclusion of liquidity
transformation
services
Different reference
rates for different
currencies

Multiple approaches
for reference rate
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This has two important effects:
= Compromised comparability
= Potential underestimation of GDP

Olagae o) 5l 4l 12a
4 jlaall J8l L6 =
Hlaay) Aaall mlill e Jaiaal) Jalail) =



Main areas of divergence

Measurement of output

Some Arab countries still follow the 1968 SNA

Not yet adopted the reference rate method
Introduced in the 1993 SNA

— FISIM includes property income that is not
considered a produced service

— Output and value added of FISIM producers
do not accurately reflect productive activity
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Main areas of divergence A ) CAAY) cYlag
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Main areas of divergence

Inclusion of liquidity transformation services

Some countries follow a "costs of funds"
approach to calculate FISIM

= The reference rate differs for individual
financial institutions

— Liquidity transformation services not
iIncluded in FISIM

— GDP likely understated

Should a single reference rate for an entire
economy for a given currency
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Updating the
InNternational standards

Islamic finance is one of the research items for the
update of the system of national accounts (2025 SNA)

Islamic Finance Task Team

= Formed by the Intersecretariat Working Group on
National Accounts (ISWGNA) and the Committee on
Balance of Payments Statistics (BOPCOM) in 2020

= Secretariat: United Nations Statistics Division
(UNSD), Economic and Social Commission for
Western Asia (ESCWA)

Main objective: provide guidance on the treatment of
Islamic finance in the national accounts and external
sector statistics, including:

*= Terminology

= Sectorization and output of Islamic financial entities
= Classification of financial instruments and income

" Reference rates to calculate Islamic FISIM
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Islamic FISIM

Measurement of output

= Using the 2008 SNA FISIM formula to calculate the financial
intermediation services provided by Islamic deposit-taking
corporations

Instrument scope

= |nclusion of financial instruments like Qard, Wadiah, Amanah,
and Qard-hasan in the bundle of deposits/loans to calculate
FISIM and SNA interest as the Islamic financial corporation is
basically providing a service, such as safe keeping and
maintaining records of loans, and that service element should be
accounted for.

= Use of total deposits and total loans as opposed to the
instrument-by-instrument approach

The reference rate to use in the formula

= Single / different reference rate(s) for conventional and Islamic
FISIM

= Countries invited to conduct empirical tests
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Summary

There is wide variation in adoption of the
2008 SNA to measure and allocate
FISIM

This compromises comparability and
potentially underestimates GDP

IMF / METAC technical assistance may
be provided to better measure FISIM

The international standards are being
updated to include Islamic finance —
countries are invited to contribute to the
process

INTERNATIONAL MONETARY FUND
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