Central Statistics Office Balance of Payments

Background Notes (updated March 2018)

Introduction

Ireland’s balance of payments (BOP) quarterly statistical compilation system was completely overhauled in
the late 1990’s to strengthen sectoral and enterprise coverage in basic data collection; adopt best international
methodological standards; conform more closely with international presentation formats; and provide for
geographical analysis of the results. The improvements facilitate the production of data required by the
European Central Bank (ECB) and the EU Commission (Eurostat) to compile balance of payments statistics
for the EMU and EU areas. The needs of other international organisations (such as IMF and OECD) as well
as those of national users have also been catered for.

A description of the methodology is given below. It follows as far as possible the recommendations of the
IMF’s Balance of Payments Manual - 6th Edition (BPMG6) published in 2009. These recommendations were
prepared in close co-operation with the European Commission (Eurostat), the OECD and other international
organisations.

Definition of balance of payments

The balance of payments (BOP) is a statistical statement that summarises, for a specific time period, the economic
transactions of the residents of an economy with the rest of the world. It consists of the goods and services
account, the primary income account, the secondary income account (combined these comprise the current
account), the capital account and the financial account.

Residence

BOP transactions occur between residents of Ireland and non-residents. The term ‘resident’ covers (a)
individuals, including foreign nationals, living in Ireland for at least one year as well as Irish embassy staff
and military staff located abroad, (b) Irish government enclaves located abroad (embassies, consulates, etc.),
and (c) corporate bodies who have a centre of economic interest located here, including branches of foreign-
registered companies. It is important to note that transactions in foreign assets and liabilities can occur
between residents and should be recorded in the financial account.

Structure of the Balance of Payments accounts

The balance of payments presentation consists of three tables or accounts, the Current Account, the Capital
Account and the Financial Account. The current account consists of trade in merchandise and services,
income inflows and outflows and current transfers. The capital account covers capital transfers and the
acquisition and disposal of non-produced, non-financial assets. The financial account is concerned with
transactions in foreign financial assets and liabilities, distinguishing the functional type of investment i.e.
direct, portfolio and other investment (including transactions in financial derivatives) and reserve assets.

Valuation

BOP transactions, in principle, should be recorded on an accruals basis using market valuation. In practice,
the collection system (see below) is designed to adhere to this approach and, for the most part, the valuations
reported are either market values or a close approximation. In certain cases, income (interest) flows on debt
securities may be reported on a cash rather than an accruals basis.

Geographical allocation principle

Current and capital account transactions are allocated to the country of residence of the counterpart. Financial
account transactions are allocated on the basis of the debtor/creditor principle; assets are geographically
assigned to the country of the debtor (i.e. the issuer) of the assets, while liabilities are assigned to the country



of the creditor (i.e. the holder). In the case of direct investment, transactions are geographically attributed on
the basis of country of location of immediate ownership of the direct investment enterprise rather than that of
the ultimate beneficial owner. Therefore, if a US investor directly invests in a direct investment enterprise
located in Ireland, the origin of the investment as presented in these statistics is US. If the US investor
indirectly invests, through its Cayman Islands subsidiary, in an enterprise located in Ireland then the origin of
the investment is Cayman Islands. In both cases, the country of location of the ultimate beneficial owner is
US. This may have a significant impact on the geographic analysis of FDI statistics.

Sign convention and symbols
The BOP presentation follows the standard double entry accounting treatment for a transaction i.e. in
principle, every credit entry is matched by a corresponding debit entry elsewhere in the system.

In the current account, credit items are exports of merchandise and services, primary income inflows and
transfer receivables while debit items are imports, primary income outflows and transfer payables. In the
capital account, capital transfer receivables are recorded as credits and payables as debits. Both credit
(denoted by the symbol ‘Cr’) and debit (denoted by ‘Db’) items are shown as positive numbers and the net
balances are calculated as credit — debit.

In the case of transactions in financial assets and liabilities, the terms net acquisition of financial assets and
net incurrence of liabilities are used. Financial account items are recorded separately for each financial asset
and liability (i.e. they reflect changes due to all credit and debit entries during an accounting period). These
terms simplify the interpretation of the data: a positive change indicates an increase in assets or liabilities and
a negative change indicates a decrease in assets or liabilities. The net balances are calculated as net change in
assets transactions - net change in liabilities transactions. In the case of direct investment, the asset/liability
presentation is replaced by the so-called ‘directional” one, i.e. direct investment abroad (which approximates
to the assets concept) and direct investment in Ireland (which closely equates to liabilities). The difference
between the two approaches centres on the treatment of reverse investment by a direct investment enterprise
in its parent (direct investor) or its foreign affiliates (see Financial Account - direct investment below).

Amounts are shown in millions of Euro; ‘0’ means amounts of less than 500,000 units of currency; ‘-° means
‘not relevant’. Cell entries may not add to totals due to rounding.

Net errors and omissions

Given the double entry accounting procedure described above, the sum of the credit entries should in
principle equal the sum of the debit entries over all three accounts. In practice, because some transactions
may not be captured or because of differences in coverage, valuation and timing of transactions, exact
symmetry does not occur and a balancing item net errors and omissions is inserted to balance the overall
account. ldeally, the magnitude of this item should be relatively small in relation to the combined value of all
credit and debit transactions expressed in absolute terms (i.e. ignoring their signs) over all three accounts. It
should also fluctuate frequently from positive to negative values.

Data collection

BOP data collection is statutory and surveys are conducted by the CSO and by the Central Bank of Ireland
(CBI). Other data obtained from administrative sources are also used. Following the introduction of a
redesigned BOP data collection system in 1998 and up to 2007, the CSO undertook all the necessary survey
collection and compilation required. However, following a recent joint initiative involving the CSO and the
CBI to rationalize statistical data collection and compilation for the financial sector and also to reduce the
burden on data providers the data collection arrangements have changed. As a consequence, since 2008 the
data required from licensed banks (credit institutions) and from investment funds (including money market
funds) to meet BOP, IIP and external debt requirements (as well as other statistical demands on both
organisations) are being collected quarterly by the CBI under its legislation as well as European legislation®.
The data are supplied by the CBI to CSO for statistical compilation purposes. The CSO has therefore



discontinued its surveys of credit institutions and investment funds but continues to collect the required data
from other financial enterprises as well as non-financial enterprises using its ongoing quarterly statutory
surveys. These are conducted under the Statistics (Balance of Payments and Financial Accounts) Order, 2016
(S.I. No. 597 of 2016) made under the Statistics Act, 1993. The Central Bank commenced data collection
form Financial Vehicle Corporations (FVC) in the last quarter of 2009. Preliminary data from this survey has
been used to improve the existing estimates for FVCs in the current and financial accounts.

The quarterly financial enterprise surveys cover banking, insurance and pension fund investment, asset financing,
treasury, institutional investment, activities of investment funds (i.e. mutual funds, unit trusts and similar
collective investment operations), broking and other financial service provision. Financial enterprises, including
those engaged in internationally-traded financial service activities, known collectively as IFSC (International
Financial Services Centre) enterprises are required to make returns. These returns are predominantly supplied in
electronic form but a small number of reporters use paper forms.

Exhaustive coverage is aimed at but, in order to reduce reporting burden, companies with low activity
volumes may, on approval from the CSO, provide annual data. Overall, about 5,000 financial entities are
surveyed.

The surveys of manufacturing and non-financial service enterprises undertaken by the CSO are also designed
to meet the new conceptual and geographical requirements. Coverage is on a sample selection basis, those
surveyed being selected on the basis of statistical register information concerning transactions with non-
residents. About 500 companies make quarterly and/or annual returns.

The survey information collected for all types of enterprises covers transactions with non-residents
concerning purchases and sales of services, income flows, transfers, as well as acquisitions and disposals of
foreign assets or liabilities. In order to facilitate compilation of the wider national accounts statistics, the
surveys also collect data on transactions of reporting enterprises with residents of Ireland.

Apart from survey data, administrative sources also provide information on non-resident transactions (e.g. the
National Treasury Management Agency, on flows associated with Ireland’s foreign debt and other
transactions including those associated with the National Pensions Reserve Fund; the Department of Defence,
concerning Ireland’s UN military peace-keeping activity; the Department of Foreign Affairs, on expenditure
incurred in maintaining Ireland’s embassies and consulates abroad; the Central Bank of Ireland, on reserve
assets and other assets/liabilities and associated income flows). Information is also obtained from other
sources (e.g. charitable organisations, industry bodies). In addition, information on merchandise exports and
imports and on tourism expenditure and receipts is obtained from other CSO inquiries.

Following other periodic enhancements, the compilation system includes the estimated values of a variety of
cross-border transactions. These cover (a) direct imports and exports of goods for consumption of private
households and not included in the official merchandise trade statistics; (b) improved data on transactions in
services (tourism and travel; communications; construction; diplomatic and consular services; cultural
services; bloodstock breeding); (c) estimates for income receipts from Irish resident investment in residential
and commercial property abroad and for income remittances to the foreign owners of breeding bloodstock
based in Ireland, along with improved estimates of the earnings (credits and debits) of students, other cross-
border workers and local employees of embassies; (d) estimates for income taxes paid on the earnings of
students and other cross-border workers and for the remittances abroad of earnings of immigrant workers in
Ireland; and (e) estimates for investment in residential and commercial property abroad by Irish residents.

Current account

Merchandise exports and imports are valued f.0.b. (free on board) for BOP purposes. While imports are
valued c.i.f. (cost, insurance and freight) in the official external trade statistics, adjustments are made to
reflect an estimated f.o.b. valuation. These adjustments result from the application of different c.i.f./f.0.b.



conversion ratios to the values of imports from within the European Union and from outside the European
Union. In addition and in line with EU and ECB requirements, merchandise imports from within European
Union member states are compiled on the basis of country of consignment rather than country of ultimate
origin (as was the case formerly). Some adjustments are also made to the official merchandise trade statistics
to conform to the BOP change of ownership and market valuation principles. In addition, certain exports
sales of software licences are included in BOP service exports and not in BOP merchandise exports. The
BOP merchandise figures also include the estimated values of (unrecorded) retail exports of fuel to Northern
Ireland and of unrecorded imports of goods for personal consumption from Northern Ireland and elsewhere.
Merchanting consists of the sales net of purchases by Irish merchants of foreign goods bought from and sold
to non-residents without entering or leaving Ireland. It may also extend the sale/purchase of services
associated with the installation, maintenance, repair, etc. of these goods. Such services are included in other
services not elsewhere specified on a net basis.

Services exports and imports are presented to show nine categories of service types: transport, tourism and
travel, communications, insurance services, financial services, computer services, royalties and licences,
business services and other services not elsewhere specified. Some specific points of note are:

(i) Repairs and processing covers processing and repair work by residents on goods that are owned by
non-residents (and vice versa). The value includes any parts or materials supplied by the repairer and
included in the charge.

(i) Because of the presentation of merchandise imports on a f.0.b. (rather than c.i.f.) basis, the freight
element of the c.i.f. to f.0.b. adjustment is included in transport.

(i) For tourism/travel the credit item represents the receipts of residents from non-resident visitors other
than passenger fare receipts of Irish passenger carriers from non-residents; the latter are included
under transport credits. The tourism/travel debit item represents foreign expenditure by Irish
residents on foreign travel. Because of the difficulty of separately distinguishing passenger fares paid
to non-resident carriers this element of expenditure is generally included in the tourism/travel debit
item (rather than being more appropriately categorised as a debit item under transport. Payments
made to Irish passenger carriers by Irish residents are excluded.

(iv) The value of insurance services provided to non-residents by resident insurers (credit) is estimated
as the value of direct and supplementary premiums earned less the value of claims payable less
increases in the actuarial element of insurance technical reserves. Supplementary premiums consist
of investment income earned on investing the insurance technical reserves. For BOP purposes, this
income is attributed to the policy holders and is also treated as being paid back to the insurance
company by them. To obtain the value of insurance services purchased from non-resident insurers
(debit), the ratio of the estimated service charge to total premiums for insurance exports is applied to
the total premiums payable to non-resident insurers. Reinsurance transactions (e.g. premiums and
claims) are recorded on a gross basis and, hence, insurance service credits and debits are accordingly
higher than they would have been if recorded on a net basis. This gross recording treatment of
reinsurance transactions has no net impact on the insurance service balance as the reinsurance
element on the credit and debit sides are offsetting. In relation to merchandise imports, the freight
insurance element of the c.i.f. to f.o0.b. adjustment referred to above under merchandise is recorded
under insurance.

(v) Financial services covers non-interest receivables and payables in respect of financial intermediary
and auxiliary services (other than those of insurance enterprises and pension funds). Also included
are margins between interest payable and the reference rate on loans and deposits (called financial

intermediation services indirectly measured (FISIM).

(vi) Royalties/Licences include franchises and similar rights as well as other royalties and licence fees.
Franchises and similar rights comprise international payments and receipts of franchising fees and
the royalties paid for the use of registered trademarks. Other royalties and licence fees includes
international payments and receipts for the authorised use of intangible, non-produced, non-financial
assets and proprietary rights (such as patents, copyrights and industrial processes and designs) and
with the use, through licensing agreements, of produced originals or prototypes (such as manuscripts,
and cinematographic works and sound recordings). In line with the IMF’s BPM6 recommendation,
payments and receipts for the outright purchase or sale of these assets and rights are excluded from



this service component. Instead, such transactions are recorded as capital account transactions in the
Balance of Payments statement. As described above under item (vi) computer services and as a
conscious CSO departure from the international recommendations, receipts and payments in respect
of computer software licence fees are not included under royalties and licence fees but are instead
included under computer services. A further deviation from the international standards is that royalty
receivables and payables in connection with the entertainment industry (mainly concerning film
distribution and musical recordings and performances) are currently excluded from royalties and
licence fees and included under other services not elsewhere specified.

(vii) Communications covers postal and courier services and telecommunications services. Postal and
courier services include the pick-up, transport and delivery of letters, postcards, printed matter,
parcels and packages. Telecommunications services include the transmission of sound, images and
other information by telephone, radio and television broadcasting, electronic mail, facsimile services
and by satellite delivery. Also included are cellular telephone services and internet access services.
Details of expenditures by resident enterprises on services purchased from non-residents are
obtained from the BOP surveys of these enterprises. Information on receipts from non-residents in
respect of their purchases of Irish-produced communications services are obtained from resident
service providers.

(viii)

Exports and imports of computer software which is embedded in hardware or carried on other
physical media are not included in computer services but under merchandise. Sales and purchases of
software transmitted electronically as well as exports of certain software licences are recorded under
computer services.

(ix) Business services covers receivables and payables for (a) research and development, (b) operational
leasing and (c) miscellaneous business services. Research and development services cover those
services that are associated with basic research, applied research and experimental development of
new products and processes. Activities in the physical sciences, social sciences and humanities are
covered, including the development of operating systems that represent technological advances. Also
included is commercial research related to electronics, pharmaceuticals and biotechnology. Outright
sales and purchases of the results of research and development (such as patents, copyrights and
industrial processes) are included. These transactions tend to occur infrequently but the amounts
involved can vary substantially. Amounts payable and receivable for use of such proprietary rights
are included under royalties/licences (see above).

Operational leasing covers rental receivables and payables in respect of leasing (other than financial
leasing) and chartering, without operators, of aircraft, ships and other transport or other equipment
and plant

Miscellaneous business services covers legal, accounting, management consulting, public relations,
advertising and marketing and other professional and technical services as well as agricultural
services. It also covers inter-affiliate management fees and other trade related services such as
commissions earned by resident agents or paid to non-resident agents in connection with imports or
exports.

(x) Other services not elsewhere specified covers construction services, personal and cultural
services (e.g. fees and royalties for film, television and musical recordings and performances),
educational services and government services. The last sub-category includes credit and debit
entries for (a) the estimated expenditures of embassy and consular staff in the host countries, (b)
non-labour expenditures by governments towards the provision of embassy and consular services in
the host countries, and (c) receipts i.e. credits, in respect of collection of Ireland’s budgetary
contributions to the EU).

Primary Income covers (a) compensation of employees, which relates to the earnings of persons working
outside their country of residence for less than one year (i.e. students and other short-term cross-border
workers) and earnings of local staff working in embassies and consulates, and (b) investment income, which
Covers



earnings arising from foreign investors’ investments in Ireland and Irish investors’ investment abroad.
Investment income excludes realised and unrealised capital and exchange gains or losses. It is subdivided
into three categories:

() Direct investment income covers income accruing to an Irish or foreign direct investor from their
ownership of (correspondingly) a direct investment enterprise located abroad or in Ireland (see
definition of direct investment in the financial account section below). It is split into income on
equity and income on debt. Direct investment income on equity may be called the ‘entreprencurial
income’ of the enterprise which, in principle, is its net operating surplus plus investment income
receivable less investment income payable. Apart from excluding capital and exchange gains and
losses, it also excludes the value of unusual provisions and write-offs and is calculated net of
corporation taxes. In company accounting terms, direct investment income on equity can be equated
or approximated to an enterprise’s consolidated profit (or loss) after interest, tax and minority
interests and excluding capital and exchange gains (or losses) and other unusual provisions and
write-offs. This income item is further subdivided into dividends and distributed branch profits and
reinvested earnings. Dividends are recorded at the time they become due for payment while
distributed branch profits are recorded when receipt or payment occurs. Amounts recorded under
reinvested earnings represent the difference between the enterprise’s entrepreneurial income earned
in the reference period and the distributions (dividends, etc.) made in the same period. As it is an
income flow in the BOP current account but without a counterpart cash flow in the financial account,
an offset (i.e. with the opposite sign) of equal magnitude is recorded under direct investment in the
latter. Direct investment income on debt covers income (mainly interest) on non-equity inter-affiliate
assets and liabilities (mainly loans). This item also includes estimates of (a) the (net) income
generated from investment by private individuals in residential and commercial property abroad, and
(b) the profits attributable to the foreign owners of breeding bloodstock — see Direct Investment
below.

(i) Portfolio investment income covers income receivable and payable to non-direct investors on their
holdings of equity and long and short-term debt securities (see definition of portfolio investment
below). Income on equity consists of dividends actually received/paid. Income on debt securities
refers to coupon or interest payments on bonds and notes and interest on money market instruments.
In principle, the income should be recorded on an accruals basis using market valuations. In
practice, some respondents may report on a cash basis. Discounts and premiums (i.e. differences
between the nominal value and the issue value) are treated as income or negative income
respectively and spread (accrued) over the life of the instrument.

(iii) Other investment income covers interest on loans, deposits and trade credits. The flows recorded
under this item relate largely to interest flows of credit institutions but also cover the income
generated from the holdings of the Central Bank of Ireland in external reserve assets and income
arising from its non-reserve assets and liabilities.

Secondary income covers unrequited receipts and payments. Important components are subsidies and other
current transfers receivable from and taxes payable to the European Union, payments under Third World aid
programmes operated by non-governmental organisations and transfers related to non-life insurance business.
As regards the latter, for resident insurers the transfer credit is calculated as the gross insurance premiums
earned (i.e. premiums earned plus supplementary premiums) less the insurance service charge; the debit is the
amount of claims payable to non-resident policy holders adjusted by the change in the actuarial element of
insurance technical reserves. For resident holders of policies issued by non-resident insurers, credits represent
claims receivable and debits represent the insurance premiums less the estimated insurance service charge
(see also the note above on ‘inmsurance’ item under ‘services’). This item also includes income taxes
receivable or payable on the earnings of cross-border workers.

The current account balance is the total of all current account credits less the total of all current account
debits.



Capital account

The capital account largely covers capital transfers, in particular amounts receivable under the EU Regional
Development Fund and the Cohesion Fund and all other transfers intended for capital purposes. Estimates of
migrants’ transfers (i.e. the transfer of the net worth of immigrants and emigrants) are included but they are
not well based. In addition, acquisitions and disposals of non-produced, non-financial assets (excluding
patents, copyrights, etc.) are also covered here. Because of certain data limitations only the net flows are
shown.

Financial account

The financial account covers transactions in foreign financial assets (i.e. claims on non-residents) and foreign
financial liabilities (i.e. obligations to non-residents). The four categories of functional investment which are
distinguished (i.e. direct investment, portfolio investment, other investment and reserve assets) are based
primarily on the relationship between the parties and secondly on the nature of the instrument involved.

Direct investment is a category of international investment that, based on an equity ownership of at least
10%, reflects a lasting interest by a resident in one economy (the direct investor) in an enterprise resident in
another economy (the direct investment enterprise). Using this criterion, a direct investment relationship can
exist between a number of affiliated enterprises whether the linkage involves a single chain or a number of
chains. It can extend to a direct investment enterprise’s subsidiaries, sub-subsidiaries and associates. Once the
direct investment relationship is established, all subsequent financial flows between the related entities are
recorded as direct investment transactions, regardless of the type of financial instrument used in the financing
arrangement (except for financial intermediary affiliates among which direct investment transactions are
limited to those involving equity and permanent debt). The components of direct investment transactions are
equity capital, reinvested earnings, and other capital. Equity capital comprises investment in branches,
shares in subsidiaries and associates (except non-participating preferred shares that are treated as debt
securities) and other capital contributions. Reinvested earnings consists of the off-setting entry to the
corresponding current account income item: it is the direct investor’s share of the undistributed earnings of its
branches, subsidiaries and associates. Other capital covers all other inter-affiliate financial transactions
(borrowing and lending of funds), including debt securities and suppliers’ credits (i.e. trade credits).
Following the recommendations of the IMF, ECB, Eurostat and OECD, direct investment flows are recorded
on a ‘directional basis’ rather than the more usual assets/liabilities basis. Direct investment abroad covers net
investment by parent companies resident in Ireland in their foreign branches, subsidiaries and associated
companies. Direct investment in Ireland covers the net investment by foreign companies in their affiliates
located in Ireland. The essential difference between the directional principle and the assets/liabilities
approach centres on the treatment of reverse investment by a direct investment enterprise in its parent (direct
investor) and on the treatment of transactions with other foreign affiliates covered by a direct investment
relationship. In the Irish context, reverse equity investment in a parent enterprise is rare and tends to be
relatively small. However, substantial flows (and positions) under the category direct investment — other
capital can take place. These predominantly take the form of inter-affiliate loans but trade credits and
transactions in financial securities between affiliates are also included. The treatment of reverse investment
has to be considered under three scenarios. First, for reverse equity investment for holdings of 10% or more
of the voting capital, such transactions are regarded as separate direct investment in their own right for both
the equity and non-equity involved. Second, for reverse equity investment for holdings of less than 10% of the
voting capital, the transactions involved, whether in equity or non-equity instruments, are regarded as
offsetting (or netted against) any existing direct investment by the parent in the enterprise. For example, if a
US direct investor A invests €100m in a direct investment enterprise B located in Ireland and B acquires a
small reverse equity investment of €3m in its parent (A) then the value of direct investment in Ireland-equity
is €97m (i.e. €100m less €3m). Extending this example, if B advances a €30m loan to parent, A, direct
investment in Ireland-other capital is €30m lower. Overall direct investment in Ireland from A to B is
therefore €67m (i.e. €100m - €3m - €30m). The third scenario concerns a non-equity transaction between



enterprises related other than through equity ownership (e.g. between ‘sister’ or ‘cousin’ companies). Given
a number of considerations, there is some flexibility in the international standards regarding the treatment of
this situation. In Ireland’s case and in order to ensure that all inward and outward flows (and stocks) arising
from an initial inward direct investment are retained within the direct investment in Ireland category, the same
principle as for reverse equity or non-equity investment with a parent company is applied. The transaction
referred to is therefore treated as offsetting any existing other capital investment. Again extending the earlier
example, if resident direct investment enterprise, B, advances a loan of €25m to a sister company, C, located
in France, direct investment in Ireland — other capital is lowered by €25m and overall direct investment in
Ireland from A to B amounts to €42m (i.e. €100m - €3m - €30m - €25m) — see diagram below. Cases occur
on an ongoing basis where the outward investment flows or positions of B (or other sister direct investment
enterprises located in Ireland) exceed the amounts attributable to A under direct investment in Ireland. The
equivalent treatment is applied for similar situations categorised under direct investment abroad.
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The compilation system for direct investment also includes investment by Irish private residents (households)
in residential and commercial property abroad. Such properties are regarded as constituting notional direct
investment enterprises overseas and are treated accordingly in the system, both in terms of any relevant
financial account investment flows and any current account flows (services or income). In addition, foreign
investment in bloodstock breeding activities in Ireland as well as associated income flows are now reflected in
the BOP statistics.

Portfolio investment covers the acquisition and disposal of equity and debt securities which cannot be
classified under direct investment or reserve assets transactions. The securities involved are traded (or
tradable) in organised and other financial markets. Debt securities cover bonds and notes, which have an
original maturity term of more than one year (long term), and money market instruments with original
maturity of one year or less (short term). The CBI surveys of credit institutions and investment funds collect
securities assets and liabilities data on an individual security basis to the extent possible. Investment by
private resident investors in commercial property abroad is included under direct investment. Transactions are
valued at market value inclusive of accrued income.

Other investment covers assets and liabilities other than those classifiable to direct investment, portfolio
investment or reserve assets. It comprises loans, currency and deposits, short and long-term trade credits,
financial derivatives and other accounts receivable and payable. Derivatives cover over-the-counter (OTC)
and exchange-traded contracts and include options, futures, swaps, forwards, etc. For BOP purposes, all
receipts and payments connected to financial derivative contracts (other than the values of transactions in the
underlying commodities or financial instruments) are recorded in the financial account
i.e., there are no entries in the current account other than related fees and service charges (not always
identifiable). In principle, other investment transactions are valued at market valuation inclusive of accrued
income. For loans, book values are accepted as a proxy for market values.



Reserve assets at national level in the context of EMU have been defined by the European Central Bank from
1 January 1999, the date of introduction of the euro currency, as: (a) qualifying assets which are under the
effective control of the national monetary authority (i.e. the Central Bank of Ireland), and (b) consisting of
highly liquid, marketable and credit-worthy foreign (non-euro) currency denominated claims on non euro-area
residents together with gold, special drawing rights (SDRs) and the reserve position in the IMF.

Up to 31 December 1998, together with gold, SDRs and the reserve position in the IMF, the definition
covered all foreign currency (non-Irish Pound) denominated claims on non-residents of Ireland. Therefore, all
claims on euro-area residents as well as euro-denominated claims on non euro-area residents, which prior to
1999 would have been classified as reserve assets, are from 1999 onwards classified to portfolio investment
or other investment as appropriate.

! Full details of the reporting requirements for Investment Funds and Monetary Financial Institutions can be found at
http://www.centralbank.ie/requlation/industry-sectors/funds/rulebook/Pages/EUROPEANCENTRALBANKREPORTINGREQUIREMENTSFORAIFS.aspx;
Balance of Payments and International Investment Statistics are collected under the ECB Guideline (ECB/2011/23) of 9 December 2011
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