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INTRODUCTION 

The purpose of this report is to provide an overview 

of the main developments in the external statistics of 

Cyprus, with an emphasis on developments in 

selected economic sectors and investment 

categories1. 

 

The data analysed in this report derives from the time 

series 2013-20172, which has been compiled on the 

basis of the Sixth Edition of the IMF’s Balance of 

Payments and International Investment Position 

Manual (BPM63).  

 

1. BALANCE OF PAYMENTS 

1.1 CURRENT ACCOUNT (CA) 

Cyprus’s current account deficit increased further to 

€1.642,5 million in 2017 (Chart 1), which accounts for 

8,4% of the country’s GDP. This increase was mainly 

driven by an increase in imports of goods and a 

worsening in the primary income account.  

 

The individual components of the current account are 

illustrated in Chart 2. In 2017 the trade deficit in goods  

                                                           
1 External Statistics – namely balance of payments (BOP), 
international investment position (IIP) and external debt 
statistics – measure all economic transactions and all 
financial positions between residents and non-residents. In 
addition, for EU and euro-area countries, they constitute 
part of the external statistics of the European Union and 
the euro area, respectively. 

 

 

 

 

 

 

 

 

 

 

increased to €4.756,2 million, while at the same time 

the trade surplus in services increased to €4.066,4 

million. Concerning the primary and secondary 

income accounts, the former recorded an increase in 

its deficit from €374 million to €533,8 million whilst 

the latter’s deficit decreased from €449,1 million to 

€418,9 million. The change in the primary income 

account was mainly driven by changes in portfolio and 

“other” investment income. 

 

 

2 According to the CBC’s “transmission and revision policy” 
calendar, comprehensive, annual data on external statistics 
are compiled nine months after the end of the reference 
year and released approximately one month later. 
3 BPM6 was implemented in 2014, using data from 
reference year 2008. Hence all publications and data 
releases prior to 2008 are not comparable as they are based 
on the previous version of the manual (BPM5). 
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Goods 

The year-on-year comparison of the trade deficit is 

demonstrated in Chart 3. Imports remained 

consistently higher than exports in all periods. The 

trade deficit increased in both 2016 and 2017, 

following noticeable increases in imports to €6.482,9 

million and €7.371,9 million, respectively. These 

changes were mainly associated with increases in net 

imports of ships, yachts and aeroplanes. 

 

 

Services 

The most important sectors under the services 

category are analysed in Chart 4.  

 Exports of “services” remained higher than 

imports throughout the period 2013 – 2017, with 

the surplus closing at €4.066,4 million in 2017. 

Most of the surplus was recorded in the following 

categories: “transport” (€790,1 million), “financial 

services” (€1.340,2 million), “travel” (€1.601,6 

million) and “telecommunication, computer and 

information services” (€849,3 million). 

 Receipts from services (credits) increased by 8,3% 

in 2017 (reaching €10.110,9 million), mainly due to 

increases in ”travel” (11,2%), “transport” (3,6%) 

and “telecommunication, computer and 

information” services (18,9%). 

 Services related payments (debits) increased by 

8,7% in 2017, closing at €6.044,5 million. Similarly 

with credits, the increase was primarily associated 

with the “travel” (17,9%), “transport” (7,9%) and 

“telecommunication, computer and information” 

(10,8%) categories. 
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Primary income 

Primary income (Chart 5) receipts and payments 

increased to €13.769,1 million and €14.302,8 million, 

respectively, in 2017, resulting in a negative net 

balance in the primary income account. The widening 

in the deficit of the primary income was mainly 

associated with increases in both the portfolio and 

“other” investment income.  

Secondary income 

Secondary income, which refers to transfer payments 

between Cyprus and the rest of the world (e.g. 

workers’ remittances and EU funds), recorded a 

deficit of €418,9 million in 2017 (the respective deficit 

in 2016 was €449,1 million). 

1.2. CAPITAL ACCOUNT  

The capital account is of relatively small importance 

to the financing of the current account when 

compared to the contribution of the financial account. 

Capital account credits reached €103,6 million in 2017 

and concerned only capital transfers from the 

European Union, while debits were only €0,3 million.  

 

 

 

1.3 FINANCIAL ACCOUNT 

Chart 6 depicts the time series of the flows associated 

with assets and liabilities in the financial account of 

Cyprus’s balance of payments. The two series exhibit 

almost identical trends, with large increases in 2014 

and 2016 and a relatively small decline in 2017. These 

deviations suggest an increase in volatility during the 

period 2013 - 2017 and, therefore, increased activity 

primarily in the FDI and “other” investment sectors. 
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In Chart 7, the net financial account flows (assets 

minus liabilities) are decomposed by year and 

investment category, namely: direct investment, 

portfolio investment, financial derivatives, “other” 

investment and reserve assets. Direct investment had 

a negative net balance in 2017 (-€4.539, 6 million), for 

a second consecutive period, while “other” 

investment recorded a positive net balance (€3.219,5 

million). These developments were related to a large 

increase in direct investment liabilities as well as an 

increase in the “monetary authorities” category of 

“other” investment assets. 

Based on the principle of double-entry accounting, 

the balance of the financial account is, by definition, 

equal to the balance of the current and capital 

accounts.  In practice, however, this correlation is not 

perfect since, firstly, financial transactions cannot 

always be correctly attributed to the respective 

periods and, secondly, there could be gaps in the 

statistical coverage, especially in certain sub-

accounts. All these discrepancies are reflected in the 

“net errors and omissions” account. 

2. INTERNATIONAL INVESTMENT POSITION (IIP) 

Cyprus’s financial liabilities with the rest of the world 

remained significantly higher than the foreign 

financial assets owned by its residents. This was 

primarily due to debt associated with ship-owning 

SPEs, which is obtained from non-domestic sources, 

as well as government debt. The negative balance in 

the net IIP increased by 4,6% to €23.784,7 million in 

2017 (Chart 8), compared with €22.746,0 million in 

2016. However, at the same time there was also a 

worsening in the cumulative current account deficit, 

which increased to €20.435,4 million in 2017 from 

€18.792,9 million in 2016 (measurement starts from 

2008).  

The values of external assets and liabilities are 

influenced not only by transactions but also by 

changes in market prices, exchange rates, 

reclassifications and other volume changes. 

Therefore, developments in the IIP account may not 

fully reflect developments in the financial account. 

 

 

To a large extent, the negative net IIP position is due 

to the net liability position in “other” investment and, 

to a lesser extent, direct investment (Chart 9). Most 

of the liabilities in the former category concern loans 

obtained by residents (including the general 

government) from non-residents. In 2017, the net 

stock balances by investment category were as 

follows:  
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 “other” investment: -€17.085,6 million 

  direct investment: -€8.629,1 million 

  portfolio investment: €764 million 

  financial derivatives: €425,6 million 

  reserves: €740,3 million.  

 

The asset and liability positions are analysed 

separately by investment component in Chart 10. 

Foreign direct investment provided by far the highest 

contribution in both assets and liabilities. Foreign 

direct investment assets decreased from €194.712,8 

million in 2016 to €190.572,6 million in 2017. On the 

other hand, foreign direct investment liabilities 

increased from €197.687,8 million in 2016 to 

€199.201,7 million in 2017.  

For direct investment assets the decrease concerned 

primarily unlisted equity, while in the case of liabilities 

the increase was mainly associated with debt 

instruments. During the same period there were also 

reductions in both “other” investment assets and 

liabilities by 5,5% (mainly in loans) and 5,9% ( mainly 

in loans, currency and deposits), respectively.  

                                                           
4 More information on the definition of net external debt is 
provided in the Appendix. 

3. EXTERNAL DEBT 

The evolution of Cyprus’s gross external debt is 

depicted in Chart 11. It currently stands at €108.512,2 

million, which corresponds to 554,5% of the country’s 

GDP. Most of this debt is associated with the following 

sectors: 

 deposit taking corporations: €19.727,3 million 

 general government: €15.566,6 million 

 “other” sectors: €46.418,9 million 

 Direct investment - intercompany lending: 

€26.345,6 million 

 

Chart 11 also depicts the evolution of Cyprus’s net 

external debt4 (gross external debt less external 

assets in the form of debt instruments). In 2017 net 

external debt closed at €28.248,9 million. 

In Chart 12, the gross external debt is decomposed 

into three different categories: long-term debt, short-

term debt and direct investment intercompany 

lending. Long-term debt is the largest component, 

which has also been increasing in importance since 
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2013. By the end of 2017, long-term debt amounted 

to €52.710,9 million and corresponded to 48,6% of 

the total amount of external debt. It consists mostly 

of long-term loans associated with the “other” sectors 

and the general government.  

 

Gross external debt is decomposed by sector in Chart 

13:  

 The contribution of “other” sector entities 

declined in 2017, reaching 42,8% of the total 

volume of external debt (it was 45,2% in 2016).  

 In contrast, the share of direct investment 

intercompany lending has been increasing since 

2013. It currently stands at 24,3%.  

 With regard to the financial instruments 

associated with each category, most of the 

holdings by “other” sectors entities concerned 

long-term loans. In the case of direct investment 

intercompany lending, most of the holdings 

concerned debt liabilities of direct investors to 

direct investment enterprises. 
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Box 1: Impact of special purpose entities (SPEs) 

on Cyprus’s external statistics 

SPEs are considered residents of their country of 

registration/incorporation, for statistical purposes. 

They have played and continue to play an important 

role in financial markets. However, their number and 

the complexity of their structure have increased 

considerably in recent years, contributing – inevitably 

– to the distortion of the main macroeconomic 

statistics.  

On the basis of the aforementioned statistical 

definition of residency, Cyprus hosts a large number 

of SPEs whose assets and liabilities strongly influence 

the external statistics of the country, even though 

their interaction with the domestic economy is 

limited.  

In this context, in November 2017, the CBC released 

additional information concerning the impact of SPEs 

on key economic indicators of Cyprus, with the 

purpose of facilitating a more accurate understanding 

of the real economic and financial statistics 

surrounding the Cypriot economy. In the light of the 

above, the analysis that follows treats SPEs as non-

residents.  

Definition of SPEs 

While all statistical manuals refer to and are largely 

consistent in their recognition of SPE activities, no 

internationally agreed definition of SPEs exists. An 

entity is usually considered as an SPE if it meets the 

following criteria: 

I. The enterprise is a legal entity:  

a. formally registered with a national 

authority; and  

b. subject to fiscal and other legal obligations 

of the economy in which it resides. 

II. The enterprise is controlled directly or indirectly, 

by a non-resident parent. 

III. The enterprise has no or few employees, little or 

no production in the host economy and little or no 

physical presence in the economy in which it is 

created by its parent, which is typically located in 

another country. 

IV. Almost all the assets and liabilities of the 

enterprise represent investments in or from other 

countries. 

V. The core business of the enterprise consists mainly 

of group financing or holding activities, i.e. the 

channelling of funds from non-residents to other 

non-residents. However, in its daily activities, 

managing and directing plays only a minor role. 

Types of SPEs in Cyprus 

The major types of SPEs identified so far in Cyprus are 

the following: 

 Financial companies 

o Financing and holding companies that channel 

funds within a global group on behalf of a non-

resident parent company. 

o Factoring/invoicing companies that invoice the 

sales of a group with global operations on 

behalf of the parent.   

 

 Non-financial companies (mainly ship owning 

entities) that own non-financial assets, which are 

usually financed through a loan from a non-

resident bank or a loan from their parent or group 

companies. 

Impact of SPEs 

In principle, the activities of financial SPEs do not 

influence the current account or the net IIP position 

of a country, due to the fact that the only interaction 

they have with the domestic economy is the services 

rendered from professionals as well as domestic 

banking institutions. However, the channelling of 

large funds strongly increases the gross figures of the 
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primary income and financial accounts of the balance 

of payments, as well as the gross assets and liabilities 

of the IIP. Consequently, SPEs exert considerable 

influence on the gross external debt of the country 

and, since their assets and liabilities are not in the 

same instrument category, the associated SPE data 

highly impact the net external debt figures of Cyprus. 

In the case of non-financial SPEs, their influence is 

even more pronounced as these entities are owners 

of movable equipment. These assets are matched on 

their balance sheets by financial liabilities incurred for 

their financing. Since real assets are not included in 

external statistics, all relevant accounts (namely, 

financial account, net IIP, gross external debt and net 

external debt) are negatively influenced. In addition, 

the registration and deregistration of ships every year 

– which is usually large when compared with the size 

of the Cypriot economy – affects the external trade in 

goods and thus the current account of the country. 

 

Chart B.1 compares the current account balances, 

with and without the impact of SPEs, for the years 

2013-2017. The current account deficit without SPEs 

increased significantly to €618,4 million in 2017. 

However, it amounted to only €78, 9 million in 2016. 

The transactions by non-financial SPEs increase the 

volatility of imports and exports of goods (Chart B.2). 

However, when compared with the corresponding 

Chart 3, it is obvious that most of the trade in goods 

is related to the activities of non-SPEs. SPEs accounted 

for €844,8 million in the case of exports (out of a total 

of €2.615,7 million) and €1.965,9 million in the case of 

imports (out of a total of €7.371,9 million). 

 

 

In the case of services trade (Chart B.1), the impact of 

SPEs is even smaller. In 2017, SPE related exports 

increased to €784,5 million (corresponding to 7,8% of 

total services exports) while SPE related imports 
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decreased marginally to €444,2 million 

(corresponding to 7,3% of total services imports).  

Chart B.4 outlines the evolution of Cyprus’s net IIP 

balance during the period 2013 – 2017, with and 

without the impact of SPEs. The net IIP balance 

attributed to SPEs (the difference between the two 

series) closed at -€15.332,5 million, which  

corresponds to 64,5% of the total net IIP balance 

recorded for the economy of Cyprus (-€23.784,7 

million).  

 

Charts B.5 depicts the evolution of gross external 

debt, with and without the impact of SPEs. In 2017, 

SPEs accounted for 46,4% of the total amount of gross 

external debt, which closed at €108.512 million. The 

gross external debt associated with SPES has been 

increasing since 2015 and currently stands at 

€50.337,5 million 

Similarly, Chart B.6 provides time series information 

concerning the net external debt of the country with 

and without the impact of SPEs. SPEs accounted for 

96,4% of the total amount of net external debt 

(€28.248,9 million) during the period under review. 

The high percentage in this case arises because 

external debt funds are usually placed in equity asset 

positions abroad, which are not included in the net 

external debt definition. 
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Appendix 

Definition of the term “resident of Cyprus” for 

statistical purposes: 

"Resident" has the meaning assigned to it in the 

Directive on the Meaning of the Term "Resident of 

Cyprus" for Statistical Purposes, 2008;  

In this directive: 

(1)   A legal entity is resident in the economic territory 

under whose laws the entity is incorporated or 

registered. This applies also to legal entities with 

little or no physical presence, e.g. investment 

funds (as distinct from their managers), 

securitisation vehicles, and some special purpose 

entities (SPEs). If the entity is not incorporated, it 

is considered to be resident in the country whose 

legal system governs the creation and continued 

existence of the entity. 

(2)   A natural person is a resident in the country that 

has a centre of economic interest. A centre of 

economic interest exists when a unit engages, 

and intends to continue engaging, either 

indefinitely or over a finite but long period of 

time, in economic activities and transactions on 

a significant scale in or from a location, dwelling, 

place of production or other premises within a 

territory.  

For practical reasons, actual or intended location 

for one year or more is used as an operational 

threshold. However, the following are examples 

of borderline cases in the determination of 

residency: 

 Students who go abroad to study full-time 

generally continue to be resident in the 

territory in which they were resident prior to 

studying abroad. This treatment is adopted 

even though their course of study may exceed 

a year. 

 Patients who go abroad for medical 

treatment maintain their predominant centre 

of interest in the territory in which they were 

resident before they received the treatment, 

even if the treatment lasts one year or more. 

 Crews of ships, aircraft, oil rigs, space stations 

or other similar equipment which operate 

outside a territory or across several territories 

are treated as being resident in their home 

country. 

 National diplomats, peacekeeping and other 

military personnel, and other civil servants 

employed abroad in government enclaves, as 

well as members of their households are 

considered to be residents of the economic 

territory of the employing government. 

 Staff of international organisations, including 

those with diplomatic status and military 

personnel are resident in the territory of their 

principal dwelling. 

 Border workers, seasonal workers and other 

short-term workers who cross borders for a 

short period to undertake a job are 

considered residents in the economic 

territory in which they maintain a dwelling 

used by members of the household as their 

principal dwelling. 

 

Net external debt  

The assets/liabilities taken into account for the 

calculation of net external debt consist of debt 

securities, such as bonds, notes and money 

market instruments, as well as loans, deposits, 

currency, trade credits and advances due to non-

residents.  

http://www.centralbank.gov.cy/media/pdf/STDRE_RESIDENTDEFINITION-2008.pdf
http://www.centralbank.gov.cy/media/pdf/STDRE_RESIDENTDEFINITION-2008.pdf

