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Introduction

• Central banks carry out a number of functions, grouped under 

– monetary policy, 

– financial intermediation and 

– regulatory/supervisory services.  

• These services fall under collective and individual services and some of 
them are measured on non-market basis and some on market basis, 
depending on the nature of functions and the income received from 
the services provided.  

• In the SNA, central bank transactions are recorded in a special manner, 
especially in respect of those relating to collective consumption and 
interest receipts and payments.
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Definition and Coverage (1/3)
• The central bank is the national financial institution that exercises control 

over key aspects of the financial system. 

– It is the public financial corporation which is a monetary authority: that is, 
which issues banknotes and sometimes coins and may hold all or part of the 
international reserves of the country. 

– The central bank also has liabilities in the form of demand or reserve deposits 

of other depository corporations and often government deposits.

• This sub-sector consists of the central bank together with any other agencies 
or bodies which regulate or supervise financial corporations and which are 
themselves separate institutional units

• Financial units classified under this subsector:

– The national central bank.

– Currency boards or independent currency authorities that issue national 
currency that is fully backed by foreign exchange reserves.

– Central monetary agencies of essentially public origin (for example, agencies 
managing foreign exchange or issuing bank notes and coin) that keep a 

complete set of accounts but are not classified as part of central government.
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Definition and Coverage (2/3)
Some important points to note:

• Supervisory authorities that are separate institutional units are not 
included with the central bank but are included with financial 
auxiliaries.  

• When the central bank is a separate institutional unit, it is always 
allocated to the financial corporations sector even if it is primarily a 
non-market producer.  

• Many central banks also engage in some commercial banking. 
However, all activities of central bank, including its commercial banking 
activities, are classified under “central banks”. 

• Some countries may not have central banks and their activities are 
performed by government units under the direct control and 
supervision of central government.  Such government units are 
classified under government sector and not under financial 
corporations.
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Definition and Coverage (3/3)
Services produced by central bank are broadly classified under following groups:

• Monetary policy services

– Monetary policy refers to measures or actions taken by the central bank to influence 
the general price level and the level of liquidity in the economy. 

• These could include setting interest rates and determining the level of money 
supply in the economy through various tools, such as increasing/decreasing the 
reserve requirements. 

• Monetary policy services are collective in nature, serving the community as a 
whole, and thus represent non-market output of central bank.  

• The output of these services is estimated on non-market basis.

• Financial intermediation services

– Financial intermediation services are individual in nature and, in the absence of 
policy intervention in the interest rates charged by the central banks, would be 
treated as market production. 

• Method to calculate output is the same as that of FISIM.

• Borderline cases, such as supervisory services

– Borderline cases, such as supervisory services, are classified as market or non-
market services, depending on whether explicit fees are charged that are sufficient 

to cover the costs of providing these services.
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Sources of data

• Source of data for compiling national accounts is the central bank’s annual 
financial statements

• However, the accounts may be consolidated and may not provide separate 
information on monetary policy, banking and supervisory services.  

• The central banks  may internally maintain information (such as on 
establishment costs, purchases, travel and transportation expenses, repair and 
maintenance, rent and rentals, capital expenses, financial transactions, etc.) 
separately for each of the monetary policy, banking activities, and supervisory 
services provided by them. 

• Therefore, national accountants may need to approach central banks for 
detailed information separately for the three different services, as methods to 
calculate output is different for each of these services.
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Structure of central bank accounts

• The central bank financial accounts generally follow the same structure as 
those of other financial and non-financial enterprises.  

• These financial accounts include 

– (a) income statement covering income and expenses transactions during 
the financial year, considered as flow accounts; and 

– (b) balance sheet showing the value of assets and liabilities (financial and 
non-financial) at the end of the financial year, covering stock accounts.  

– In addition, the financial statements include a statement of significant 
accounting policies and notes to the accounts (accounting policies and 
explanatory notes), which contain important information on accounting 
methodologies used for recording and reporting transactions, and 
additional information on the items included in the income statement and 
balance sheets.  

• More detailed data on the financial statements that is required for national 
accounts compilation would be available with the central banks.
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Conceptual issues: Estimating output

To the extent it is feasible, output of central bank may be estimated separately for its 
three main functions, as follows:

• Monetary policy services: output is estimated on non-market basis as sum of costs

• Financial intermediation services: If there is no policy intervention in the interest rates 
charged by the central banks, these services would be treated as market production 
and output is estimated by the same method to calculate FISIM.

• Borderline cases, such as supervisory services:

– classified as market or non-market services, depending on whether explicit fees 
are charged that are sufficient to cover the costs of providing these services.  

• In cases where market output is not separated from non-market output, the whole of 
the output of the central bank should be treated as non-market and valued at sum of 
costs.

Output of Monetary 

policy services =

Intermediate consumption + Compensation of employees + Consumption of fixed 

capital  + Other taxes (less subsidies) on production

FISIM  = (rL-rr)*YL+(rr-rD)*YD, where rL, rD, rr, YL and YD represent the lending rate, deposit 

rate, reference rate, average stock of loans and average stock of deposits.
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Conceptual issues: 
Central bank output as collective 

consumption  (1/2)

• The non-market output of the central bank should be recorded as collective 
consumption expenditure by general government. 

• However, the general government does not actually make outlays on the non-
market output of the central bank. 

• Therefore, a current transfer equivalent to the value of the non-market output 
should be recorded as payable by the central bank and receivable by the 
general government to cover the purchase of the non-market output of the 
central bank by government. 

• In the SNA, the current transfer is included in miscellaneous current transfers 
(D75)
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Conceptual issues: 
Central bank output as collective 

consumption  (2/2)
Costs incurred by the central bank in producing non-market output

(Assuming no CFC and net other taxes on production)

Transactions are recorded in the accounts of financial corporations and government as follows:

• In the production account of financial corporations, under resources, central bank output of 
(P1) 450 is recorded as non-market output.

• In the secondary distribution of income account of financial corporations, under uses, there 
will be other current transfers of (D75) 450.  A corresponding entry of other current transfers 
of (D75) 450 is shown for general government under resources, in the same account.

• In the use of income account of general government, under uses, collective consumption 
(P32) of 450.

• This treatment has no effect on government saving or net lending/borrowing.

Item Value 2008 SNA code

Intermediate consumption 90 P1, P2

Compensation of employees 360 P1, D1

Non-market output of the central bank 450 P1, P3, P32, D7, D75
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Adjustments 1/4

• Apart from the usual adjustments concerning salaries and wages in kind, 
consumption of fixed capital, imputed social contributions, etc., central bank 
accounts also include adjustments when the of following three types of 
situations are encountered:

– The central bank is able to dictate below market rates for reserve deposits.

– The central bank pays above market rates in a situation where the external 
value of the currency is under pressure.

– The central bank acts as a development bank offering loans at below 
market rates to priority industries
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Adjustments 2/4
The central bank is able to dictate below market rates for reserve deposits

• Prodn A/c:  IC of banks and output of central bank (FISIM) is recorded as 0.0 (item 8).

• Allocation of primary income account of commercial banks, under resources, 2250.0 
(item 5) is recorded as SNA interest, though they have actually received only 1500.0 
(item 6).  

• Therefore, in the generation of income account of commercial banks, under uses, 750.0 
(item 7) is recorded as other taxes on production; and is the resource of general 
government

• In the secondary distribution of income account this amount of 750.0 is recorded as 
miscellaneous current transfer under uses of government and resource of central bank

Item Value

1. Average stock of reserve deposits from commercial banks 50000.0

2. Interbank interest rate (reference rate) (%) 4.5

3. Actual interest rate (payable to commercial banks) (%) 3.0

4. FISIM using the actual and interbank interest rates         (1)*[(2)-(3)]/100.0 750.0

5. SNA interest income payable by the central bank to 

commercial banks

(1)*(2)/100.0 2250.0 D4, D41

6. Actual interest income payable by the central bank to 

commercial banks

(1)*(3)/100.0 1500.0

7. Other taxes on production payable by commercial banks (1)*[(2)-(3)]/100.0 750.0 D29, D75

8. FISIM of the central bank using market interest rates (1)*[(2)-(2)]/100.0 0.0 P1, P2
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Adjustments 3/4

The central bank pays above market rates when external value of the currency is under pressure

• Prodn A/c - IC of banks and output of central bank (which is FISIM) is recorded as 0.0 (item 8).

• Allocation of primary income account of commercial banks, under resources, 2250.0 (item 5) is 
recorded as SNA interest, though they have actually received only 3500.0 (item 6).  

• Therefore, in the generation of income account of commercial banks, under uses, -1250.0 (item 7) 
is recorded as other subsidies on production; and is the resource of general government

• In the secondary distribution of income account this amount of 1250.0 is recorded as 
miscellaneous current transfer under uses of central bank and resource of government

Item Value 2008 SNA Code

1. Average stock of reserve deposits from commercial banks 50000.0

2. Interbank interest rate (reference rate) (%) 4.5

3. Actual interest rate (payable to commercial banks) (%) 7.0

4. FISIM using the actual and interbank interest rates         (1)*[(2)-(3)]/100.0 -1250.0

5. SNA interest income payable by central bank to comml. banks (1)*(2)/100.0 2250.0 D41

6. Actual interest income payable by central bank to comml. banks (1)*(3)/100.0 3500.0

7. Other subsidies on production receivable by commercial banks (1)*[(3)-(2)]/100.0 1250.0 D39, D75

8. FISIM of the central bank using market interest rates (1)*[(2)-(2)]/100.0 0.0 P1, P2



Economic Commission for Africa

www.uneca.org

Adjustments 4/4
Central bank acts as a development bank by offering loans at below market rates to priority industries

• Prodn A/c - IC of NF corpns. and output of central bank (which is FISIM) is recorded as 500 (item 9)

• Allocation of primary income account of NF corpns, under uses, SNA interest of 4,500.0 is recorded.  
The non-financial corporations deemed to have paid 5000 (calculated at market interest rate of 5%) 
interest, split into 4,500.0 as SNA interest (item 6) and 500 as FISIM, though they have actually paid 
3,000 (item 7).  

• Therefore, in the generation of income account of NF corpns, under uses, -2000 (item 8) is recorded 
as other subsidies on production; and is the resource of general government

• In the secondary distribution of income account this amount of 2000.0 is recorded as miscellaneous 
current transfer under uses of central bank and resource of government

Item Value SNA Code

1.Average stock of loans to priority industries (NF Corporations) 100,000.0

2.Interbank interest rate (reference rate) (%) 4.5

3.Actual interest rate (%) 3.0

4.Market interest rate for loans (%) 5.0

5. FISIM using actual interest rate and interbank interest rate         (1)*[(3)-(2)]/100.0 -1,500.0

6. SNA interest receivable by central bank from priority industries (1)*(2)/100.0 4,500.0 D41

7.Actual interest receivable by central bank from priority inds. (1)*(3)/100.0 3,000.0

8.Other subsidies on production receivable by priority industries (1)*[(4)-(3)]/100.0 2,000.0 D39, D75

9.FISIM of the central bank (1)*[(4)-(2)]/100.0 500.0 P1, P2



Economic Commission for Africa

www.uneca.org

Sequence of accounts

• Bridge table of central bank
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Introduction
• The commercial banks are deposit-taking corporations categorised under 

financial intermediaries in the financial corporations sector. 

• The main activity of banks is financial intermediation, from which they derive 
their main income  

• In addition, they also carry out secondary functions such as issue of traveller 
cheques, bank drafts, credit/debit cards, accepting payments for utilities, etc., 
from which they derive explicit charges.    

• The banks do not charge for services they provide in arranging the financial 
intermediation services to depositors and borrowers.  

– Therefore, these service charges are estimated indirectly in the SNA, 
known as FISIM  

• Since these service charges are estimated indirectly, they are not shown as 
intermediate consumption or final use by the user sectors and industries. 

– Hence, the service charges of banks estimated indirectly need to be 
allocated to the sectors/industries, which have availed these financial 
intermediation services.
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Sources of data

Main sources of data are:

• financial statements of banks 

• Consolidated accounts of all commercial banks compiled by Central 
Bank as part of monetary policy and/or supervisory functions  

• Data compiled by Central bank and/or regulatory agency from from the 
information collected through Returns/surveys 

Other possible data sources include 

• Surveys or censuses conducted by other government agencies, surveys 
conducted by private enterprises and industry groups, or the 
enterprise/establishment surveys of statistical offices
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Structure of banks’ accounts
• Financial statements of banks comprise income statement, balance sheet, cash 

flow statement and accounting policies and explanatory notes.  

• The income statement contains details on 

– Income: interest earned, profit/loss on sale of investment, dividends 
earned, rent, commission/exchange/miscellaneous income, gain/loss on 
exchange, profit/loss on sale of assets, etc. on the income side.  

– Expenditure: interest expended, rent, depreciation, repair and 
maintenance, insurance, other office expenses (printing, advertising, 
telephone, auditors’ fees, etc.), payments to employees, dividends, taxes, 
transfers to reserves, etc.

• The balance sheet contains details on share capital, reserves, profit/loss from 
income account, deposits (separately for domestic and foreign), borrowings, 
other liabilities, cash and bank balances, investments in securities and 
companies (separately within and outside the country), investment in land and 
fixed assets, depreciation, capital work in progress, construction period 
expenses, loans and advances to employees, advances for capital work, 

balances in foreign current accounts, etc.  
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Concepts and definitions followed in SNA
• Commercial banks are deposit-taking corporations that have financial intermediation as 

their principal activity.  

– These institutions accept deposits and give loans to businesses and consumers, 
besides providing a number of financial services.  

– They have liabilities in the form of deposits or financial instruments (such as short-
term certificates of deposit) that are close substitutes for deposits; and assets that 
include loans.

• Financial services provided by banks charge for their services explicitly or implicitly:

– Financial services provided in return for explicit charges 

• The explicit charges include fees paid for getting a bank draft, commissions 
charged for services, annual fees for using certain types of banking services, 
etc.

– Financial services provided in association with interest charges on loans and 
deposits

• Implicit charges arise from the financial services provided in association with 
interest charges on loans and deposits.

• These are described in the SNA as FISIM.
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Conceptual issues (1/10)

FISIM

• Banks accept deposits from units wishing to receive interest on funds for 
which they have no immediate use and lends them to other units who need 
funds

• Each of the two parties pays a fee to the bank for the service provided, the 
unit lending funds by accepting a rate of interest lower than that paid by the 
borrower, the difference being the combined fees implicitly charged by the 
bank to the depositor and borrower.

• Therefore, SNA recommends dividing interest transactions with financial 
corporations between two transaction categories, one showing interest as 
understood in the SNA and the other representing the implicit payment for 
financial intermediation services.  

• For this purpose, SNA introduces the concept of a “reference” rate of interest. 

• The difference between the rate paid to banks by borrowers and the reference 
rate plus the difference between the reference rate and the rate actually paid 
to depositors represent charges for FISIM.
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Conceptual issues (2/10)

• Bank interest 

– Term used to indicate the interest as quoted by a financial 
intermediary to their customer; 

• SNA interest 

– Term used for the amount recorded in the SNA as interest 

• SNA interest on loans = level of loans * reference rate

• SNA interest on deposits = level of deposits * reference 
rateFISIM= Service charge on loans + bank interest on loans - SNA interest on

the same loans

Service charge on deposits SNA interest on deposits - bank interest on

the same deposits
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Conceptual issues (3/10)
Few points to note:

• FISIM applies only to loans and deposits and only with financial institutions.

• FISIM needs to be imputed for all loans and deposits, irrespective of source of 
funds.

• No exclusion is made for lending of own funds. 

• Even when a loan is described as non-performing, interest and the associated 
service charge continue to be recorded in the SNA.

• Loans include the amount overdrawn on overdrafts, instalment loans, hire-
purchase credit, revolving credit, loans to finance trade credit and mortgage 
loans. 

• Deposits include transferable deposits and other deposits, which typically include 
savings deposits, fixed-term deposits, non-negotiable certificates of deposit, 
deposits of limited transferability, and overnight and very short-term repurchase 
agreements if they are considered part of the definition of broad money.

• For banks within the same economy, there is often little, if any, service provided in 
association with banks lending to and borrowing from other banks.
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Conceptual issues (4/10)
Reference rate

• used in calculation of SNA interest is a rate between bank interest rates on deposits and 
loans 

• should contain no service element and reflect the risk and maturity structure of 
deposits/loans

Choices of reference rate

• endogenous reference rate approach (more suitable for countries with less detailed data)

– Simple average of the ratio of interest receivable on loans to the stock of loans and 
ratio of interest payable on deposits to the stock of deposits.

– Weighted average of the interest rates on loans and deposits

• Other approaches

– Weighted average of observable exogenous rates of maturities with different terms 
(weighted by the stock of loans and deposits in each maturity).  

– The rate prevailing for interbank borrowing and lending, although this may not exactly 
reflect the risk and maturity structure of deposits and loans, since the rate only reflects 
short-term lending and borrowing. 

– Rate on service-free financial instruments such as government bonds.
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Conceptual issues (5/10)

• Output of banks includes explicit charges and the FISIM

– Explicit fees charged in lieu of providing services.

– Financial intermediation services indirectly measured (FISIM), 
which is calculated as (rL-rr)*YL+(rr-rD)*YD, where rL, rD, rr, YL and 
YD represent the lending rate, deposit rate, reference rate, 
average stock of loans and average stock of deposits respectively.
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Conceptual issues (6/10)
Data on the interest receivable on loans and interest payable on deposits

No Item Value SNA transactions

1 Interest receivable on loans 150.10

2 Interest payable on deposits 62.90

3 Stock of loans granted on 1 January 1809.00

4 Stock of deposits held on 1 January 1127.00

5 Stock of loans granted on 31 December 1893.00

6 Stock of deposits held on 31 December 1155.00

7 Average stock of loans granted (average of 3 and 5) 1851.00

8 Average stock of deposits held (average of 4 and 6) 1141.00

9 Change in loans granted (5-3) 84.00 Financial account

10 Change in deposits held (6-4) 28.00

11 Average interest rate on loans (1/7) 8.11

12 Average interest rate on deposits (2/8) 5.51

13 Reference rate (average of 11 and 12) 6.81

14 SNA interest on loans (7*13) 126.07 D4,D41

15 SNA interest on deposits (8*13) 77.71 D4,D41

16 FISIM on loans (1-14) 24.03

17 FISIM on deposits (15-2) 14.81

18 FISIM (16+17) 38.84 P1

19 SNA interest (14+15) 203.78
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Conceptual issues (7/10)
• The transactions shown in the table are recorded in SNA as follows:

– The output of deposit-taking corporations is 38.84. This comprises 
FISIM on loans (24.03) and on deposits (14.81). The output is 
recorded in the production account of the deposit-taking 
corporations. 

– The interest recorded in the allocation of primary income account 
represents SNA interest (203.78) rather than bank interest, with 
126.07 shown under resources and 77.71 shown under uses.

• The calculated value of FISIM may be negative, due to use of 
inappropriate reference rates or other reasons. 

– This gives rise to interpretation problems, as it is not possible for 
output to be negative.  

– The national accountants may need to review the applicability of 
the underlying reference rate for that period to calculate FISIM 
when such incidences occur.
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Conceptual issues (8/10)
Allocating FISIM to sectors

• bottom-up approach: 

– assumes, the data on interest receivable on loans, interest payable on deposits and stocks of 
loans and deposits by institutional sector (including the rest of the world) is available. 

– Thus, it can directly compute the FISIM and SNA interest on loans and deposits to be allocated 
to each sector. These transactions are then summed up to obtain the economy-wide 
estimates.  

– For households, distinction should be made between between those as owners of dwellings, 
unincorporated enterprises and consumer households, since the allocation to former two 
refer to intermediate consumption and the later to final consumption expenditure

• top-down approach

– However, it is likely that the input data may only be available without a sectoral breakdown

– In such cases, firstly the total FISIM, SNA interest and bank interest on loans and deposits are 
calculated using the available data from the source agencies. 

– Secondly, the calculated data is allocated to user sectors using various indicators such as 
loan/deposit balances or interest receivable/payable.  Such information may be available from 
various sources such as government and business accounts, enterprise and household 
surveys.
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Conceptual issues (9/10)

Allocating FISIM to sectors (contd…)

• Further, resident institutional units are also likely to be clients of non-resident 
deposit-taking corporations. 

• Estimates of the total imports of FISIM, SNA interest and bank interest on loans 
and deposits can be obtained directly from balance of payments statistics or 
through estimation techniques.  

• These estimates then need to be allocated to the resident institutional sectors. 

• This may be done either through information available from surveys and 
administrative data or using various assumptions, for example, allocating the 
data in proportion to the sectoral data on stocks of loans and deposits of 
resident deposit taking corporations.
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Conceptual issues (10/10)
Allocation FISIM to industries

• FISIM allocated to institutional units will also need to be broken down into 
industries

• Source data may not be available to adopt “bottom-up” approach, the feasible 
option is the “top-down” using indicators such as the shares of the stocks of loans 
and deposits, gross value added, or the output of each industry.  

– Generally, banks or the central bank maintain information on stock of deposits 
and loans disaggregated by industries and for sectors including consumer 
households.  

– Another source for indicators to allocate FISIM could be the various household 
and enterprise/establishment surveys and the business and government 
accounts.  Generally, information on stock of loans and deposits and interest 
received and paid is available in these sources.

– Alternatively, other methods, such as the shares of gross value added or the 
output of each industry group, may be considered to carry out the allocation. 
These methods are more suitable for distributing FISIM to sub-industries within 
an industry group
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Sequence of accounts

• Bridge table of commercial banks
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Introduction

• Insurance schemes provide individual institutional units with financial protection 
against the consequences of the occurrence of specified events. 

• This financial protection is through an insurance policy, which is an agreement 
between an insurance corporation and another institutional unit, called
policyholder. 

• Under the agreement, policyholder makes a payment (a premium) to insurance 
corporation and, if or when the specified event occurs, insurance corporation 
makes a payment (claim/benefit) to policyholder. 

• In this way, policyholder protects itself against certain forms of risk. On the other 
hand, by pooling the risks of the policy holders, the insurance corporation aims to 
receive more from the receipt of premiums than it has to pay out as claims. 

• In addition, insurers often act as financial intermediaries who invest funds collected
from policyholders in financial or other assets to meet future claims.

• There are two types of insurance, namely, direct insurance and reinsurance.

– Direct insurance is the most common form of insurance, in which a policy is 
issued by an insurance corporation to another institutional unit. Life and non-
life insurance fall under this.  

– The other type of insurance called reinsurance in which insurance is provided
by one insurance corporation to another insurance corporation.
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Concepts and definitions (1/2)
• Insurance corporations consist of incorporated, mutual and other entities whose principal 

function is to provide life, accident, sickness, fire or other forms of insurance to individual 
institutional units or groups of units or reinsurance services to other insurance corporations.  

Life insurance

• Life insurance is an activity whereby a policyholder makes regular payments to an insurer in 
return for which the insurer guarantees to provide the policyholder (or in some cases 
another nominated person) with an agreed sum, or an annuity, at a given date or earlier if 
the policyholder dies beforehand.  

• There is little conditionality involved in life insurance.  Although the date and sum may be 
variable, a claim is always paid in respect of a life policy.. 

• The sum payable under the policy (known as benefit) may be fixed or may vary to reflect the 
income earned from the investment of premiums during the period for which the policy 
operates.  

• For policies with varying returns, the terms “with-profits” life insurance or endowment
policy are generally used.  

• Life insurance premiums and benefits are financial transactions and not current 
transactions, as it mainly redistributes premiums paid over a period of time as benefits paid 
later to the same policyholder.
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Concepts and definitions (2/2)
Non-life insurance

• Non-life insurance is an activity similar to life insurance except that the it 
covers all other risks, accidents, sickness, fire, etc.  

• Non-life insurance provides cover to the policyholder against loss or damage 
suffered as a result of an accident.  

• A premium is paid to the insurance corporation and a claim is paid to the 
policyholder only if the event insured against occurs. 

• There is no uncertainty regarding the payments, as the maximum amount to be 
paid is specified in the policy.

• Term insurance, which provides a benefit in the case of death within a given 
period but in no other circumstances, is regarded as non-life insurance because 
a claim is payable only if a specified contingency occurs and not otherwise. In 
practice, because of the way in which insurance corporations keep their 
accounts, it may not always be possible to separate term insurance from other 
life insurance. Therefore, term insurance may have to be treated in the same 
way as life insurance for purely practical reasons.
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Terms peculiar to insurance industry (1/2)
Premiums ‘Premiums’ is used for payment to the insurance corporation.  

Actual 

premium

Amount payable to the direct insurer or reinsurer to secure insurance cover for a specific 

event over a stated time period. 

Premium 

earned

Premium earned is the part of the actual premium that relates to the cover provided in the 

accounting period.  For example, if an annual policy with a premium of 120 units comes 

into force on April 1 and accounts are being prepared for a calendar year, the premium 

earned in the calendar year is 90.

Unearned 

premium

The unearned premium is the amount of the actual premium received that relates to the 

period past the accounting point. In the above example, the unearned premium is 30

Premium 

supplements

and 

technical 

reserves

The insurance corporation has at its disposal reserves consisting of unearned premiums 

and claims outstanding.  These reserves are called technical reserves and are used by the 

insurance company to generate investment income. Because the technical reserves are a 

liability of the insurance corporation to the policyholders, the investment income they 

generate also belongs to the policyholders. However, the amounts remain with the 

insurance corporation and are in effect a hidden supplement to the apparent premium. 

This income is therefore treated as a premium supplement paid by the policyholder to the 

insurance corporation.

Net NL-ins.

premiums

Net non-life insurance premiums comprise premiums earned and the premium 

supplements less the service charges payable to the insurance corporation.
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Terms peculiar to insurance industry (2/2)
Claims Payments by the insurance corporations are called claims in the case of non-life

policies

Benefits Payments by the insurance corporation are called benefits in the case of life policies

Claims 

incurred/

claims due

Claims that become due are described as claims incurred, even when the settlement 

of the claim takes several years.  Claims generally become due when the event 

covered by the policy occurs in the period for which the policy is valid.

Claims incurred = claims paid + changes in reserves against outstanding claims

Adj. claims 

incurred

Claims incurred plus the changes in equalization provisions and, if necessary, 

changes to own funds

Claims 

outstanding

Claims outstanding cover claims that have not been reported, have been reported 

but are not yet settled or have been both reported and settled but not yet paid.

With-profit 

endowments

These policies on maturity provide, basic sum assured, bonuses promised and part 

of the profits of life insurance company.

Bonuses It is common with life insurance policies for amounts to be explicitly attributed by 

the insurance corporation to the policyholders in each year, often described as 

bonuses. 

Term 

insurance

A policy that provides a benefit in the case of death within a given period but in no 

other circumstances, is usually called term insurance.
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Sources of data

• The financial statements of insurance companies provide the basic information 
for compiling national accounts for the financial corporations in respect of 
insurance companies.  

• In most countries, it is mandatory for the insurance companies to submit
annual financial statements to the insurance regulatory agencies.  

• These regulatory agencies maintain individual insurance companies’ accounts
as also the consolidated financial statements of all insurance companies in the 
country.  

• The national accountants should access these individual or consolidated
financial accounts of both life and non-life insurance companies and those of 
reinsurers, for use in the compilation of national accounts.  

– If such information is not available, the compiling agency may need to 
conduct surveys to collect the necessary information
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Structure of accounts

• The structure of financial statements of insurance companies are regulated by 
international standards, such as IAS 1.  These statements contain information 
on assets, liabilities, equity, income and expenses (including gains and losses), 
contributions by and distributions to owners and cash flows.

• The financial statements of insurance companies provide details on gross and 
net premium contributions, premiums earned, commissions received and paid, 
gross and net claims/benefits paid, movement in reserves, increase in 
insurance fund, investment income, other income, commission paid, interest
expenses, establishment and other expenses, provisions and allowances, taxes 
and profits.  

• These details available in the financial statements of insurance companies
provide required information to compile national accounts.
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Conceptual issues specific to insurance (1/2)

• The activity of insurance is a form of financial intermediation.  

• Typically, insurance enterprises do not charge for services they provide
in arranging the financial protection or security which insurance is
intended to provide. Therefore, these service charges need to be
estimated indirectly.  

• If the insurance enterprises explicit charge for their services, they are 
treated as payments for services rendered in the normal way.

• The insurance terminologies that are most referred to in the 
compilation of national accounts are premiums earned, premium 
supplements, net premiums, changes in reserves, claims incurred/due, 
adjusted claims incurred and benefits.  It is necessary for national 
accountants to familiarise themselves with these terms.
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Conceptual issues specific to insurance (2/2)

• The insurance company sets the level of the actual premiums to be such
that the sum of the actual premiums plus the investment income earned
on them less the expected claim will leave a margin that the insurance
company can retain; 

• This margin represents the output of the insurance company.  

• This margin, which is the output of the insurance industry, is determined
from the premium setting policies of the insurance corporations. 

• The components involved in premium setting are (i) premium earned, (ii) 
premium supplements, (iii) claims (or benefits) incurred and (iv) reserves.

• Value of output of services produced by insurance enterprises is calculated
as

1. Total resources Actual premiums earned + premium supplements 

2. Total technical charges Claims due + changes in actuarial reserves and reserves for 
with-profits insurance

3. Value of output 1-2
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Life insurance (1/3)
• Normal life insurance is distinct from social insurance.  

– Life insurance is entered into on own initiative, whereas social insurance involves a 
third party intervention, such as the government or employer.   

– Benefits from life insurance policy are recorded in the financial account. 
Benefits/pensions from social insurance are recorded as income in the secondary
distribution of income account. 

• Life insurance transactions take place only between insurance corporations and 
households, as life insurance policy is always held by an individual.  

– Therefore, output of life insurance services equals the household final consumption
expenditure

– Premiums and claims are not shown separately in the case of life insurance and are 
not treated as current transfers.  Rather they constitute components of a net 
transaction in the financial asset life insurance and annuities entitlements, recorded
in the financial account.

• Recording of entries for imports and exports of insurance services will arise if non-

residents and/or non-resident insurers are involved.

44



Economic Commission for Africa

www.uneca.org

Life insurance (2/3)

Output and net premiums of life insurance are calculated as

• 2008 SNA suggests estimating output of life insurance as sum of costs plus an 
allowance for normal profits, if adequate data are not available for the 
calculation of life insurance, according to this formula.

• The key items used in compiling national accounts for life insurance are, 
earned premiums, unearned premiums, investment income or premium 
supplements, benefits due and changes in life insurance technical reserves. 

Output of life 
insurance = 

Premiums earned + premium supplements – benefits due – increases (plus 

decreases) in actuarial reserves and reserves for with-profits insurance

Net premiums of 
life insurance =

Actual premiums (earned premiums plus unearned premiums) + premium 

supplements - output of life insurance

Life insurance 
technical reserves =

unearned premiums + reserves against outstanding + Actuarial reserves for 

life insurance + reserves for with-profits insurance benefits
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Life insurance (3/3)
Example to calculate output of life insurance

Calculation of output and net premiums for data presented in above Table

Item Value

1. Earned premiums 750

2. Unearned premiums 195

3. Benefits due 195

4. Increase in actuarial reserves 240

5. Investment income 63

Item Equation Value SNA code

6. Actual premiums    = Earned premium + unearned premium 1+2 945
7. Premium supplements = Investment income attributable to policyholders      5 63 D4, D441
8. Output (insurance 
service charge)    

Earned premiums + premium supplements –
benefits due – increase in actuarial reserves

1+5-3-4 378 P1

9. Net premiums (to be 
recorded in financial 
account)                     

Actual premiums + premium supplements –
allocated output of life insurance; OR
unearned premiums + benefits due + increase in 
actuarial reserves

6+7-8 or 
2+3+4

630
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Non-life insurance (1/3)
• Output of non-life insurance is based on the principle of adding premiums and premium 

supplements and deducting adjusted claims incurred.  
• The 2008 SNA introduced additional methods to compute adjusted claims,  considering volitility in 

claims arising from exceptional events.  
• Accordingly, three different methods of estimating output of non-life insurance have been 

suggested
Expectations approach

Sum of costs approach

Accounting approach

• Adjusted claims = claims incurred + changes in equalization provisions
• changes in equalization provisions is an entry in the accounts of insurance corporations that gives 

a guide to the funds the insurance corporations set aside to meet unexpectedly large claims. In 
circumstances where the equalization provisions are insufficient to bring adjusted claims back to a 
normal level, some contribution from own funds must be added also

Output of non-

life insurance = 

Actual premiums earned + premium supplements – adjusted claims 

incurred, where adjusted claims are estimated from past experience.

Output of non-

life insurance = 

Intermediate consumption + compensation of employees + consumption of fixed 

capital + net other taxes on production + an allowance for “normal profit”.

Output of non-

life insurance = 

Actual premiums earned + premium supplements – adjusted claims incurred
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Non-life insurance (2/3)
• The redistributive transactions cover investment income attributed to policyholders 

in respect of non-life insurance, net non-life insurance premiums, and insurance 
claims:

– Investment income is attributed to policyholders.  It is recorded as receivable 
and payable by insurance corporations and receivable by all sectors and the 
rest of the world, in the allocation of primary income account.  

– Net non-life insurance premiums are payable by all sectors of the economy or 
the rest of the world and receivable by insurance corporations.  

– Insurance claims incurred are payable by insurance corporations and receivable 
by all sectors of the economy and the rest of the world. Both net premiums and 
claims are recorded in the secondary distribution of income account.

– Non-life insurance claims are treated as current transfers

• “net” as applied to premiums implies that the service charge for the insurance 
services has been deducted from actual premiums paid plus premium 
supplements.  

• There is no netting between direct insurance and reinsurance; each is recorded in 
full and separately from the other.
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Non-life insurance (3/3)
Data from insurance corporations on non-life insurance transactions

Calculation of claims and adjusted claims incurred, non-life insurance output and net non-life 
insurance premiums from data presented in above Table

Item Value 2008 SNA code
1. Earned premiums 750
2. Unearned premiums 195
3. Claims paid 195
4. Changes in claims outstanding 166
5. Changes in equalization provisions 200
6. Investment income 63 D4, D441

Item Equation Description Value SNA code
7. Claims incurred claims paid + changes in reserves against 

outstanding claims
(3)+(4) 361 D72, D721

8. Adjusted claims incurred claims incurred + changes in equalization 
provisions

(7)+(5) 561

9. Output of insurance 
corporations (insurance 
service charge)

premiums earned + premium supplements 
- adjusted claims

(1)+(6)-(8) 252 P1, P3

10. Net non-life insurance 
premiums

premiums earned + premium supplements 
- non-life insurance output

(1)+(6)-(9) 561 D71, D711
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Sequence of accounts

• Bridge table of life and non-life insurance corporations
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Suggested reading

• Guidebook on the Use of Administrative Data in National Accounts (Draft), 
UNECA, Chapter 3

• Financial Production, Flows and Stocks in the System of National Accounts, 
UN and ECB, 2014, Chapters 1, 2 and 3
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