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1. Background

The recent war waged by the Israeli occupation forces on the besieged Gaza Strip is one of the most brutal
among the five previous wars launched since 2005, given the staggering loss of human lives and the
widespread destruction that hit the Palestinian economy. After nearly 16 months of continuous genocide,
the local economy is grappling with a severe collapse amid an unprecedented humanitarian crisis in the
Gaza Strip. According to official data by the Palestinian Central Bureau of Statistics (PCBS) and the
Palestine Monetary Authority (PMA), estimates indicate an unprecedented sharp contraction in GDP to
28.3% in the local economy, where Gaza’s GDP recorded its highest decline ever and plummeted by more
than 82%. As for the West Bank’s GDP, it also decreased by 19.3%. The near-total halt in economic
activities has worsened the recession in Gaza, slashing its contribution to the overall Palestinian economy
from an average of 17% in previous years to less than 5% today (PCBS, 2024). The World Bank (2024)
estimated the cost of damage to vital infrastructure in Gaza at nearly $18.5 billion at the end of January
2024. The devastation has affected all sectors of the economy without exception, exacerbating the already
dire economic and social conditions.

Further, the Palestinian economy has also experienced significant job losses, totaling nearly half a million.
Among these, around 200,000 jobs were in the Gaza Strip, 144,000 in the West Bank, and an additional
148,000 among workers who previously commuted from the West Bank to the Israeli labor market. The
unemployment rate rose to skyrocketing levels exceeding 51%, by more than 80% in the Gaza Strip, and
35% in the West Bank.

The financial sector is no exception to the devastation inflicted on all economic activities, the war has
exacerbated the challenges facing the banking sector, particularly the high levels of uncertainty, restrictions
on access to global markets, and the costs associated with surplus Israeli Shekels in the West Bank’s banking
sector. These challenges have had a profound impact on key banking indicators, operational processes,
profitability, risk provisions, the rate of non-performing loans, and exposure levels to the public finance
crisis. The financial sector facilities in Gaza have incurred direct losses estimated to exceed $14 million,
compounded by losses exceeding $1 billion in Gaza’s credit portfolio, and broader negative effects of
deteriorating economic conditions on the banking portfolio. By the end of March 2024, all bank branches
and ATMs in Gaza were entirely out of service. As of December 2024, the war left only a handful of
branches and ATMs operational, and only 3 out of 94 ATMs in the entire Gaza Strip remain partially
functional.

Another pressing financial challenge is that Israel suspended all cash transfers, effectively cutting off Gaza’s
access to liquidity. The destruction of ATMs and banking infrastructure has made cash withdrawals nearly
impossible, leaving civilians, businesses, and humanitarian organizations struggling to access funds.

Prior to the war, Gaza relied on multiple sources of cash inflow, including worker remittances, Qatari
financial aid, and UNRWA payments. Approximately $100 million per month flowed into Gaza from
workers' earnings in Israel, in addition to $30 million in Qatari financial aid. UNRWA provided $13.5
million per month to pay salaries. However, by tightening the Israeli blockade, these sources were
significantly disrupted. The Israeli military has also looted significant cash reserves; for instance, Israeli
forces seized 200 million shekels ($54.29 million) from the Bank of Palestine headquarters in Gaza City.
Additionally, local reports indicate that approximately $180 million was stolen from bank vaults in Gaza
during the war.

This policy brief addresses the severe financial crisis and liquidity shortages in Gaza resulting from the
Israeli aggression. It highlights the impact of cash shortages and financial turmoil on Gaza’s socioeconomic
stability. It also emphasizes the PMA’s mitigative measures to restore financial stability, including



strengthening digital payment systems, advocating for cash entry, regulating markets, and coordinating
efforts between the government, private sector, and international partners to support the region's recovery.
It also stresses the need for strengthening digital infrastructure and the broader adoption of digital payment
systems in Gaza to enhance financial inclusion and economic stability. In addition, fostering cooperation
between PMA, private sector actors, and international partners will be essential in ensuring the successful
implementation of these initiatives. Special attention is also given to the informal sector, with
recommendations for grants and incentives through the ESTIDAMA Plus Program to help MSMEs
transition to digital payment systems, thereby contributing to a more resilient and transparent financial
ecosystem.



2. Impact of Cash Shortages and Financial Turmoil on Gaza’s Socioeconomic
Stability

The cash shortage in Gaza has escalated significantly due to several interrelated factors, leading to an
ongoing financial crisis exacerbated by war. Central to this situation is the severe restriction on cash
transfers into Gaza. The Israeli authorities, through the Coordination of Government Activities in the
Territories (COGAT), have imposed stringent controls on the entry of physical cash. As a result, cash
movement into Gaza is highly limited. This is compounded by the destruction of Gaza's banking
infrastructure, including the widespread damage to ATMs, making it nearly impossible for residents to
access cash. Despite efforts by PMA and international organizations to facilitate cash transfers, these have
been repeatedly denied, leaving Gaza’s residents in a dire financial predicament.

The destruction of infrastructure has worsened the situation, with large sums of money being lost due to
theft and looting during military operations. A report from the Middle East Monitor in February 2024
revealed that Israeli forces seized 200 million shekels ($54.29 million) from the Bank of Palestine’s
headquarters in Gaza City. In addition, rogue elements have taken advantage of the lawlessness in the Strip,
looting bank reserves, cash from destroyed buildings, and even seizing funds from civilians. Reports
indicate that PMA estimates that approximately $180 million was looted from Gaza’s banks, further
depleting the territory’s limited cash reserves.

Further contributing to the crisis, many residents of Gaza, fleeing from the war, have taken large portions
of cash with them. An estimated 100,000 people left Gaza during the first eight months of the war, carrying
their savings, which drained the remaining liquidity from the territory. This exodus was also fueled by the
high fees charged by middlemen who facilitated the departure, with the cost for securing an exit spot ranging
from $4,000 to $10,000. This massive outflow of cash has added to the liquidity crisis in Gaza.

Compounding the dire situation is the emergence of black-market practices. Known locally as
“Mukaysheen,” these individuals and groups exploit the cash crisis by offering money in exchange for
financial transfers, charging high commission rates of 20-30%. The collapse of the banking system and the
destruction of ATMs have forced many citizens to rely on these exploitative black-market practices. This
has been further exacerbated by traders and money exchangers, who have collaborated with the
Mukaysheen to profit from the absence of law enforcement. In addition, the widespread rejection of worn-
out or partially damaged currency by vendors, including small denomination shekels and torn banknotes,
has worsened the shortage of usable cash in circulation.

The inflationary pressures in Gaza have also played a significant role in the exacerbation of the cash crisis.
In 2024, Gaza saw an inflation rate of approximately 258.4%, far exceeding the rate in the West Bank. The
rising prices of essential goods, combined with the severe cash shortages, have strained household budgets
and diminished purchasing power. Many residents find it difficult to access the basic necessities, as the
liquidity crisis has hindered consumer spending, further exacerbating food insecurity.

In response to these challenges, many humanitarian organizations have increasingly turned to e-wallet
solutions and digital platforms to distribute aid more effectively. Systems like PalPay allow recipients to
receive cash assistance digitally, which they can withdraw from designated agents, providing a lifeline to
those in need. However, the overall market conditions in Gaza have worsened, with shortages of essential
goods such as vegetables, meat, and frozen foods. Markets in certain regions have either remained closed
or have only operated intermittently, while the absence of storage facilities for wholesalers and retailers has
further destabilized the economy. Black-market withdrawals have continued to rise as citizens seek access
to cash at exploitative rates, deepening the crisis.



The economic conditions in Gaza have reached an alarming low, with real income per capita plummeting
from $2,328 in 1994 to less than $200 today. This decline has intensified the food insecurity crisis, with
basic food items seeing a price increase of more than 1,000% compared to pre-war levels. A food security
assessment conducted by UN agencies and NGOs has highlighted the increasing risk of famine in Gaza,
underscoring the urgent need for increased humanitarian aid to prevent further suffering. Without
substantial intervention, the situation in Gaza remains grim, with cash shortages, inflation, and food
insecurity exacerbating the humanitarian disaster.



3. The Measures of the Palestinian Monetary Authority Amidst Severe Cash
Liquidity

Since October 2023, PMA has supported local banks to maintain compliance with international standards,
conducting stress tests to ensure the resilience of the banking system amidst the Israeli aggression on the
Gaza Strip. These tests confirmed the sector’s ability to manage losses and maintain capital and liquidity
levels. In May 2024, PMA launched a real-time payment system, connecting banks and e-wallets across the
West Bank and the Gaza Strip. This system aims to alleviate the cash crisis and streamline salary payments.
PMA has worked with service providers to ensure access, even in war-affected areas.

Electronic wallets have emerged as a key element in mitigating Gaza’s liquidity crisis, offering a digital
alternative to cash. The IBURAQ system enables rapid, fee-free banking transactions and has encouraged
widespread wallet adoption, though challenges remain, particularly in cash-based transactions and internet
instability.

One of the key hurdles facing the use of electronic payment systems in Gaza is the frequent and prolonged
internet outages. To address this, PMA collaborated with internet service providers to ensure alternative
solutions for banking transactions. This included enabling transactions via SMS, USSD-based services
(which allowed for basic operations even in the absence of a stable internet connection), and Know Your
Customer (e-KYC) procedures’. These measures have significantly helped in maintaining the functionality
of electronic wallets and digital payment systems, thereby, easing the cash shortage crisis. Despite these
efforts, the private sector indicates that these measures fall short of addressing market demands, as the
online payment systems are notably underdeveloped in Gaza and North Gaza governorates, while street
vendors continue to rely solely on deteriorating old cash still in circulation. While electronic wallets and
the IBURAQ system have provided some relief by enabling digital financial transactions, the broader cash
shortage remains a critical issue, as the internet outages and social barriers hinder full adoption, and further
infrastructure improvements and public awareness are essential for broader success.

L Unstructured Supplementary Service Data (USSD) allows users without a smartphone or data/internet connection to use
mobile banking through certain code.



4. Recommendations

1.

Strengthening the PMA’s Awareness and Digital Payment Advocacy

PMA should intensify its efforts to raise awareness about digital payment systems and their
benefits. While PMA has played a role in encouraging citizens to adopt electronic wallets,
promoting e-payment systems, and introducing the IBURAQ instant payment service, there is still
a significant gap in public understanding. Therefore, there is a need for targeted awareness
campaigns that not only explain how these tools work but also highlight their security, convenience,
and long-term advantages. Most importantly, investing in comprehensive digital literacy initiatives,
to encourage the broader adoption of e-wallets and points of sale (POS) systems, and create an
infrastructure that makes digital payment methods accessible and easy to use for all citizens.

Advocacy for Cash Entry and Currency Replacement

PMA, in partnership with regional and international organizations, should intensify its advocacy
efforts to pressure the occupying authorities to allow the entry of cash into Gaza, thereby
providing citizens with the necessary resources for daily transactions, and replacing old
banknotes.

Establishing Centralized Market Oversight and Commercial Centers

A key strategy to regulate Gaza's economy and mitigate exploitation by traders is the establishment
of centralized commercial centers across Gaza's governorates. These centers, in collaboration with
municipalities and the private sector, will sell goods directly from wholesalers, helping control and
monitor market prices. These centers could also provide support for the adoption of electronic
payments by assisting citizens in opening e-wallets, thereby creating a structured and regulated
environment for transactions.

Creating Social Accountability and Coordination Bodies

Strengthening coordination between PMA, chambers of commerce, and private sector actors is
essential for fostering transparency and fairness in Gaza’s financial and commercial sectors. This
collaboration should focus on ensuring that traders and money exchange businesses do not impose
high fees on cash transactions and instead promote the use of digital payments.

Establishing coordination bodies consisting of PMA representatives, law enforcement bodies, and
local committees will help improve social accountability. These bodies will work together to
advocate against the exploitation of citizens in need of cash, press for an end to exploitative
practices, and coordinate efforts to implement strict and punitive measures against any unethical
practices.

Developing an Ethical Code of Conduct for Traders and Money Exchangers

PMA, in collaboration with the Chamber of Commerce and the Palestinian Federation of Industries,
should develop an ethical code of conduct to which all traders and money exchangers would
commit. This code should promote transparency in business transactions, discourage the rejection
of certain denominations of currency, combat the exploitation of cash commissions, and exert
pressure to end the phenomenon of black-markets currency and excessive fees.

The ethical code should also emphasize the acceptance of digital payments, aiming to reduce
dependency on cash and encourage a more secure, transparent, and accountable economic system.



Tracking and Addressing Complaints Effectively

To ensure that grievances and complaints are handled efficiently and in accordance with the in-
force regulations, PMA should categorize and track all complaints related to financial transactions
and business practices. It should also coordinate with local authorities to ensure that complaints are
investigated thoroughly, especially in cases involving illegal fees, exploitative practices, or
resistance to digital payment adoption.

Expand ESTIDAMA PLUS Program to Include Digital Payment Adoption (Incentivizing
Digital Payment Adoption for Informal MSMEs through ESTIDAMA PLUS Program)

Immediate action: encourage MSMESs operating in the informal sector to formally register and take
advantage of the ESTIDAMA Plus program in collaboration with PMA, to offer grants instead
of re-payable loans for businesses that adopt digital payments. This could be done through targeted
outreach and awareness campaigns highlighting the benefits of digital payment adoption and the
ease of registration. As many informal MSMEs are excluded from formal financial systems and
would greatly benefit from government assistance to digitalize, ESTIDAMA Plus could be adapted
to provide direct financial support (as grants) for businesses that transition to accepting e-
payments (e.g., mobile wallets, POS systems).

Incentive Structure: Businesses that adopt electronic payments (such as mobile wallets, QR codes,
or credit card payments) could be eligible for a one-time grant to offset the cost of digital transition.
This would help MSMEs bridge the gap in liquidity without adding financial strain.

Digital Payment Systems as a Cash Assistance Delivery Mechanism

International organizations that offer cash assistance could directly collaborate with local
community, private sector, traders, wholesalers, and local markets through certain mechanisms
to ensure the acceptance of digital transactions. This would allow beneficiaries of cash assistance
programs to use digital vouchers or e-wallet transfers rather than cash, ensuring that aid is used
efficiently.



