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The Palestinian currency market has recently witnessed a noticeable 
change. The official exchange rates of the US dollar, Jordanian dinar, 
and euro have moved closer to the rates offered by banks and 
currency exchange shops. This follows earlier periods when people 
could see a wider difference between the published official rate and 
the price they actually had to pay when buying foreign currency in 
cash. 

At first, this narrowing gap might appear to be the direct result of 
currency dealers reducing their profit margins. However, the situation 
is more complex. It reflects a combination of movements in official 
exchange rates, greater relative stability in the three currencies, 
lower risks for exchange dealers, supply and demand conditions, the availability of foreign cash, 
and the continuing problem of excess shekel liquidity in the Palestinian market. 

The impact of the dollar, dinar, and euro falling against the shekel is not limited to the currency 
exchange market. It also affects savings, remittances, income, and everyday financial obligations. 
A decline in these currencies reduces the shekel value of savings and income held in foreign 
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currency, which may harm families that depend on them. At the same time, it lowers the cost of 
foreign-currency fees, debts, and other obligations for people who earn their income in shekels. 

A stronger shekel may, in theory, also reduce the cost of some imports. However, these savings 
do not automatically reach consumers. The final effect depends on transport and financing costs, 
commercial margins, and local market conditions. A stronger shekel is therefore not an equal 
gain for everyone. Instead, it distributes benefits and costs differently among savers, consumers, 
importers, and people with foreign-currency obligations. 

The official exchange rate is mainly a reference rate reflecting market conditions at a particular 
time. It is not necessarily the rate a customer receives when buying or selling currency. Banks 
and exchange shops buy foreign currency at one rate and sell it at a higher one. The difference 
covers operating costs, cash transportation and security, the risk of changing exchange rates, 
and a profit margin. 

A limited difference between the official and market rates is therefore normal. A large gap, 
however, usually indicates greater uncertainty, a shortage of a particular currency, stronger 
demand, or expectations of a rapid change in its value. 

Relative Stability Has Reduced Dealers’ Risks 

The relative stability of the dollar, dinar, and euro in recent weeks is one of the main reasons for 
the smaller gap between official and market rates. 

Stability does not mean that exchange rates have stopped changing. It means that their 
movements have become calmer and that daily changes have generally remained within a limited 
range, instead of showing sharp increases or decreases within a few hours or days. 

This calmer movement is important for exchange dealers. During periods of rapid volatility, a 
dealer may buy dollars and then see their value fall before being able to sell them. A dealer may 
also sell the available currency, only to see its value rise suddenly and then be forced to buy it 
back at a higher price. 



To protect against these possibilities, dealers normally widen the difference between their buying 
and selling rates during uncertain periods. In effect, they add a protective margin to cover the 
risk of a sudden market movement. 

When dealers become more confident that the market is relatively stable and that any increase 
or decrease is unlikely to be severe in the near term, they can operate with a smaller margin. 
They expect to sell or replace the currency at a rate close to the one at which they originally 
traded, without facing a major loss. 

In simple terms, the greater the volatility, the wider the dealer’s margin. The more stable the 
currency becomes, the less need there is for such a large protective margin. 

This does not mean that dealers have stopped making profits. It means that the risk element 
built into their prices has declined, allowing buying and selling rates to move closer to the official 
rate. 

The Official Rate Has Also Moved Toward the Market 

The current convergence cannot be explained only by saying that exchange dealers have moved 
closer to the official rate. The official rate itself has also moved toward the levels around which 
the cash market had already been trading. 

During the period when the shekel became stronger, the official prices of foreign currencies fell 
quickly. Some currency dealers, however, did not pass the full decline on to their customers 
because they were uncertain that the trend would continue. They feared that foreign currencies 
might rise again within a short period. 

When the direction partly changed and the official rates of the dollar, euro, and dinar increased, 
they moved closer to the prices that dealers had maintained. At the same time, greater market 
stability allowed dealers to reduce the protective margin included in their rates. 

What happened, therefore, was movement from both sides: the official rate moved closer to the 
cash market, while the prices offered by dealers also moved closer to the official rate. 



Why Does the Dinar Move with the Dollar? 

The Jordanian dinar generally moves against the shekel in a direction similar to the US dollar 
because the dinar is linked to the dollar through a fixed exchange-rate system. As a result, an 
increase or decrease in the value of the dollar against the shekel is reflected almost directly in 
the dinar. 

However, the spread between the buying and selling rates of the Jordanian dinar may remain 
slightly wider than that of the US dollar. This reflects strong demand for the dinar in Palestine for 
land and real-estate transactions, as well as for travel, medical treatment, education, and trade 
with Jordan, in addition to the costs of obtaining and transporting dinar banknotes. 

The euro, by contrast, is influenced by two main movements: changes in the value of the shekel 
and changes in the euro-dollar exchange rate in international markets. It may therefore move 
somewhat differently from the dollar and dinar, even when all three currencies follow the same 
general direction against the shekel. 

Excess Shekel Liquidity Is Part of the Picture 

The Palestinian currency market cannot be fully understood without considering the problem of 
excess shekel liquidity held by Palestinian banks. 

The shekel is widely used in daily Palestinian economic activity, while banks face difficulties 
transferring their accumulated surplus shekels through the banking system. This causes shekel 
liquidity to build up at a time when foreign currency cash may be relatively less available. 

When large amounts of shekels are available but the supply of dollars, dinars, or euros is limited, 
customers may have to pay more to obtain foreign currency. The rate offered by an exchange 
dealer therefore reflects more than international currency movements. It is also affected by the 
availability of cash locally, the cost of transporting and securing it, and the banking sector’s ability 
to manage different currencies. 

This issue is also connected to the continuation of correspondent banking relations, which allow 
transfers, trade financing, and the settlement of payments. Any disruption in these relations could 



raise the cost of foreign-currency transactions and widen the gap between official and market 
rates once again. 

Supply and Demand Shape the Gap 

Supply and demand remain central to the rates offered by banks and currency dealers. Demand 
for foreign currency rises during travel seasons, the Hajj and Umrah periods, and when people 
need to pay university fees, medical expenses abroad, import costs, commercial obligations, 
remittances, or savings. 

Demand for the Jordanian dinar is also particularly strong in land and real-estate transactions 
and for financial needs connected to Jordan. When demand for a particular currency rises while 
its supply remains limited, the difference between the official rate and the selling rate tends to 
widen. When demand falls, more currency becomes available, or market expectations become 
calmer, the gap generally narrows. 

Competition among banks and exchange shops also helps prevent unjustifiably large differences 
from continuing. Customers can compare rates and choose another provider when the price 
offered appears unreasonable. Greater transparency and easier access to information help make 
the market more orderly. 

What Does This Mean for Citizens? 

The narrowing of the gap between official and market rates is positive in terms of transparency. 
It reduces the feeling that foreign currencies are being priced far above their official value. 
However, it does not mean that dollars, dinars, or euros have become cheap, nor does it mean 
that the cost of living has fallen. 

The gap may be smaller, but many citizens may still find it difficult to purchase foreign currency 
because of weak incomes and declining purchasing power. 

At the same time, a decline in the dollar, dinar, and euro against the shekel may reduce the cost 
of fees, debts, and other obligations denominated in these currencies for people earning shekels. 



However, it also reduces the shekel value of family savings, remittances, and income held in 
foreign currencies. 

This is reflected in a public opinion survey conducted by the Palestinian Center for Public Opinion 
on economic conditions and the clearance-revenue crisis. More than nine out of ten respondents 
said that Palestinians’ purchasing power had weakened, while a large majority reported that they 
had been forced to change their spending patterns because of the economic situation. 

These findings do not mean that exchange rates are the only cause of declining living standards. 
However, they reveal widespread financial vulnerability that makes families more sensitive to 
even limited currency movements. Rising foreign currencies may increase the cost of imported 
goods, medical treatment, education, and travel. Falling foreign currencies, meanwhile, may 
reduce the shekel value of savings and remittances held in those currencies. 

For a family already struggling to meet its basic needs, a small exchange-rate movement is not 
simply a number on a screen. When combined with rising expenses or declining savings values, 
it can have a real financial impact. 

Has the Market Entered a Period of Lasting Stability? 

Despite the current calm, it cannot be concluded that the Palestinian foreign-exchange market 
has entered a period of permanent stability or that the gap between official exchange rates and 
the rates offered by banks and currency-exchange shops will necessarily remain narrow. The 
current stability is still relative and depends on political, security, monetary, and financial 
conditions that may change. 

The situation could shift rapidly if direct military confrontation between Israel and Iran resumes, 
develops into a broader regional conflict involving other parties and fronts, or disrupts energy 
supplies through the Strait of Hormuz and shipping in the Red Sea. Such developments could 
raise oil prices and transportation, shipping, and insurance costs, increase uncertainty and risk, 
and trigger sudden movements in financial markets and capital flows. These movements could 
affect the value of the shekel, the US dollar, and the euro, and consequently the Jordanian dinar, 
which is pegged to the US dollar under a fixed exchange-rate system. 



These risks are closely connected to exchange-rate movements. The Bank of Israel’s Monetary 
Policy Report for the first half of 2026 showed that financial markets remained volatile because 
of domestic and global uncertainty. It also indicated that movements in the shekel were influenced 
by geopolitical developments, changes in Israel’s risk premium, and the global weakening of the 
US dollar. The report further noted that energy prices experienced sharp fluctuations and that 
the expected interest-rate paths of several central banks rose after the confrontation involving 
Iran began. 

The International Monetary Fund has indicated that continued regional tensions, higher energy 
prices, and supply constraints could increase inflation and weaken economic growth, even amid 
an appreciation of the shekel. The World Bank has similarly shown that disruptions to shipping 
and energy supplies through the Strait of Hormuz could raise oil and commodity prices, disrupt 
trade and transportation, and increase inflationary pressures and the costs of economic activity. 

Analysis by the US Federal Reserve also shows that changes in interest-rate expectations and 
differences in monetary-policy direction among major economies can contribute to movements 
in the US dollar and global exchange rates. Interest rates, however, are not the only factor. 
Global risk appetite, capital flows, commodity prices, and political developments may be equally 
important—or even more influential—during certain periods. 

Taken together, these institutional sources support the central argument of this analysis: calm in 
the foreign-exchange market can change rapidly when geopolitical shocks interact with energy 
prices, interest-rate expectations, investor risk appetite, and capital movements. Movements in 
the shekel and foreign currencies therefore cannot be separated from regional developments and 
conditions in global markets. 

In addition to these external factors, the current calm could be affected by rising political or fiscal 
risks in Israel, changes in capital flows, or shifts in demand for foreign currencies. At the 
Palestinian level, renewed difficulties in correspondent banking relations, a worsening surplus-
shekel problem, or reduced availability of US dollars, Jordanian dinars, or euros in cash could 
increase transaction costs and once again widen the gap between official exchange rates and 
the prices actually paid by citizens. The Palestine Monetary Authority has previously warned that 
the accumulation of surplus shekels and restrictions on transferring them through correspondent 



banks threaten the orderly functioning of official banking channels and may increase demand for 
foreign currencies. 

If sharp currency fluctuations return, exchange shops are likely to widen the difference between 
their buying and selling rates in order to protect themselves against possible losses. The current 
gap may therefore narrow further if calm conditions continue and foreign currencies remain 
available, but it could widen again if uncertainty rises or the risks associated with holding foreign 
currencies increase. 

The current calm should therefore be viewed as a relative condition linked to the prevailing 
circumstances, rather than as a guarantee that currency values or buying and selling margins 
will remain stable. 

Maintaining market stability requires addressing structural causes rather than merely following 
daily exchange-rate movements. This includes finding practical solutions to the surplus-shekel 
problem, ensuring the continuation of correspondent banking relations, increasing the 
transparency of buying and selling rates, expanding electronic payment and transfer systems, 
and providing citizens and market participants with accurate and regularly updated information. 

Conclusion 

The narrowing gap between the official rates of the dollar, dinar, and euro and the prices offered 
by banks and exchange dealers reflects a period of relative calm in the currency market. It is not 
the result of a single factor. 

The official rate has moved toward the levels around which the cash market had already been 
trading. At the same time, greater currency stability has reduced the risks faced by dealers and 
allowed them to work with a smaller difference between buying and selling rates. Competition 
and changing supply-and-demand conditions have also contributed to closer prices. 

However, this development does not mean that the monetary challenges facing the Palestinian 
economy have ended or that broad economic stability has been achieved. Excess shekel liquidity, 
banking restrictions, weak purchasing power, and the possibility of renewed currency volatility 
continue to make the current calm fragile. 



A decline in foreign currencies against the shekel also does not have the same effect on 
everyone. It may benefit shekel earners who have obligations in foreign currencies, but it reduces 
the shekel value of savings and remittances held in dollars, dinars, or euros. 

The present convergence should therefore be viewed as a positive sign of greater order in the 
currency market, not as evidence that all risks have disappeared. The deeper issue is not only 
the difference between official and market rates, but the ability of the Palestinian economy and 
Palestinian families to absorb currency fluctuations and their effects on savings, prices, incomes, 
and the cost of daily life. 
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