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The Government Statistical Service
A service of statistical information and advice is provided to the Government by specialist 
staff employed in the statistics divisions of individual Departments. Statistics are made 
generally available through their publications and further information and advice on them 
can be obtained from the Department concerned.

Enquiries about the statistical series described in this H a n d b o o k  should be made to the 
Department of origin; these are given at the foot of each table in the monthly publication.

Enquiries about orders and subscriptions for Financial Statistics and other Central 
Statistical Office publications should be made to:

Her Majesty's Stationery Office, PO Box 276 , London SW 8 5DT.
(Telephone 01-211 8 6 6 7  for subscriptions; 0 1 -6 2 2  3 3 1 6  for orders).
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Preface

Fi n a nc i a l  S t a t i s t i c s  is a monthly publication that brings together the key 
financial and monetary statistics of the United Kingdom. This E x p l a n a t o r y  
H a n d b o o k  provides background notes to the many tables in F i nanci al St at i st i cs. 
It explains their purpose, how they are compiled, and shows the relationship between 
tables and provides further references. Together, the two publications are major 
reference documents for people and organisations concerned with the flow of 
investment funds, saving media, government income and expenditure, institutional 
investment, company finance and financial markets generally.

To foster a full appreciation of the value of the financial accounts the Introduction 
places them in the context of the national accounting system as a whole and the 
diagram on page 7 gives a birds-eye view. Although the standardised capital and 
financial accounts in Section 1 are in a sense the cornerstone of the publication, tables 
in other sections which are either derived from the financial accounts or from the 
current and capital accounts are often more useful to those interested in particular 
sectors of the financial scene.

IN THIS HANDBOOK TABLE NUMBERS RELATE TO THE TABLES AS THEY APPEAR IN 
ISSUE NO.310 FOR FEBRUARY 1988. Any subsequent changes to table numbers, and 
notes on new tables which are introduced after February 1988 are included in a 
cumulative supplement to the H a n d b o o k  at the back of each monthly F i nanci al 
St at i St i cs  publication.

Many of the figures in F i n a n c i a l  S t a t i s t i c s  are available on the CSO 
Databank. This is a collection of macro-economic time series which is sold to the 
public in com puter-readable form. The Databank contains longer runs of data than 
appear in F i n a n c i a l  Statistics,  in many cases starting in 1963, and the latest 
figures are available about a week earlier. Details of the service are given in the 
Supplementary Information section oi F i nanci al St at i st i cs.

The Central Statistical Office shares responsibility for financial statistics with 
several government departments in particular the Bank of England, and is very grateful 
for the help given by colleagues in these organisations in preparing this H a n d b o o k  .

Central S t a t i s t i c a l  Offi 
Great G e o r g e  St 
London S W 1 P  3AQ

M a r c h  1988
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Introduction

layout of the 
monthly in 

each section 
information

Layout of Handbook
This handbook closely follows the 

fourteen sections which appear 
Financial St at i st ics. Typically, 
opens with general introductory 
(including, in the case of Sections 2 -1 0 , a definition 
of the coverage of the sector of the economy in 
question). This is followed by explanatory notes on 
each table or, when appropriate, each group of 
tables, numbered as in the February 1988 issue.

These sections follow this introduction which 
explains the relationship between the national 
accounts and financial accounts. Series shown in 
the summary table at the front of F i n a n c i a l  
S t a t i s t i c s  are described in the appropriate 
section. In addition there are two annexes covering:

(1) explanatory notes to the supplementary 
tables which appear regularly in F i n a n c i a l  
St atiS ti c s

(2) a table showing the codes by which the 
series in the financial accounts matrix 
(table 1.1) may be Identified in the CSO 
Databank. (See Preface.)

The national accounts
The financial accounts together with the income 

and expenditure accounts are compiled using the 
principles of the national accounts. A broad 
appreciation of the national accounts and their 
breakdown into sector accounts is helpful in gaining 
an understanding of the financial accounts and 
financial statistics generally. Most sector accounts 
are included in F i nanci al Statistics,  but the 
national income and expenditure accounts are not 
—  they are found in U n i t e d  K i n g d o m  Nat i onal 
Account s —  The CSO Blue Book' and in regular 
features in E c o n o m i c  Trends.  In spite of their 
absence from F i n a n c  / a  / St at i st i cs  we thought it 
helpful to include the following general outline of the 
national accounts in this handbook. For a more 
definitive and far more comprehensive description of 
the national accounts it is necessary to refer to 
U n i t e d  K i n g d o m  Nati on a l  A c c o u n t s :  S o u r c e s  
and  M e t h o d s  (HMSO, 1985). For an alternative 
introduction to the national accounting system, The 
National Account s : A Short G u i d e  (HMSO, 1981) 
is recommended.

No discussion or analysis of the nation's 
economic health can get very far without resort to 
the national accounts, but the layman turning, for 
instance, to the Blue Book, is often daunted by the 
apparent complexity of the information that he finds 
there, and is perplexed by much of the terminology. 
For instance, take gross d o m e s t i c  p r o d u c t  at
constant factor cost  -----  one of the most
frequently quoted statistics. In what sense is it 
gross rather than net? Why domestic product — is 
national product the same? What does product 
actually mean, and what is constant factor cost? This 
section tries to set out in relatively simple terms 
what such statistics as this are actually trying to 
measure, and to show that the system of national 
accounts is in principle both simple and logical. In 
the process we deal with those parts of the nationa 
accounts which need to be understood in order to 
make proper use of the financial accounts.

3

Three measurements
The national income can be thought of as the 

total of all incomes earned by the residents of the
United Kingdom ----  whether by way of wages,
salaries, profits, rent or whatever — from productive 
activity in a given period. By productive activity we 
mean the production of goods, like cars or shirts, and 
the production of services, like bus rides or medical 
care. We can also arrive at the same total figure by 
tw o other routes; firstly by aggregating the value 
added in each industry producing goods and services; 
secondly by adding together all the expenditure on 
final purchases of goods and services (i.e. excluding 
intermediate purchases which are for use in 
productive activity) and deducting imports of goods 
and services and taxes on expenditure, and adding 
back subsidies (the distinction between final and 
intermediate expenditure is explained below). In 
other words, the total value of the nation's output is 
equal to

(a) the total of all incomes earned in producing 
it.

or
(b) the sum of the value added in all industries,
(c) the total of all spending on the finished or 

final goods and services produced
less  the cost of imports 
less  taxes on expenditure 
p 1 us  subsidies.

To appreciate what this means, and to understand 
the fram ework of the national accounts as a whole, 
we need to look in turn at each of these ways of 
measuring the nation's productive effort.

National income and total domestic 
income

As already stated, the national income is the sum 
of all incomes of UK residents, whether individual or 
corporate, which are derived from the current 
production of goods and services. Such incomes are 
termed 'factor incomes', being incomes received by 
the so-called 'factors of production' — land, labour 
and capital goods i.e. rent, income from employment 
and profits. Other forms of income, like retirement 
pensions, family allowances, cannot be regarded as 
payments for current economic activity. They are 
described as 'transfer' incomes, being paid for from  
the proceeds of, for example, national insurance 
contributions or taxation. In other words, they 
amount to a redistribution of income earned from  
economic activity. Transfers are excluded from the 
calculation of the national income, for to include 
them would be to count the same income twice.

Again, as already mentioned, the national income 
of the United Kingdom is the income of UK 
residents. Some of this income arises from property 
held abroad, including interest as well as profits 
earned abroad. In the same way some of the income 
arising in the United Kingdom is earned by 
non-residents. What in practice is done to arrive at 
a figure for national income is to calculate the total 
of all income earned in the United Kingdom by 
residents and non-residents alike (total domestic 
factor incomes), and then add property income from 
abroad, and subtract property income earned here by 
non-residents. The difference between these two 
last items is net p r o p e r t y  income from abroad.
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Domestic product and national product
As domestic income is the sum of all incomes 

from productive activity, it can provide a basis for 
valuing that production. For example, the total value 
of the output of a firm making shirts must be income 
to someone — whether to managers, shareholders, 
employees, suppliers or whatever. From this point of 
view it can be seen that the same total is obtained 
by adding up the contribution to domestic product of 
each producing unit in the country. But. as in the 
case of income, we cannot arrive at total domestic 
product simply by adding up the value of production 
by every industry in the country. To do so would be 
to count the same output more than once. For 
example, if we include in our calculation of domestic 
product not only the total value of the sales of suits 
by a tailor, but also the output of the weaver who 
supplies him with cloth, and the output of the spinner 
who provides the necessary yarn, then we have 
counted the value of the yarn three times over. What 
we need is a measure of the value added at each 
stage of production. In this sense, the value of the 
product of the weaving industry consists of the value 
added in the process of transforming yarn into cloth, 
and the value of the tailor's output consists of the 
further value added by turning cloth into suits. It is 
worth noting that, since the domestic product 
includes only the value added within the country, it 
must exclude the value of imported goods and 
services, which are part of the domestic products of 
other countries. Domestic product of course 
includes goods and services exported, also the 
additions to work in progress and goods in stock.

The domestic product  is the sum of value 
added by all industries in the United Kingdom and is 
the counterpart of the total of domestic factor 
incomes. As in the case of incomes, the nationai 
product  Is derived by adding net income from 
abroad.

National expenditure
Since the national income is equivalent to the 

value of goods and services which are produced by 
the economic activity of the nation, it can be 
measured not only as the sum of factor incomes, or 
the total value added in production, but also as the 
sum of expenditure on the goods and services 
produced. Broadly speaking, national expenditure 
can be divided between consumption and adding to 
wealth. Consumption is taken to comprise all kinds 
of current expenditure on goods and services, 
whether by private individuals or by collective bodies, 
including the government. Adding to wealth is taken 
to mean the net additions to the stock of capital 
assets. Assets in this sense comprise both physical 
assets the stock of factories, machinery, houses 
and so on —  and financial assets in the form of
holdings of securities and other claims, and in the 
form of currency or bank deposits. But every 
financial asset or claim Is necessarily a liability of 
someone else (including currency which is regarded 
as a liability of the issuing authority). Hence, within 
the nation, financial assets must be offset exactly by 
financial liabilities. Adding to wealth, or investment, 
by the nation as a whole thus means net additions to 
the nation's stock of physical assets together with 
any net addition to the total claims by residents of 
the nation on residents of other nations, in the form

of gold, foreign exchange, holdings of shares in 
non-resident enterprises, trade credit, etc.

The net addition to claims on non-residents will 
result from the difference between the value of 
goods and services we sell abroad and those we 
import and from property income earned abroad 
/ ess  property income paid abroad.

Just as the national income is not simply the sum 
of ail incomes, the national expenditure is not the 
sum of all purchases. It is defined to exclude the 
transactions that occur, for example, when a 
commodity (yarn for weaving) or a service (the 
carriage of yarn from spinner to weaver) is sold for 
the production of a suit. This amounts to drawing a 
distinction between final and intermediate 
purchasers and transactions. The suit is a final 
product; its purchaser, the consumer, is a final
purchaser; and his purchase from the tailor is a final 
transaction, and a part of final expenditure. The 
transactions conducted between the tailor and the 
spinner, the spinner and the weaver, the weaver and 
the transporter, and so on, are all intermediate 
purchases reflected in the final price of the suit and 
must be excluded. Thus all purchases of goods and 
services for use in current production and 
subsequent resale are intermediate purchases. Note 
the difference between this treatment from the 
expenditure point of view and the treatment from the 
product side. We calculate total domestic product 
by summing the value added by each industry, but 
total domestic expenditure by summing only final 
purchases.

There is one exception in the expenditure 
accounts to the exclusion of intermediate
transactions: goods added to stock and additions to 
work in progress during the period, for example a 
year, must be regarded as additions to wealth within 
that year, and are accordingly treated as final 
expenditure.

National expenditure is thus another aspect of the 
national income and national product, and in a closed 
economy, that is to say, an economy having no 
international trade, the total of alt final expenditures
—  total final expenditure —  would equal the 
domestic product and would relate to the same 
collection of final goods and services. In these 
circumstances, too, final expenditure would consist 
solely of final expenditure by residents of the nation
—  total domestic expenditure.  In an open
economy, however, final expenditures also include 
expenditure on goods and services by residents of 
other countries (i.e. expenditure on exports), so that

not only totaltotal final expenditure comprises 
domestic expenditure but also exports of goods and 
services. Moreover, many final goods and services 
contain imported materials: final expenditure on such 
goods and services therefore generates income and 
product not only in the domestic economy but also in 
the overseas countries from which the imports are

Thus total final expenditure also equals
imports of goods and

bought.
domestic product plus 
services.

In estimating national expenditure it is not in fact 
practicable to eliminate the import content from each 
kind of expenditure, for example, from consumers' 
expenditure. The statistics from which the estimates 
of consumption and investment are derived relate to 
the total value of the final goods and services 
concerned, including their import content, and the 
estimate of national expenditure is arrived at by

ai
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subtracting from this total value of final products the 
total value of imported goods and services. Thus, 
national expenditure is calculated from total 
expenditure by residents of the nation on all final 
goods and services, including their import content 
— in other words total domestic expenditure — p l u s  

exports of goods and services l e s s  imports of goods 
and services, p l u s  net property income from abroad. 
It is identical with the value of goods and services 
becoming available as a result of the nation's 
economic activity, and thus with the national income 
and the national product.

In practice there are errors and omissions in the 
measurement of all three approaches to gross 
domestic product. The series shown in the summary 
table of F i n a n c  i al S t  at i st i c s  \s a simple average 
of the income, expenditure and output measures of 
gross domestic product at current market prices.

unique or readily measurable quantity, and that even 
if it were, estimates of income and product before

would still be needed fordeducting it would still De needed tor some 
purposes. The statistics accordingly give 
precedence to measurements of g r o s s  income, 
product and expenditure, before making allowance 
for depreciation.

To preserve the true significance of the 
expressions national income, national product and 
national expenditure, the terms used to describe the 
estimates before deduction of capital consumption 
are national income p l u s  depreciation, gross 
national product and gross national expenditure. The 
estimates after deduction of capital consumption are 
described as national income, net national product 
and net national expenditure. In published tables the 
terms generally used are gross national product for 
the gross concept and national income for the net 
concept.

)

b u t

f i n a l

n o

Gross versus net national product: 
allowance for capital consumption

To each of the three identical aggregates 
described above there corresponds a g r o s s  and a 
net concept. The process of production and the 
passage of time involve a gradual using up of the
nation's productive assets -----  its buildings and
machinery. This capital consumption, or 
depreciation, should clearly be taken into account in 
calculating the net annual additions to the nation's 
stock of wealth, and should accordingly be regarded 
as a deduction from income, product and expenditure 
— from income and product, because the using up of 
assets is a necessary cost of earning the income or 
producing the output; from expenditure, because 
depreciation of capital represents a reduction in 
national wealth. But the main aggregates are shown 
before deducting depreciation, mainly because 
estimates of it can be made only on the basis of 
convention or of some arbitrary principle of 
calculation. The difficulty arises from the fact that 
the cost of using up fixed capital cannot be 
measured directly; it is not represented by actual 
transactions. In business accounting, this unrecorded 
element in current costs of production is met by 
provisions for depreciation. These provisions are 
generally not of the kind needed for national income 
accounts because in the past they have usually been 
made in terms of the original cost of the asset; in 
other words, they provide for the setting aside of the 
original money outlay during the assumed life of the 
asset. For the national accounts the current charge 
for the use of assets must be calculated in terms of 
current prices — the prices, that is, at which other 
transactions in the accounts are measured. Capital 
consumption allowed for in the national accounts 
should be related to the current value of resources 
used up in production as this is the only way both of 
securing internal consistency between the cost of 
using capital and other current costs of production, 
and of treating consistently the uses of different 
kinds of capital assets. The estimates of capital 
consumption are based on broad assumptions about 
the expected lives of capital assets and their pattern 
of utilisation. Assets are assumed to render their 
services in equal amounts in each year of their life 
— the 'straight line' basis of depreciation.

What all of this amounts to is that the allowance 
for capital resources used up in production is not a

Stock appreciation
A special problem in measuring additions to the 

national wealth arises when allowing for changes in 
stocks. The concepts adopted for the measurement 
of national income and wealth require a measure of 
the change in stocks valued in the same way as other 
transactions in the system, that is at the prices of the 
period concerned. Business accounting methods, 
which provide most of the statistics actually used for 
reckoning incomes and changes in stocks, adopt a 
convention which results in a rather different 
valuation in times of substantial changes in prices. By 
this method, profits earned by a trading enterprise in 
a given period are calculated by treating stocks taken 
over from the preceding period as a purchase, while 
stocks handed on to the following period are treated 
as a sale. As a result, any increase in the value of 
stocks between the beginning and the end of the 
period will enter into the accounting profit, together 
with the excess of sales to outsiders over the sum of 
purchases from outsiders, payments for labour and 
depreciation charges. Expenditure during the year in 
purchasing materials is allowed as an operating 
expense, entering the calculation of profit only to the 
extent that the money value of stocks and work in 
progress at the beginning of the year is maintained. 
Any increase in stocks resulting from purchases in 
excess of this will appear as a form of investment, in 
other words, as a use of profits.

If this definition of profit were accepted in 
national income measurement, it would mean that 
any increase over a year in the money value of 
stocks would be treated as adding to wealth, even if 
the physical volume of stocks remained constant or 
declined. But for a measurement of income and 
stock changes consistent with the other flows dealt 
with in the system of national income statistics, it is 
desirable that additions to wealth should include only 
additions arising from the economic activity of the 
period; any increase in the physical volume of stocks 
should be included, but not an increase in the money 
value of stocks due to a rise in the prices at which 
stocks are valued. The effect of traditional 
accounting methods is that in times of rising prices 
the money value of stocks increases by more than 
the physical volume valued at the prices of the year, 
and book profits thus incorporate an amount which 
from the present point of view must be regarded as a

I L. I •
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capital gain, not as income. The difference is 
described as stock appreciation. In reckoning the 
national income, product and expenditure, the 
estimated amount of stock appreciation is subtracted 
from the estimate of incomes and stock changes 
derived from accounting data. The stock change 
after this adjustment is described as the Value of the 
physical increase in stocks'. If prices are rising, 
stock appreciation is positive; if prices are falling, it 
is negative. In the sector accounts, consideration of 
stock appreciation is most important in the 
appropriation account of industrial and commercial 
companies (table 8.1) where it is distinguished within 
the figures of gross trading profits. See also 
page 85.

Market prices and factor cost
From the point of view of the purchasers, it is 

most appropriate to value the various forms of final 
output at the prices which are actually paid for that 
output. But, notwithstanding the equality between 
expenditure and income, the aggregate value of 
goods and services calculated in this way will not in 
general be equal to the sum of factor incomes arising 
from production. This is because the price paid by 
the purchaser often includes an indirect tax or a 
subsidy which accrues to, or is paid by, the

and cannot be identified withgovernment and cannot oe laentitieo with any 
specific goods or services which the government 
provides, or receives, in return.

There are, therefore, two different ways of 
valuing national expenditure and the national 
product; at market prices, including all taxes on 
expenditure, and excluding all subsidies; or at factor 
cost, representing only the sum of the incomes of 
factors of production.

In the official statistics of the UK, the national 
product is usually expressed at factor cost. In the 
case of national expenditure, the components are 
shown at market prices (the basis on which the 
statistics are naturally compiled), and total national 
expenditure at factor cost is derived by summing the 
components in terms of market prices and then 
deducting indirect taxes and adding subsidies.

Expenditure and output at constant
prices

For many purposes, the comparison of estimates 
of g r o s s  d o m e s t i c  p r o d u c t  over time is of more 
interest when the effects of changes in prices are 
eliminated. Accordingly, estimates of the g r o s s  
d o m e s t i c  p r o d u c t  and its components are made 
not only in 'current prices', (the prices of the period 
concerned) but in 'constant prices', that is to say, the 
average prices of some selected base year. Estimates 
of g r o s s  d o m e s t i c  p r o d u c t  at constant factor cost 
or constant market prices in principle show the 
growth of the volume of output over some period. It 
should be noted that most tables in F i n a n c i a l  
St at i St i cs  are in current price terms.

Accounts by sector and type of activity
If national income and national expenditure are 

by definition equaf, then it follows that the statistics 
can be presented in the form of a balanced account, 
showing for example the various kinds of national 
expenditure on one side of the account and the forms 
of income on the other, the two parts adding to the 
same total. A natural extension of this is to show 
balanced accounts summarising the transactions of 
particular groups or entities within the economy. The 
principal advantage of such a framework is that it 
displays the relationships between the different parts 
of the economy and the different forms of economic 
activity in a way which the statistics of aggregates 
cannot do. The division of the economy into sectors 
is accordingly a primary feature of a national
accounting system and this is the main emphasis in
F i nanci al Statistics.

The national income and expenditure accounts 
and the financial accounts are organised in terms of 
a few consolidated sectors. In principle, these 
sectors are defined in such a way that economic 
units in each one can be expected to behave in 
broadly similar ways and transactions between the 
sectors have special economic significance. The 
choice of sector boundaries is crucial, for all flows 
within sectors are omitted. In practice, limitations in 
the available data restrict, to some degree, the 
definitions used. The detailed definitions of sectors
are given 
publication.

Such a 
classifying 
consistently

m the respective sections this

system also requires a method of 
transactions which can be applied 

to the various forms of economic 
activity. There are two points of view from which 
transactions are classified. First, all economic 
activity can be grouped under three headings: 
production, consumption and adding to wealth. A 
production account records the transactions involved 
in the production and supply of goods and services. A 
consumption account (or income and expenditure 
account) records the current expenditure out of the 
income generated in production or received by 
transfers. An account for adding to wealth (or 
capital account) records the use of savings derived 
from an income and expenditure account.

Secondly, all transactions can be divided 
between:

(a) payments made for the supply of goods or
services

(b) other payments, i.e. transfer payments such 
as taxes, grants, gifts, interest and payment 
for the acquisition of financial assets.

Only the first are relevant to the national product. 
Transfer payments to and from abroad affect the 
national disposable income and the balance of 
payments.

The production account corresponds roughly to 
the trading account of a firm. The main elements on 
the expenditure side are the current costs of 
production such as materials, rent, wages and 
salaries and so on and the receipts side comprises 
principally the revenue from current sales, together 
with any subsidies received and any additions to the 
value of stocks and work in progress. The balance is 
trading profits. In the United Kingdom national 
accounts a production account is compiled for only 
one sector — public corporations, and is found only 
in the Blue Book.
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The system of sector accounts
Table numbers in cells relate to the February 1988 issue of F i n a n c i a l  Stat is t i

ta) described as current account
(b) described as appropriation account
(c) holdings of public sector debt (at nominal values) are published annually as table SI
(d) sources and uses of funds presentation
<e) selected assets and liabilities of groups of institutions only
(f) selected assets and liabilities only
(g) annual balance sheets
(h) selected assets and liabilities only. A fuller statement of assets and liabilities is given annually in 

United Kingdom Balance of Payments —  Pink Book
(i) assets defined as money'ftables 11.1, 11.2, 11.4)

The income (or trading profits) derived from the 
production account of a trading enterprise is carried 
into its income and expenditure account. In the case 
of corporate enterprises this is described as an 
appropriation account, in which the receipts of 
income, both from its own production account and 
from other sources, such as investments, are shown 
as distributed to the shareholders, the debt-holders, 
or in taxes to the government. What remains, the 
undistributed income, is the enterprise's saving. 
Sectors consisting wholly of productive enterprises 
(the company sector and the public corporation 
sector) show no current purchases of goods and 
services on income and expenditure account since 
they are not regarded as final consumers. Their 
spending consists wholly in the distribution of 
income by transfer payments of interest and 
dividends or grants, or by taxes. The purchases of 
goods and services of a productive enterprise are 
wholly on production account or capital account.

The analogous income and expenditure account 
of persons contains items some of which are, in

general, basically simitar. Income includes the 
trading profits of unincorporated enterprises (income 
from self-em ploym ent and rent) and the factor 
income of employed persons (income from  
employment), and current transfers, mainly grants 
from the government. There is a big difference on 
the expenditure side because persons are final 
consumers and the bulk of the sector's outlay is 
devoted to c o n s u m e r s '  e x p e n d i t u r e .  Interest 
payments are much less important and are not 
shown as part of expenditure, but are netted off from  
interest income. The other important expenditure 
items are taxes on income and national insurance 
contributions. As in the case of other sectors, what 
remains after accounting for all expenditure is 
saving, and is carried forward to the capital account. 
(Sectors can of course, spend more than their income 
in some periods and in these cases a negative item, 
dis-saving, goes to the capital account.)

The sum of the saving of each sector represents 
the total of national saving available for adding to 
wealth.
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The capital account for the nation as a whole 
shows this sum of domestic sectors' saving  as a 
receipt, together with any net capital transfers from 
the rest of the world. These total receipts are 
balanced by spending on additions to wealth, both in 
the form of physical assets (fixed assets or stocks) 
and financial assets, in the form of financial claims 
on the rest of the world. (UK residents' financial 
claims on each other cancel out as far as the nation 
as a whole is concerned.)

The capital account for each sector shows as 
receipts the saving  on its income and expenditure 
account, capital transfers  received both from 
other domestic sectors and from overseas and 
financial liabilities contracted to other sectors. This 

balanced on the expenditure side by capital
transfers paid, the increase in the sector's physical 
assets and financial assets acquired as claims on 
other sectors. It is often convenient to restrict the 
capital account to the acquisition of physical assets 
and to show only one net item for financial assets 
acquired less liabilities contracted. This f i nanci al 
surplus  or f i nanci al deficit  is the balance of 
capital receipts over capital payments and has been 
termed the net a c q u i s i t i o n  of financial 
assets.  Financial transactions are then shown 
separately in a financial account. For some sectors 
both capital and financial transactions are also 
shown in a combined account, showing sources and 
uses of funds and in this form of presentation, the 
intermediate balance financial surplus or 
deficit  does not appear.

Conceptually, the sum of the financial 
surplus or deficit  by the domestic sectors is 
equal to the net acquisition of financial claims on the 
rest of the world, although in practice estimation 
errors obscure this equality. Physical assets held 
abroad are regarded as financial assets (in the same 
way as physical assets in the United Kingdom owned 
by non-residents are regarded as financial liabilities), 
and the sum of the net acquisition of financial assets 
for all domestic sectors is then equal In concept to 
net investment abroad.

The financial surplus or deficit  is the 
balance carried forward from the sector capital 
account to the sector financial account. Conceptually, 
the sum of each sector's transactions in financial 
assets and liabilities is equal to this balance. The 
financial account shows the changes in various 
financial liabilities, such as borrowing and the issue 
of securities and in various financial assets, such as 
loans made, deposits with banks and holdings of 
stocks and shares.

The location of the various types of accounts and 
presentations for each sector is displayed in the 
previous table.

The theoretical relationship between the financial 
accounts and the national accounts can be expressed 
symbolically, as shown in the diagram at the end of 
the Introduction. In practice this has to be modified 
to take account of deficiencies in the available data, 
which brings about a residual error  in the 
national accounts and the b a l a n c i n g  item  in the 
sector accounts (see page 27).

Summary analysis by sector
The table opposite summarises the current, 

capital and financial accounts for 1986 appearing in 
the various sector accounts throughout the Blue 
Book. Three groups of transactions ---------
inter-sector t r a n s f e r s . capital transfers 
and f i nanc i al transactions  —  balance out to
zero as they represent transactions between sectors. 
The other items of income and expenditure which 
appear in the Total  column combine to produce the 
income-based and expenditure-based measures of 
gross domestic product at factor cost or market 
prices. Thus the i n c o m e - b a s e d  measure at factor 
cost  comprises the sum of the first five entries in 
the total column ( box A). Adding taxes on 
expenditure and deducting subsidies converts this to 
a market orice basis. Theprice oasis, ihe e x p e n d i t u r e - b a s e d  
m e a s u r e  of gross domestic product at market 
prices  is shown in box B. Deducting taxes on 
expenditure and adding subsidies converts this total 
to a factor cost basis. The estimates of gross 
national product  can be derived from gross 
domestic product  by adding net receipts of 
interest, profits and dividends from the rest of the 
world — this appears in the overseas sector column 
(see box C, with arithmetic signs reversed).

The summary analysis highlights many of the 
other important economic aggregates. It enables the 
inter-relationships between the economic aggregates 
to be seen. Boxes D and E show personal disposable 
income and personal consumption respectively, both 
of which contain elements contributing to the income 
and expenditure measures of gross domestic product. 
The current balance in the balance of payments 
accounts appears on the saving row in the overseas 
sector column. In the financial accounts the PSBR 
and money supply M3 are shown in boxes F and G 
respectively. The trade balance is shown in box H.

Balance sheets
Earlier in this chapter we saw how the flow of 

funds accounts provided a framework for the analysis 
of financial flows and for helping to identify some of 
the links between the different categories of 
transactions. But the accounts are insufficient for a 
satisfactory understanding of the behaviour of the 
various sectors of the economy. In many cases the 
reasons for financial flows between sectors include a 
desire to alter the composition of a balance sheet. 
For example, a transaction is often undertaken to 
change the owner's stock of some asset or other 
— perhaps as a reaction to, for instance, a change in 
the value of that asset — and must be interpreted in 
that light.

The analysis of the flow transactions of a 
particular sector in terms of its balance sheet 
accordingly requires additional data on the levels or 
stock of its assets and liabilities. In these terms, the 
cash transactions of a sector over a particular period 
will depend not only on the amount of new funds 
flowing in and on such influences as actual or 
anticipated shifts in the relative yields of the various 
competing investment outlets, but also on the overall 
pattern both of the sector's asset portfolio and of its 
total liabilities.

0th

lilin

C A P r

Bilii

0



Summary analysis by sector 1986

l a t e s

s a b l e

b o t h

: o m e

d u c t .

l e n t s

CURRENT TRANSACTIONS

Factor incomes:
Income from employment 
Income from self-employment 
Gross trading profits, etc 
Rent
Imputed charge for capital consumption 
less stock appreciation

Inter-sector transfers:
Corporate income from abroad 
Profits due abroad 
Dividends and interest; receipts

payments
Taxes on income
Social security contributions
Social security benefits
Other current grants by government:

receipts
payments

Other current transfers : receipts
payments

Royalties and licence fees on oil and 
gas production

Factor cost adjustment: 
Taxes on expenditure 
Subsidies

Expenditure:
Consumption
Exports of goods and services 
Imports of goods and services

nee = Saving

CAPITAL TRANSACTIONS

Gross domestic fixed capital formation 
VaJjUe of physical increase in stocks 

and work in progress 
Taxes on capital
Other capital transfers : receipts

payments

Balance = Financial surplus or deficit

Personal
sector

-234 167

23 005

-18  123

Indust
rial and 
commer
cial com
panies

209 445
34 340
16 506

485
-340

34 685
-24 353
-38 004
-26 067
40 616
9 927
1 839

-1 904

Monetary
sector

Other
financ
ial mst- 
Itutions

Public
corpor
ations

Central
govern

ment

■

57 472 -6  687 8 126 -280
2 077 342 553 104

• — — 1 101
-1 899 -92

7 796 7 746 72
-4 825 -702 —

5 229 38 385 1 058 8 267
-20 030 -25 976 -3  293 -16 010
-12 480 -1 618 -328 52 430

— -
— 26 067

— - - 41 005
2 135

— -
— 31 483

-
— — 241

- n o -24 —

-941 -
— 941

47 166
•

■

-5  389

*

-48 724

32 301 11 466 6 085 -4  439

-25 992 -977 -6  284 -5  555 -3  303
-405 — — 164 -104
-68 -48 -529 -16 2 588
697 — — 654 9
-94 — — -137 -3  199

Local
author
ities

Overseas

441 
2 912 
1 440

878 
-4  241

21 804 
-4 229

15 107 
-1 078

-30 699

2 340

-3 993

733
-595

sector TOTAL

— 209 445
34 340

— 59 072
- 22 494
— 3 026

-2 331

-15 614 -
5 527

-37 157 1
31 756 1 :

389 -

3 981]r —
-2 135'\

1 663 (
-1 7051

B 1
62 273
-6 467

H 1 . -313 590
-97 835 -97 835
101 308 101 308

980 71 738

4 681 6 439 2 472 1 156 1 195 -8  448 -1 515 980 6 960

u

\

FINANCIAL TRANSACTIONS 

Notes and coin
Treasury bills and government 

securities
National savings and tax instruments 
Issue Department's transactions in 

commercial bills
Other government domestic transactions 
Government overseas transactions 
Local authority debt 
Public corporations' debt 
Deposits with monetary sector:

Sterling sight 
Sterling time 
Foreign currency 

Deposits with other institutions 
Bank lending ^excluding public sector) 
Other lending 
Trade and retail credit 
UK and overseas securities and 

unit trust units 
Other domestic transactions 
Other overseas transactions 
Accruals adjustments

Total financial transactions

BALANCING ITEM

pn
271 381 11 -18 - -674 — 40

3; 361 -153 1 316 162 122 -7  123 -7 2 322
2; 553 -425 136 307 62 -2  633

-522 — • 522 — *

-38 -60 -137 -677 -489 818 595 -12
— — 143 1 402 — 283 — -1 828

-1 045 -79 -1 832 -354 -116 5 787 -2  460 99
-19

r
-524 21

---------- 1-
350 213 18 -59

e) 924 3 520 -14 103 1 904 184 271 172 1 128
11 504 4 741 -16 213 3 758 720 33 994 4 463

36 2 969 -65 956 4 447 56 -11 15 58 444n1 893 540 422 13 361 — • 506
-6  051 -4 807 83 056 18 379 - — — -53 819

-26 667 -488 4 666 22 735 37 613 -465 -431
9 191 — -20 -475 240 • 55

4 446 -3  167 9 929 14 128 -40 -3  809 - -21 487
20 889 -3  994 -80 19 879 30 -858 -23 3 915

8 3 369 809 7 46 -156 -4  083
787 219 24 1 465 140 -1 986 -649 —

18 861 2 235 1 638 -2  334 627 -8  470 -1 810 -10 747

-14 180 4 204 834 3 490 568 22 295 11 727
1 Figures are as published in the 1987 CSO Blue Book
2 Excluding tax credits.
3 After providing for stock appreciation but before providing for additions to dividends, interest and tax reserves
4 A positive figure indicates a decrease in stocks
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Introduction

For such analysis we clearly require estimates of 
the levels of important assets and liabilities for every

of the economy, and covering not only
Such

sector
financial items but also physical 
comprehensive sector balance sheets need to be 
integrated as far as possible with the cash flow  
figures in the flow of funds accounts by dividing the 
changes in levels between cash flows, changes in 
market values, and other changes (in sector 
boundaries, for example).

Provisional balance sheets for all sectors of the 
economy, covering both financial items and physical 
assets, were presented in an article by C W Pettigrew 
in November 1980 issue of E c o n o m i c  T r e n d s .

Sector and national balance sheets for end-years 
1975 to 1986 were published in U n i t e d  K i n g d o m  
N a t i o n a l  A c c o u n t s ,  1987 edition. Updated figures 
of the sectoral distribution of financial assets and 
liabilities are published in supplementary tables S5, 
S6 and S7 in F i n a n c i a l  S t a t i s t i c s .  Quarterly 
estimates of financial assets and liabilities of the non 
bank private sector are given in Section 14. Where 
other figures of stocks of financial assets and 
liabilities appear in F i n a n c i a l  S t a t i s t i c s  they 
have been included in the diagram on page 7.

Quality of data
Among the thousands of series published in 

F i n a n c i a l  S t a t i s t i c s  the quality of the data 
varies considerably. The H a n d b o o k  endeavours to 
give for each table or group of tables an indication of 
the reliability of the constituent series. For 
economic and financial series in general the 
statistical measures of standard errors and variances 
do not apply. For national accounts series compiling 
statisticians have assessed subjectively the margins 
of error in recent annual estimates and assigned 
series to one of three groups:

A + or -  less than 3 per cent (good)
B + or -  3 per cent to 10 per cent (fair)
C + or -  more than 10 per cent (poor)
(United Kingdom National Accounts: 
Sources and Methods (HMSO. 1985) 
paragraphs 3.37 et seq.)

For financial transactions, which can fluctuate 
between large positive and negative flows, such 
percentage assessments are inappropriate, and a 
classification based on methods of estimation is used 
(see Section 1, page 18).

Some series (principally foreign exchange rates, 
interest rates and security prices) are completely 
accurate at the time and place at which they are 
measured, but users should remember that they vary 
at intermediate dates or in other markets.

Other publications
Quarterly sector income and expenditure and 

capital accounts are also published in E c o n o m i c  
T r e n d s ^  both as supporting tables to the quarterly 
national income article and, in certain cases, in the 
regular tables, at about the same time as this 
information is published in F i n a n c i  al 
S t a t i s t i c s .  Only a very limited amount of
information on financial transactions is, however, 
included in E c o n o m i c  T r e n d s .

Sector accounts, including financial accounts, for 
a long run of annual periods are published in U n i t e d  
Ki n g d o m  N a t  i o n a l  A c c o u n t s .

Summary capital accounts and financial accounts 
are published in the B a n k  o f  E n g l a n d  Q u a r t e r l y  
B u l l e t i n  shortly after they appear in F i n a n c i a l  

S t a t i s t i c s .  Whilst the financial transactions 
matrix and that in F i n a n c i a l  S t a t i s t i c s  are now 
in the same format, the Q u a r t e r l y  B u l l e t i n

includes somewhat different sector time series 
tables.

In the Q u a r t e r l y  B u l l e t i n  both the financial 
transactions matrix and the sector time series tables 
are seasonally adjusted. An explanation of the Bank 
of England's seasonal adjustment process is given in 
the Bank's publication. U n i t e d  K i n g d o m  f l o w  of 
f u n d s  a c c o u n t s :  1 9 6 3 - 7 6 .  which also includes 
general information on flow of funds (financial) 
accounts and a description of international 
presentations. There are historic runs of quarterly 
statistics covering fourteen years in the format used 
by the Bank until March 1981 in which there was 
rather more aggregation of the various types of 
financial transactions than in the format used at 
present. The Bank publishes an article in the August 
Q u a r t e r l y  B u l l e t i n  each year commenting on 
sector financial transactions in the previous year 
together with a full set of the Bank's sector time 
series tables. In the other three issues of their 
Q u a r t e r l y  Bui let in the Bank publishes seasonally 
adjusted figures for the matrix and the sector time 
series for the public, personal and industrial and 
commercial companies sectors only.

As well as being the only vehicle in which the 
CSO presents UK quarterly financial transactions 
accounts, F i n a n c  i al St at i st i c s  is also a genera) 
digest of financial statistics. Nearly alt these 
statistics are published elsewhere, often in more 
detail, or more quickly. References to these other 
media are given in the notes to individual tables.
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Section 
Financial accounts

The financial accounts set out the transactions in 
financial assets and liabilities which accompany each 
economic sector's current and capital transactions. 
They provide a statistical framework for the analysis 
of financial transactions and enable those of one 
sector to be directly related to those of other 
sectors. Many of the tables in the remaining 
sections of F i n a n c i a l  S t a t  i st i c s  provide raw  
material to compile these accounts.

A summary of the financial accounts is given in 
table 1.1. This shows a tw o -w ay  classification of 
financial transactions, analysing them by type of 
transaction and by sector for the latest quarter for 
which data are available. This makes it possible to 
relate a sector's transactions in a particular financial 
instrument to its transactions in other instruments 
and to the transactions by other sectors.

The first five lines of table 1.1 are a summary of 
the sectors' capital account, starting with each 
sector's saving from its current account. The table 
therefore provides an outline statistical framework 
for a complete system of accounts, covering the 
financial and non-financial transactions of the 
different sectors.

The matrix presentation in table 1.1 is necessarily 
restricted to a single time period. Table 1.2 gives 
the summary capital account information for a run of 
periods and tables 1.3 to 1.11 give details of 
financial transactions of individual sectors for a run 
of oeriods. Line numbers against types of

table 1.1 are repeated in column 
headings in tables 1.2 to 1.11 to help show how the 
tables are connected.

A feature of the financial accounts is that

periods, 
transaction in

transactions in a particular financial instrument, or 
group of instruments, by all sectors sum to zero. 
The sum across sectors for each line in table 1.1, for 
example, is zero. This is because each purchase of a 
financial asset or lending is matched by another 
sector's sale or borrowing. Tables which exemplify 
this principle can be drawn up for a run of periods 
for particular financial instruments. Tables 3.5, 3.7 
and 3.11 are on these lines for three types of central 
government instrument. Similar tables are also 
given for UK company securities, overseas securities, 
loans for house purchase and SAVE contracts.

An alternative format of each sector's financial 
account is included in the relevant section of 
F i n a n c i a l  S t a t i s t i c s .  The relationships 
between the categories of financial transaction in 
Section 1 and those in other sections are set out in 
the table on page 30.

The CSO and Bank of England are jointly 
responsible for the financial accounts and their 
matrix classifications are the same. The Bank, 
however, provides rather different time series for 
each sector, akin to tables appearing in the other 
sections of F i n a n c i a l  S t a t i s t i c s .  The Bank 
seasonally adjusts all its data and some of its 
seasonally adjusted figures are used in the other 
sections of F i n a n c i  al S t a t  i st ics.^

Use of financial accounts
The financia accounts show how each sector's 

financial transactions are related to its saving and 
capital expenditure and how financial transactions 
generally are related to each other within and 
between sectors. The accounts are therefore a basis

for examining the financial effects of economic policy 
and for helping to decide future policy. They can be 
used, for example, to investigate factors influencing 
the money supply or other holdings of financial 
instruments, in particular effects of changes in 
interest rates. They can also help companies and 
others to understand the financial surroundings in 
which they are operating, for example by helping 
them to assess competition in the market for funds.

The figures for financial institutions give details 
of the large amounts which are channelled through 
them as financial intermediaries. The scale of this 
activity makes it important to know changes in their 
sources of funds and in how the funds are used, for 
example, how much is used to take up government 
debt, lent for house purchase, purchases of overseas 
securities, etc. The transactions of the financial 
institutions affect the liquidity of other sectors, 
current and capital expenditure of other sectors, and 
the financing of the p u b l i c  s e c t o r  b o r r o w i n g  

r e p u  i r e m e n t .

The financial accounts are helpful to anyone who 
wants to link together the mass of otherwise 
disjointed economic and financial developments 
reported in the press. They also help in assessing 
the relative importance of particular kinds of 
institution and financial instrument.

Underpinning these uses, the accounts provide a 
discipline which requires the constituent statistics to 
be defined and compiled consistently. Aggregates 
within the accounts such as the public sector 
borrowing requirement, consumer credit, and 
measures of the money supply are consistent with 
each other and with all the other transactions in the 
accounts.

The current, capital and financial accounts 
provide a complete set of flow accounts for each 
sector. In principle, flows into and out of each 
sector should exactly balance. In practice, a 
balancing item is needed, reflecting errors and 
omissions anywhere in the three types of account. 
The sizes of the balancing items and their variation 
from period to period are helpful in assessing the 
quality of the statistics and may indicate need for 
new sources of data or improvements in 
methodology.

Forecasting
The accounts are particularly useful in

forecasting, for they permit one not only to discern 
past relationships between economic and financial 
variables, and extrapolate them into the future, but 
also to assemble the various elements of such a 
forecast in a framework which allows them to be 
tested against each other for consistency and 
plausibility.

Since the early 1960s official financial forecasts 
have been constructed in financial accounts form, in 
association with the forecasts of income,
expenditure, saving, the current account of the 
balance of payments and so on. A description of 
these was given in an article in the June 1977 issue 
of the B a n k  o f  E n g l a n d  Q u a r t e r  1y  B u l l e t i n .  

The financial accounts forecast shows the possible 
implications of the other forecasts for the system, 
and allows financial factors to be considered when 
drawing up the other forecasts. During this process, 
the financial forecasts provide a consistency and
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plausibility check on the other forecasts
example, it appears from the financial forecast that 
there will be insufficient funds available to finance 
predicted investment by companies, then the national 
income forecasters may have to adjust their

The financial forecast canpredictions accordingly, 
then be used as a background against which policy 
decisions can be taken — if the financial prospects 
are unpalatable, the government may make a policy 
change, and all the forecasts would be reworked to 
take account of it.

The great merit of the financial accounts matrix 
in this process is that it keeps the various elements 
of the forecast in touch with each other and compels 
the forecaster to take explicit numerical account of 
all the implications of a change. A rise in the public 
sector borrowing requirement for example, must be 
explained in the public sector columns by some 
increase in the combined financial deficit for the 
three component sectors and/or lending to other 
sectors. At the same time, the increased borrowing 
necessary to satisfy this higher public sector 
borrowing requirement must be found from other 
sectors, and the forecast has to allow for funds being 
made available by them. Perhaps they lend less for 
other purposes, in which case the ripples spread 
even further, for the borrowers thus deprived will 
have to find funds elsewhere or cut back their own 
activities. The matrix pushes all the implications of 
the original impulse into the open, where they have 
to be considered explicitly. Developments in this 
area are described in Government Economic 
Service W o rking Paper No. 17: A Financial 
Sector for the Trea su r y  Model.

Classification of assets
Financial assets have several attributes which can 

be used as a basis for classification. Among these 
are:

(a) type of instrument, i.e. loan, security, 
deposit, etc.

(b) marketability — possible, e.g. with a listed 
security but nearly impossible with a 
building society deposit

ic) capital certainty — the ability to recover the 
full amount advanced at least 
value terms

m money

(d) liquidity the remaining maturity, irre
deemable, long, medium or short, at the 
time las well as original maturitv —  the
period for which an instrument is to stand 
from the time it is created)

(e) terms of payment of interest — periodicity; 
whether optional, fixed or variable

(f) terms of repayment of capital — instalment, 
variable or fixed

(g) type of record — registered or unregistered
(h) issuing sector — the sector for which the 

claim is a liability

It would be helpful to classify on all of these 
attributes but this would mean a very detailed 
classification, which would absorb too many 
resources, both private and public.

The UK classification is based mainly on three 
criteria and then is not fully rigorous. These are the 
institutional sector upon which the asset is a claim 
(h), the type of instrument (a), and the relative degree 
of liquidity of the assets (encompassing the

financial accounts 
only one

characteristics (b), (c) and (d) above). The most 
liquid assets are notes and coin and the least liquid 
are long-term assets such as loans and mortgages. 
But it is not always easy to decide on the relative 
liquidity of different assets; an asset may have a long 
period to maturity but be a liquid asset in the sense 
that it is readily marketable, although at some risk of 
capital loss. A classification by issuing sector is 
particularly convenient for
because many assets are the liability of 
sector.

In the UK system, the liquidity detail is 
incomplete, thus British government securities 
are not divided according to their period of maturity, 
which varies from less than a year to irredeemable. 
Also, transactions in company and overseas 
securities are not divided between debenture, 
preference shares and ordinary shares. Overseas 
assets are generally classified on a sector basis 
because of their importance in considering 
international capital movements. Liabilities of the 
three components of the public sector are also 
distinguished in order to help to show how the 
pubiic sector b o r r o w i n g  requirement  is 
financed. Even with these limitations, nearly forty 
categories are shown in the financial accounts. The 
main purpose of this amount of detail is to provide 
building blocks for users to adapt to their own needs.

Net Presentation
The presentation in the financial accounts is 'net' 

in several respects. This involves some loss of 
information but makes for simpler presentation, and 
gross data are not always available.

First, ail transactions within a sector —  for
example between one bank and another, or one 
person and another —  are. as far as possible,
consolidated; that is they are netted out and not 
included in the accounts. Only those transactions 
crossing sector boundaries are recorded. Obviously 
the greater the aggregation of sectors, the fewer 
transactions are recorded in the accounts.

Secondly, the level of aggregation in the 
classification of assets affects the presentation of 
the accounts. More information is revealed if fifty 
asset categories are identified rather than twenty. In 
particular, more information would be revealed if 
primary transactions (i.e. new issues) were shown 
separately from secondary transactions (i.e. those in 
existing assets), but virtually no data of this kind are 
available.

Thirdly, for each type of asset identified in the 
accounts, the total shown for each quarter is the net 
flow — i.e. the overall effect of a large number of

For example, intransactions in offsetting directions, 
a particular quarter the figure in the accounts for 
deposits by the personal sector in building societies 
might be £500m. This net figure summarises a very 
large number of deposits and withdrawal 
transactions by many individuals. Typically it hides 
the fact that gross flows are very much larger i.e. the 
£500m could well have been the outcome of £2,800m 
deposits less  £2,300m withdrawals. It so happens, 
that for building societies' deposits (and loans) these 
gross figures are available (table 7.6 ) but this is the 
exception rather than the rule. Other examples 
where gross figures are available are national 
savings instruments (table 3 .10) and instalment 
credit granted by retailers (table 7.5 ). Figures of
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gross flows are rarely available analysed by sector 
and for most types of financial asset gross figures 
are not available at all. Gross data in this sense are 
not particularly important in the case of assets which 
are characterised by large numbers of highly 
reversible transactions, such as for short-term  
financial assets in the money markets. They would be 
useful when new borrowing and redemptions are 
determined by different sets of underlying forces, or 
in describing the behaviour of borrowers.

Fourthly, the financial transactions are 
aggregated over a period, usually one quarter, and 
only the outcome of many individual transactions 
during that period is shown. For example, large 
purchases of a particular kind of security by sector in 
the first month of a quarter, followed by sales of 
these securities in the third month are not recorded 
in a quarterly system of accounts.

Sources and uses of funds
Tables 1.1» 1.3 to 1.11, do not put any emphasis 

on the distinction between a sector's transactions in 
its financial liabilities and transactions in its financial 
assets. The accounts are rearranged in this way in 
table 7.1 (for other financial institutions), table 8.2 
(industrial and commercial companies) and table 9.2 
(personal sector). The last two are extended to 
include the capital account. These tables are 
described as s o urces and uses of  funds accounts. 
In these tables transactions in liabilities (i.e. net 
borrowing) of the sector are regarded as s o u r c e s  of 
funds, and transactions in assets of the sector (i.e. 
net lending, including investments in liquid assets) 
are regarded as uses o f funds.

The terms s o urces  and uses  in this presentation 
are somewhat ambiguous. No attempt is made to 
allow for the fact that repayment of borrowing on the 
sources side is actually an outflow and that run down 
of assets on the uses side is actually an inflow.

A similar presentation for the monetary sector is 
shown in table 6.2, where transactions are split 
between deposits and lending, and in tables 3.3, 4.3 
and 5.3 for central government, local authorities and 
public corporations, where transactions are split in 
broad terms between those in financial liabilities 
(including the borrowing requirement) and those in 
financial assets. The relationships between these
tables and those in Section 1 are shown in the table 
on page 30.

Sign convention
A sector's balance on its current and capital 

accounts, i.e. its financial s u r p l u s  or deficit, 
is matched by the balance of its total financial 
transactions. The convention is to give these 
balances the same sign. Net financial surpluses are 
shown with positive sign, and so are net purchases 
of assets and net reductions in liabilities. Conversely, 
net financial deficits are negative and so are net 
sales of assets and net increases in liabilities.

Valuation
In the UK financial accounts, the object is to value 

each transaction at the price at which the asset is 
exchanged, which means that when an asset is sold, 
the value recorded is the amount received from the 
sale, and when an asset is acquired, the value is the 
amount paid by the purchaser. These recorded

transactions are then consistent with, for instance, 
any corresponding changes in bank balances. 
Transactions are thus recorded on a cash value basis.

Unrealised capital gains and losses are not 
recorded in the financial accounts, and realised 
capital gains and losses are not distinguished. A 
person may sell a block of shares for £1,000 after 
having paid, say £900 for them at an earlier date and 
so make a capital gain of £100. The financial 
accounts will record only the cash transactions —  
the purchase of stock for £900, and the sale of stock 
for £1,000. Some unrealised gains and losses are 
included unavoidably because, in a few  cases, it is 
not possible to obtain figures for transactions 
directly and estimates are entered as changes in the 
value of holdings. For short-term  sterling assets this 
is not serious because their value does not change, 
or moves only within narrow limits. For securities 
and foreign currency items changes in holdings will 
often be very different from the cash transactions. In 
practice most of the figures for securities are 
reported transactions and estimates are made of 
valuation changes in most foreign currency items.^

Timing of transactions
The current, capital and financial accounts are 

intended to be on a common time base. This 
involves the problem of recording transactions 
between sectors in the same account period for both 
sectors and of recording accompanying transactions 
within sector in the same account period.

Within sector accounting is, in principle, a double 
entry system with timing arranged as follows. 
Transactions in the current and capital accounts are 
generally recorded when change of ownership takes 
place and/or amounts become due. These 
transactions where completed in the account period 
(i.e. payment made) and transactions which are 
entered as payments are accompanied in the 
financial account by transfers of bank deposits, notes 
and coin, or other means of settlement. Transactions 
which are not completed in the account period are 
accompanied in the financial account by entries in 
trade credit (for items which derive from the 
production account) or in accruals adjustment (for 
other items, such as interest which has accrued but 
not yet been paid). When these transactions are 
completed in later time periods, the timing 
adjustments are reversed and the amounts included 
in bank deposits, notes and coin, etc.

Timing consistency therefore depends on 
consistency between measurements of change of 
ownership, payment, timing adjustment and 
settlement. These span a wide range of data 
sources whose consistency is difficult to assess. For 
example, the financial s u r p l u s  or d e f i c i t  of 
industrial and commercial companies includes their 
profit figures derived ultimately from tax 
assessments. Their trade credit  entries include 
data drawn from export credit guarantees. Figures 
for their bank d e p o s i t s  are obtained from data 
provided by banks. It is unlikely that these sources 
will always measure associated transactions in the 
same account period Timing consistency of the 
trade credit  figures, however, is overshadowed by 
their poor coverage.

Bank deposits are measured, in principle, at the 
time cheques are banked, standing orders and giro 
transfers deducted and direct debits credited. When
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thesethe measurement is made, some 
transactions are not yet cleared through the banking 
system and appear as 'items in transit' in the 
aggregate monetary sector balance sheet. These are 
approximately allocated to deposits and lending to 
produce data as though clearance had been 
instantaneous. (On the basis of occasional studies, 
the net excess of debit over credit items is allocated 
to the industrial and commercial companies sector; 
60% is deducted from its deposits and 40% added to 

advances.) The effect of this, for chequeIts
payments for example, is that receipts in the current 
account are probably recorded a day or two later 
than payments because of postage time and 
associated movements of bank deposits are probably 
recorded a little later again, since not all cheques will 
be banked on the day they are received.

In the financial accounts, transactions in 
instruments other than timing adjustments and 
means of settlement, are recorded broadly when 
ownership changes, but the distinction from when 
payment is made is less sharp than in the current 
and capital accounts. Many loans, for example, 
come into existence only when the amount is paid. 
For many other instruments settlement is quick if not 
instantaneous. Transactions in government 
securities, for example, are settled the following day.

Much of the data for company securities are 
directly reported by 'other financial institutions'. They 
are asked to measure their transactions according to 
contract date. Payments may be awaiting settlement 
day, so the institutions are also asked to report 
amounts due to or from stockbrokers, which are 
included in the financial accounts in m i  s e e l  / a n e o u s  
d o m e s t i c  i n s t r u m e n t s  and which provide the 
required timing adjustment.

Timing consistency between sectors is affected 
by similar measurement problems. Where the 
sources differ for accompanying entries they are 
unlikely to be completely consistent. Timing 
inconsistencies between measures of income and 
expenditure contribute to the residual error in the 
national accounts. Inconsistencies between sectors 
in other items contribute to the balancing items of 
the two sectors immediately concerned and of any 
residual sector. For many entries, particularly in the 
financial accounts, inconsistencies between sectors 
are avoided by estimating both ends of a transaction 
from the same source. For example, deposits with 
building societies are estimated from building society 
data for both the other financial institution sector 
and the personal sector.

Timing discrepancies, though endemic, are less 
important compared with gross flows the longer the 
account period. They are likely to be small 
compared with gross flows during a quarter. This is 
not always quite so likely for the net flows measured 
in the financial accounts. Timing discrepancies, 
nevertheless, tend to even out over successive 
periods, and care is taken to ensure that specific 
large transactions, such as arise when there is a 
major privatisation, are entered consistently.

Timeliness
Figures for the central government's financial 

transactions are available a few days from
end-of-quarter and for the local authorities and 
monetary sectors within about a month from 
end'of-quarter. Figures for the balance of payments

accounts become available during the second month, 
as do returns from nationalised industries and some 
other public corporations. Accounts for the public, 
monetary and overseas sectors are then produced. 
Many of the results from 'other financial institutions', 
notably insurance companies and some pension 
funds, do not become available until the third or 
fourth month. Only when returns are complete can 
the financial accounts for the quarter be put together 
and all the figures for the personal sector and the 
industrial and commercial company sector be 
derived. Full financial accounts for the quarter 
appear four months in arrears, although certain 
information is issued by press notice as it becomes 
available.

A general outline of sources and
methods for the financial accounts

The sources and methods for estimating sector 
transactions in each kind of asset identified in the 
financial accounts are described separately on pages 
17 to 27. However, it is useful first to consider these 
details against a background of general principles, 
beginning with an entirely theoretical ideal system of 
data collection and then explaining how for practical 
reasons it is necessary to depart from this ideal in a 
number of ways, all of which reduce the compre
hensiveness and accuracy of the accounts.

An ideal system of data collection —  involving 
scarcely any estimation and assuming no cost 
constraints — could be envisaged as follows.

The system would be mandatory, quarterly or 
more frequent reporting by every economic unit 
(including every individual person) of details of every 
financial transaction in a period, giving details of the 
other party to the transaction in each case. All 
reports of these transactions would be made to a 
single central authority, which maintained a 
continually up-dated register or list of alt economic 
units, each classified to a sector. Given the full 
co-operation of respondents the compilation of 
statistics would thus be a gigantic arithmetical 
operation. Because financial accounts are a 
subsystem within the national accounts, it is likely 
that such a system would operate as part of a 
comprehensive system of data collection of details of 
current account and capital investment transactions 
(including balance of payments statistics), thus 
pushing the onus for establishing full articulation 
between various parts of the accounts down to the 
level of the reporting unit.

In practice such a system is not feasible because 
the reporting burden and administrative costs would 
make it completely impractical to operate. 
Nevertheless, envisaging such a system provides a 
useful conceptual starting point to discuss problems 
that arise over departures from this ideal system, all 
of which are at risk to increase the size of the

A brief list ofb a l a n c i n g  i t e m  in the accounts, 
these departures on the financial side (but not on the 
national income side) is given below, together vyith 
problems that are likely to arise in each case.

1. No tw o-way check.
The ideal system outlined would involve reporting 

by each party to the transaction, thus providing a 
two-way check in each case, and providing an

c
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opportunity to resolve discrepancies with the 
economic unit concerned. If for a sector there is no 
direct reporting then one is dependent on reporting 
by counterpart sectors only and this check cannot 
operate.

2. Sampling.
Sampling is usual in some areas and introduces 

errors, particularly where it is not possible to select 
and operate a properly representative sample or to 
develop a good grossing up method. The departure 
from 100% coverage reduces the opportunity to 
employ a tw o-w ay check on the individual 
transactions.

3. Non-coincident periods.
Error arises when economic units report in 

respect of periods which are not exactly coincident 
with the calendar quarters used in the national 
accounts. This tends to occur when reporting units 
draw up their books for dates other than calendar 
quarter dates and it is not possible for them to make 
returns for the proper dates.

4. Timing errors.
As noted above, timing errors occur — and might 

do so even with our ideal system — when the two  
parties to a financial transaction do not regard their 
involvement in the transaction to be on the same 
day. This arises, for example, as explained earlier, 
because there is a delay between the initiation and 
completion of transactions through the banking 
system. Thus at the end of the period there are 
'items in transit'. In some cases, transit items are 
roughly allocated by sector.

5. Inconsistent sector classification.
In cases where reporting units classify other 

parties to financial transactions to sectors there are 
strong possibilities of error; the reporting unit may 
misctassify the counterpart unit because it does not 
know its correct sector or, for example, where funds 
are borrowed through an agent, it is not sure of the 
counterpart's identity. The fact that the information 
is then returned in aggregated form means that the 
opportunity for checking individual transactions is 
reduced.

a

6. Non-coverage of some financial transactions.
This occurs when there is no direct reporting 

from two or more sectors, for there is then no means 
of knowing about transactions between these 
sectors: this is most acute in respect of the personal 
and industrial and commercial company sectors. It 
can also happen in the case of direct reporting when 
respondents are unable to give details of certain 
financial transactions or cannot do so without 
excessive work.

Sources and methods in practice
In setting up a system of financial accounts the 

first source of data for an official statistician is 
naturally the central government itself, which can 
provide information on its own transactions and 
often on the counterpart sectors. Generally, 
information from central government records is of 
high quality, although not ideally suited necessarily 
for use in the national and financial accounts. 
Information for the rest of the public sector is slower

and less complete; not all public corporations report 
their financial transactions, for example. Much use 
is made of counterpart sources and a number of 
estimates have also to be made.

Another very important source is the balance of 
payments statistics, which, with a certain amount of 
adjustment and rearrangement, are used in the 
financial accounts (see Overseas sector below).

For those transactions which take place entirely 
between the private domestic sectors, undoubtedly 
the most cost-effective way of capturing many of 
them is to send forms to the banks and other 
financial institutions, for them to provide analyses of 
the sector sources of the funds they borrow and 
receive, the sector recipients of the funds they lend 
and their holdings of different types of securities. But 
these methods do not of course capture the 
transactions that by-pass the financial system, that 
is those between the personal sector and industrial 
and commercial company sector. Transactions in 
marketable securities by those sectors are one 
example; issuing institutions have little or no
information about transactions in the negotiable 
securities which they issue, which have to be
indirectly estimated. Some other transactions
between these sectors (e.g. trade credit) are left 
unrecorded. All this is because, with the exception 
of some minor enquiries to industrial and commercial 
companies, there are no direct statistical enquiries to 
these sectors that produce results which are
comprehensive and usable in the financial accounts. 
For a number of reasons published accounts cannot 
be used as a source. For individuals, experience 
suggests that direct enquiries, even sample surveys, 
on financial flows are unlikely to be fruitful in the 
context of the financial accounts. The following is a 
sector by sector outline description of statistical 
sources; there are more detailed descriptions in the 
notes to Sections 2 to 10.

Central government
Details of financial transactions of central 

government are based on quarterly returns by 
government departments and the accounts of the 
Treasury. These returns are generally 
supplementary to various detailed statistics which 
are available, such as the accounts of the 
Consolidated Fund and National Loans Fund, the 
Estimates, appropriation accounts. Northern Ireland 
government accounts. National Insurance Funds 
accounts, Exchange Equalisation Account (EEA) 
transactions and a host of other mostly minor 
accounts. These accounts are generally prepared 
annually and relate to years ending 31 March. They 
form the basic sources for information on central 
government transactions but few  of the figures used 
in the national accounts are readily identifiable in 
these sources. The national income accounts 
present the results of a fairly elaborate process first 
of consolidation, to eliminate many types of internal 
transactions, and then of rearrangement. But most 
of the calendar year figures and quarterly figures are 
derived from the special quarterly returns mentioned 
above although in some cases interpolation of 
financial year figures have to be used. For the latest 
year or quarters some figures are based on 
provisional estimates and may be revised later.
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Local authorities
The best source of information for local 

authorities is the statutory annual returns for fiscal 
years which are summarised for England in Local 
Government Financial Statistics  (there are 
similar publications for Scotland, Wales and Northern 
Ireland). These have two drawbacks however; first, 
they do not provide calendar year or quarterly data 
and secondly they are returned well in arrears. To 
make estimates for quarters and the most recent 
periods, special quarterly returns have been 
established, of which those most relevant to the 
financial accounts are returns for loans for house 
purchase and monthly returns of borrowing and 
fending. Loans to other local authorities are netted 
out in the local authority accounts. Figures for direct 
transactions with central government, for example 
loans from central government, are taken from the 
central government account. Changes in bank 
deposits are obtained from figures supplied in 
returns from the monetary sector (see below).

Public corporations
A certain amount of information is available from

published accounts but these do not provide data for 
quarters or the latest periods, so quarterly returns 
from the larger public corporations have been 
established to cover their financial transactions. 
Other information in the public corporation account 
comes from counterpart sources e.g. central 
government loans from central government accounts 
and bank advances and changes in bank deposits 
from information supplied in returns by the monetary 
sector. Statistics of borrowing under the exchange 
cover scheme are derived from administrative 
records maintained for the scheme in the Treasury 
and from Bank of England data on the Exchange 
Equalisation Account.

Monetary sector
Statistics of assets and liabilities of the monetary 

sector are compiled by the Bank of England from 
returns made by recognised banks and licensed 
deposit-taking institutions. The returns provide 
details of assets and liabilities at the end of calendar
quarters, including sector analyses of deposits and of 
advances and loans. An extensive reform of banking 
statistics was implemented in 1975, the sector was 
enlarged at the end of 1981, and the statistics were 
reviewed again in 1982. For further information see 
articles in Bank of E n g l a n d  Q u a r t e r l y  Bulletin 
for June 1975 New bank i ng st at i st i cs  and Money 
and banking figures: f o r t hc o m i n g  changes  in 
December 1981. A further article was published in 
the March 1983 bulletin. (See also Section 6.)

Other financial institutions
Figures of transactions in financial assets and 

liabilities by the main groups of other financial 
institutions are compiled from quarterly returns to 
the Department of Trade and Industry and the Bank 
of England, as listed below.

Group of finarKia! institutions Responsibility for inquiry

Trustee Savings Banks 
(up to 31 December 1981) 

Central Trustee Saving Bank 
(up to 31 December 1981}

National Investment and Loans 
Office
Bank of England and 
Central Statistical Office

National Savings Bank 
(investment account up 
to 31 December 1980) 

Finance houses and other 
credit grantors*

Building societies

National Investment and Loans 
Office

Property unit trusts 
Unit trusts 
Investment trusts 
Insurance companies

Pension funds

Special finance agencies and 
miscellaneous institutions

Department of Trade and 
Industry
Building Societies' Association
Bank of England and
Building Societies Commission
Bank of England
Bank of England
Bank of England
Association of British Insurers,
Association of collecting Friendly
Societies and
Department of Trade and
Industry
Department of Trade and 
Industry
Bank of England

* Many finance houses became part of the monetary sector at 
the end of 1981

Other institutions which should in principle be 
recorded in this sector are not covered in general, 
but from the beginning of 1982 returns by the 
monetary sector in respect of its borrowing and 
lending classify them correctly. See the introduction 
to Section 7.

Industrial and commercial companies
Very little direct information is available for 

financial transactions of industrial and commercial 
companies and estimating methods are very similar 
to those for the personal sector (see below). Direct 
returns on some overseas financial transactions 
received for the balance of payments accounts are 
also used in the financial accounts and retailers

their instalment credit tending. Thereport their instalment credit tending. 
Department of Trade and Industry survey of company 
liquidity (see table 8.6), is restricted to a selection of 
large companies and the results are not used for the 
financial accounts except where no other information 
is available. An alternative direct source is the 
published company accounts. These are analysed 
and aggregated by the Department of Trade and 
Industry and the results published in Business 
M o n i t o r  MA3. There are objections to using this 
source for the financial accounts, for example the 
mixture of accounting years, the inclusion of 
overseas branches and subsidiaries, the lack of detail 
on transactions in financial assets, and the lack of 
timeliness. The analysis has, however, to be used to 
estimate certain transactions in securities. For 
further information, see article entitled St at i st i cs 
on i ndust ri al and commerci al companies  in 
Statistical News,  May 1977 and two articles on 
the analysis of published accounts in St at i st i cal 
News,  February 1979.

Personal sector
No direct returns are received from the personal 

sector and estimates of its financial transactions are 
generally based either on information provided by 
other sectors or on assumptions about the sectoral 
distribution of particular financial assets. Details of 
how the estimates are made are given later in this 
section, which describes how estimates are made for 
each asset. There seems no prospect of introducing 
direct sources of information on financial 
transactions by the personal sector as a whole. 
Sample surveys of households asking about their
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transactions are costly and are not very reliable; one 
difficulty is the need to include a relatively large 
number of households in the higher income groups, 
where response to a voluntary survey is usually 
particularly low. Figures are obtained on assets and 
liabilities held by persons from the administration of 
capital transfer tax and capital gains tax by Inland 
Revenue, but for various reasons they are not 
suitable for estimating transactions over a period.

Overseas sector
The items appearing in the financial account for 

the overseas sector are mainly taken from the 
balance of payments capital account described in 
Section 10, and set out in detail in the annual 'Pink 
Book' — Unf fe d  K i n g d o m  B a l a n c e  o f  P a y m e n t s .  A 
substantial part of this account is compiled from  
sources used for other sectors' accounts also, namely 
the banking statistics, statistical inquiries to other 
financial institutions and central government records 
together with information available within the Bank 
of England on various other official transactions. 
Other statistics, specifically required for balance of 
payments purposes, are derived from inquiries into 
the overseas direct investment of companies (with 
separate inquiries to oil companies); inquiries into 
international portfolio investment transactions by 
dealers in securities: various sources of international 
trade credit information; including the Export Credits 
Guarantee Department, public corporations and 
companies: data on United Kingdom non-banks' 
transactions with banks overseas, available from the 
Bank for International Settlements; and various 
sources for minor transactions. Data on transactions 
in the latest quarter between the non-bank private 
sector and banks overseas are not available from the 
Bank for International Settlements. As a consequence, 
lines 37, 39 and 40 of section 1 are incomplete, and 
in table 10.1 as in the Balance of Payments press 
notice the transactions fall indistinguishably into the 
balancing item. A reconciliation between the 
financial accounts and the balance of payments 
accounts is published as a supplementary table and 
last appeared, with figures for 1986, in the October 
1987 issue of F i n a n c  i a) St at i st i c s  .

Table 1.1
Transactions in financial assets

This table presents financial transactions 
analysed in matrix format by type of financial asset 
and by institutional sector for the latest quarter for 
which all estimates are available. The sum of each 
sector's transactions over all financial assets is 
shown in the line t o t a i  f i n a n c  i al t r a n s a c t  i o n s  
and the arithmetical difference between it and the 
sector's f i n a n c  i a  / s u r p l u s  o r  d e f i c t ,  
measured from the current and capital accounts, is 
described as the b a l a n c i n g  item.  The nature of 
the unidentified transactions is discussed separately 
on pages 26 and 27.

The list of assets running in rows down the page 
is ordered first generally by liability sector, beginning 
with those financing the public sector borrowing 
requirement (lines 6 to 21 of the matrix) and 
secondly broadly from the more liquid to the less 
liquid assets. As the financial assets are classified in 
a uniform way for each sector, it is possible to relate

the acquisition of a particular financial asset by one 
sector to the associated changes in the assets and 
liabilities of each of the other sectors. Financial 
accounts time series for each of the eight sectors are 
given in tables 1.3 to 1.5 and 1.7 to 1.11.

Annex 2 gives the four digit identifiers for 
table 1.1. Similar codes appear on all tables in 
F i n a n c i  al St at i st i c s  . showing the relationships 
between the series and enabling ease of reference.

Table 1.2
Financial surplus or deficit: 
summary analysis by sector

This table brings together the sector capital 
accounts in summary form. For each sector the 
balance on the current or appropriation account and 
any net capital transfers are treated as receipts, 
against which capital expenditure on physical assets 
is set off to arrive at the f i n a n c i  al s u r p l u s  o r  
d e f  i ci t which is the balance on capital account. For 
the overseas sector a financial surplus is the 
counterpart of a deficit on current account in the UK 
balance of payments {plus,  from the first quarter of 
1973, c a p i t a l  t r a n s f e r  p a y m e n t s ) .  In principle 
the sum of the financial surpluses and deficits of all 
sectors should equal zero; this expresses no more 
than the fact that total national income equals total 
national expenditure or, to look at it from another 
angle, a change in one sector's financial liabilities is 
matched by an opposite change in another sector's 
financial assets. Although factor incomes should be 
the same as the sum of their expenditures, in 
practice there are discrepancies between the various 
sources on which the estimates are based and there 
is an unexplained difference. The sum of the 
financial surpluses and deficits as compiled from the 
national income and expenditure statistics equals this 
difference, which is called the r e s i d u a l  e r r o r  (see 
also the description of the b a l a n c i n g  i t e m  on 
pages 26 and 27).

The f i n a n c i a l  s u r p l u s  o r  d e f i c i t  of a 
sector is not necessarily the best key indicator of 
changes in that sector's financial position and 
alternative indicators are shown elsewhere —  eg. 
the b o r r o w i n g  r e g u  i r e m e n t s  in Sections 2, 3, 4, 5 
and 8.

The sources and methods of estimating the 
sector capital accounts are described under the notes 
for the respective sectors in Sections 3, 4, 5, 8, 9 
and 10 .

Tables 1.3 to 1.11 
Sector financial accounts

Each of these tables is concerned with one of the 
eight sectors identified in the matrix table 1.1, which 
presents the various financial transactions in the 
form of time series. There is also an extra table for 
the public sector as a whole. The tables provide a 
summary of each sector's financial activities over 
time. The asset categories are consistent with the 
matrix and are broadly comparable from one table to 
another, though more detail is shown for individual 
financial instruments where the transactions are
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Reliability gradings in the financial accounts

Central Local Public
government authorities corporations

Monetary
sector

Financial surplus or d e fic it...................................

Notes and coin ........................................................
Market Treasury bills ..............................................
British government securities..............................
National savings ......................................................
Tax Instruments .......................................................
Net government indebtedness to

Banking Department.............................................
Northern Ireland central government debt ......
Government liabilities under

exchange cover schem e......................................
Other public sector financing:

Non-marketable debt ..........................................
Short-term assets ................................................

Issue Department's transactions in bills ..........
Government foreign currency d e b t............ .........
Other government overseas financing ..............
Official reserves .......................................................
Local authority debt:

Temporary ..............................................................
Foreign currency....................................................
Sterling securities ................................................
Other sterling d e b t...............................................

Public corporations debt:
Foreign currency....................................................
Sterling ....................................................................

Deposits with banks:
Sterling s ig h t..........................................................
Sterling t im e ...........................................................
Foreign currency....................................................

Deposits with building societies .........................
Deposits with other financial institutions .......
Bank lending (exc. public sector):

Foreign currency....................................................
Sterling ....................................................................

Credit extended by retailers .................................
Identified trade credit:

Domestic .................................................................
Import and export ................................................

Loans for house purchase:
Building societies.................................................
O ther.........................................................................

Other public sector lending ..................................
Other lending by financial institutions .............
Unit trust units ........................................................
UK company securities ..........................................
Overseas securities.................................................
Life assurance and pension funds .....................
Miscellaneous domestic instruments ................
Direct and other investment abroad ..................
Overseas direct and other investment in UK ... 
Miscellaneous overseas instruments ................

Accruals adjustment ...............................................

Total financial transactions ..................................

The table is intended to give a rough assessment of reliability of 
estimates for transactions in the various asset categories by each 
sector.

Four gradings have been used but. unlike those used in United 
Kingdom National Accounts: Sources and Methods (HMSO, 1985) 
there is no attempt to quantify margins of error. The gradings 
primarily describe the nature of the estimation process, although 
progressively greater margins of error are implied The gradings are:

A Accounting-type figures, relating to individual institutions 
mainly in central goverriment.

B Reliable figures, obtained by aggregating statistical 
returns (and thus prone to coverage or reporting errors).

C Reliable figures, based on returns but with some degree of

Other
financial

institutions

Industrial
and

commercial
companies

Personal
sector

Overseas
sector

c c C D D D D

A B D D □
A B c B B D C
A B c B B D D C
A A 6 A A A
A C B B C B

A A
A B C D D

A A A A

A A A A
B C C C C C

A A A
A A D A
A A
A A

6 B D C B D D C
B B D B

B 6 C B B c
B D C B D D c

B 6 D B
A C B 6 C C D C

C C C C C C C c
B B B B B B B B
C C C C C C C C

C B C B B
B B B B B

C C C C C
c c c C c

B c C

B D D D D
B C 6 c c

B B B
B B B c 6 C
B B B c B C C B

C C c c
B B

B B B B D D D
6 B B D D 0
A D D
6 C C C C C C B

B C C D C
B C c D 0

C C B D D D

D D D C C D D

C C C B C D 0 0

estimation, e.g sampling
D Figures involving a substantial amount of estimation, or 

where the coverage is known to be significantly 
incomplete

The table refers to the reliability of quarterly figures, which are 
generally less reliable than the annual figures: later periods are 
subject to greater revisions than earlier periods. The notes to 
tables 1.3 to 1.11 contain some further guidance on certain items, 
especially where the grading is particularly debatable. It should be

I

noted that while two sectors may each report a transaction between 
them accurately, the timing may differ and figures for other sectors 
estimated by the residual method may be affected
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particularly important to 
numbers in the matrix are 
of the time series tables 
categories correspond.

the sector. The line 
repeated in the headings 
to show how the asset

Tables 1.1 and 1.3 to 1.11 
Scope of headings: by line of 
matrix

In the notes which follow the number in each
Someheading relates to the line of the matrix.

about the reliability of estimates
but an overall guide

information 
included in the notes,

IS

to
reliability is shown on page 18.

6 Notes and coin
Because the issue department of the Bank of 

England is classified as part of central government, 
the issue of Bank of England notes is a source of 
finance for the central government, as is the issue of 
coin by the Treasury. The figures for the central 
government relate to net issues of notes and coin 
l e s s  changes in the amounts held by the Bank of 
England banking department, the latter being 
included in the item n etItem

t h e b a n k i n g

g o v e r n m e n t
d e p a r t m e n t ,i n d e b t e d n e s s  to  

described on page 20.
The figures for the monetary sector (which here 

excludes the Bank of England banking department as 
far as issue department notes are concerned) relate 
to changes in its holdings of notes and coin l e s s  
changes in notes issued by the Scottish and Northern 
Ireland banks p l u s  changes in monetary sector 
holdings of Scottish and Northern Ireland bank 
notes. The figures for the overseas sector are 
estimated from balance of payments data.

Changes in holdings of notes and coin of the 
remaining sectors are divided in the ratio of 1:5 
between industrial and commercial companies and 
the personal sector, with special adjustments. One 
adjustment allows for the fact that the amount of 
notes and coin held by companies is high on 
Thursdays and the amount held by persons is high on 
Fridays. In addition to these day-o f-w eek  
adjustments, another adjustment reflects the 
build-up of persons' notes and coin over the Easter 
period.

There are no figures as yet for public 
corporations, local authorities and other financial 
institutions.

7 Market Treasury bills
These comprise Treasury bills other than those 

held by the National Debt Commissioners, the 
Exchange Equalisation Account, central government 
departments and the Bank of England. The 
counterpart of most transactions between central 
banks in support of the reserves in the form of swaps 
against sterling is included in o t h e r  g o v e r n m e n t  

d e b t  t o  o v e r s e a s .  Bills held by the Bank of 
England as the sterling counterpart of foreign 
currency deposits arising from central bank 
assistance are excluded, but the foreign currency 
deposits are included in g o v e r n m e n t  f o r e i g n  
c u r r e n c y  debt.

Net sales by central government constitute the 
increase in market Treasury bills outstanding.

Information is available about transactions by public 
corporations, the monetary sector, other financial 
institutions and non-residents. The figures for the 
overseas sector exclude the sterling counterpart of 
inter-central bank swap transactions. As holdings by 
the personal sector are known to be relatively small, 
all the residual difference between identified sales 
and purchases is attributed to industrial and 
commercial companies.

The reliability of total net offical sales is 
graded A. Local authority transactions are graded B, 
though they are generally zero. Because the 
coverage is incomplete public corporations are 
graded C. Other financial institutions are graded C 
because the figures for private sector pension funds 
are based on an unrepresentative sample and many 
of the less important groups of institutions are not
yet covered by returns.

8 British government securities
These comprise British government and sterling 

government-guaranteed marketable securities of 
nationalised industries. The figures for central 
government sales comprise total cash issues l e s s  
redemptions, (including the purchases by government 
sinking funds) and l e s s  net purchases by the Bank of 
England and the National Debt Commissioners. (Net 
purchases by the banking department of the Bank of 
England are included in the deduction since they are 
brought in at line 11 of the matrix n e t g o v e r n m e n t  
i n d e b t e d n e s s  t o  t h e  b a n k i n g  d e p a r t m e n t .) The 
figures for the rest of the public sector comprise 
identified purchases by public corporations and local 
authorities. Issues and redemptions analysed by 
individual stocks are shown in table 3.6; an analysis 
of net purchases by maturity and by sector is shown 
in table 3.5.

The figures for the monetary sector and for other 
financial institutions are derived from the quarterly 
returns made by each of the various groups of 
institutions. Figures for industrial and commercial 
companies are grossed-up estimates based on 
changes in holdings (at book value) reported by large 
companies in the Department of Trade and Industry s 
survey of company liquidity (see table 8.6). The 
figures for the overseas sector come from balance of 
payments statistics. Adjustments are made when 
necessary to convert the figures of external liabilities 
from a nominal to a cash transactions basis. The 
residual difference between government net sales 
and identified transactions of other sectors is 
attributed to the personal sector.

The reliability grading of net official sales is A; 
the local authority, monetary sector and other 
financial institutions' figures are based on surveys 
and are graded B; the less complete figures for 
public corporations are graded C.

9 National savings
This is defined in the same way as in table 

and comprises the following items:
(a) D e p o s i t s .  Changes in outstanding 

deposits, including estimated accrued 
interest, with the ordinary departments of 
the National Savings Bank, the NSB 
investment account from January 1981 and 
Trustee savings banks up to third quarter 
1979.
Note: The deposits with the NSB investment
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account up to December 1980, the new 
department of the Trustee savings banks up 
to third quarter 1979 and the whole of the 
Trustee savings banks from fourth quarter 
1979 to the end of 1981, when they joined

included under
f i n a n c i a J

the monetary sector are
d e p o s i t s  w i t h  o t h e r  
i n s t i t u t i o n s .
C e r t  i f i c a t  e s  a n d  b o n d s .  Net sales or 
repayments of income bonds, deposit bonds, 
premium savings bonds, British savings 
bonds (removed from sale on 31 December 
1979), national savings stamps and gift 
tokens, national savings certificates SAVE 
contracts and Yearly plan agreements, p l u s  
increase in accrued interest and 
index-linked increase on national savings 
certificates, deposit bonds, SAVE contracts 
and Yearly plan agreements. Ulster savings 
certificates are not included here but under 
Northern Ireland central government debt.

Most national savings instruments are treated as 
financial claims by the personal sector on the central 
government, but National Savings Bank investment 
accounts, income bonds and deposits bonds are also 
taken up by other sectors, in particular other financial 
institutions and industrial and commercial
companies. Figures for public corporations are
included from second quarter 1982 which reflect 
changes in the working balance held by the Post 
Office on account of its national savings business.

More detailed national savings figures are shown 
in tables 3.9 and 3 .10.

10 Tax instruments
These are certificates of tax deposit and, in 

earlier periods, tax reserve certificates, and tax 
deposit accounts. An analysis of issues and 
surrenders is shown in table 3 .11. Transactions not 
identified by sector are entered under industrial and 
commercial companies. For further information see 
the notes to table 3 .11.

11 Net government indebtedness to the
banking department

All transactions between the central government 
and the Bank of England banking department, which 
is included in the monetary sector, are recorded 
under this heading. The central government debt 
held by the banking department includes ways and 
means advances. Bank of England notes, tax 
instruments, British government and
government-guaranteed securities. Treasury bills and 
Treasury interest-free notes. Netted off against 
these instruments are changes in Paymaster General 
and National Loans Fund deposits with the 
department, including money market balances held 
by the NLF under Section 12 of the National Loans 
Act.

12 Northern Ireland central government
debt

This item consists of transactions in Northern 
Ireland government securities. Northern Ireland 
treasury bills, Ulster savings certificates and Ulster 
development bonds, together with bank and savings 
bank advances to the Northern Ireland central 
government. Northern Ireland borrowing from the

European Investment Bank, however, is included in 
g o v e r n m e n t  f o r e i g n  c u r r e n c y  debt.  Transactions 
other than those identified as by financial institutions 
are allocated to industrial and commercial companies 
(Treasury bills) or the personal sector.

13 Government liabilities under the
exchange cover scheme

Repayments of foreign currency borrowing under 
the exchange cover scheme are recorded at current 
conversion rates, as are the corresponding 
transactions in the official reserves. However, the 
local authorities and public corporations which make 
the repayments purchase the foreign currency from 
the Exchange Equalisation Account at the original 
conversion rates. The difference between the 
repayment and the actual cost to the authorities and 
corporations is entered as a change in central 
government liabilities under the scheme. A more 
detailed description of the scheme is given on 
page 100.

14.1 Other public sector financing:
non-marketable government debt

Various central government liabilities, namely 
ways and means advances by the National Coal 
Board (up to fourth quarter 1980), the National 
Savings Bank investment account, repayments by the 
Fund for the Banks for Savings to the Trustee savings 
banks, and deposits by public corporations with the 
National Loans Fund and the Paymaster General.

14.2 Other public sector financing:
short-term assets

For local authorities, from second quarter 1979, 
the figures comprise short-term assets other than 
Treasury bills as measured by the financial inquiry to 
local authorities. The results of this, for short-term  
assets, are shown in table 4 .9 . Before second 
quarter 1979 only figures for local authorities' 
short-term assets with some other financial 
institutions are included, as measured by inquiries to 
these institutions. For public corporations the 
figures comprise transactions in commercial bills and 
overseas short-term assets identified by the inquiry 
to nationalised industries and some other public 
corporations. There is no central government 
component in this series.

15 Issue department's transactions in
bills, etc

Market purchases and sales of commercial bills 
and shipbuilding credit promissory notes by the issue 
department of the Bank of England are treated as 
increases or decreases in central government claims 
on industrial and commercial companies. Also 
included (formerly in line 17) are transactions in 
Export Credits Guarantee Department backed 
promissory notes which are treated as central 
government claims on the overseas sector. These 
transactions are broadly matched by reductions or 
increases in banks' claims on companies or overseas, 
which are included against bank lending.

c
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16 Government foreign currency debt
Includes foreign currency borrowing by HM 

government under bank euro-dollar facilities from  
governments and central monetary authorities 
abroad (including foreign currency deposits), issues

of British government foreign
from the IMF and 

Ireland central 
Investment Bank

and redemptions
bonds, drawings 

by the Northern
government from the European 
under the exchange cover scheme.

currency
borrowing

17 Other government overseas financing
Covers all central government transactions with 

overseas not elsewhere included (n.e.i.), which 
finance the C G B R ,  such as sterling borrowing from  
governments or from central monetary authorities in 
the form of assistance with a sterling counterpart 
invested in Treasury bills (aid bills), amounts 
swapped forward into later months against sterling 
with overseas monetary authorities in 1971 and 1972, 
transfers from the Government's dollar portfolio into 
the reserves, gold subscriptions to the IMF, changes 
in IMF holdings of non-interest bearing notes other 
than those arising from drawings or subscriptions, 
allocation of SDRs, the Exchange Equalisation 
Account's loss on forward commitments entered into 
before devaluation in 1967 and part of O f f i c i a l  
s h o r t - t e r m  c a p i  tal t r a n s a c t  i o n s  in the balance 
of payments.

18 Official reserves
Transactions in gold and convertible currencies 

and IMF Special Drawing Rights by the Exchange 
Equalisation Account (a central government account) 
together with, from July 1972, changes in the UK 
reserve position in the IMF. From July 1979 reserve 
holdings include european currency units (ECU) 
acquired from swaps with the European Monetary 
Co-operation Fund. From 23 August 1971, total 
official reserves are valued in sterling at end-period  
market rates of exchange; therefore from the third 
quarter of 1971 the sterling valuation of the 
transactions is not the same as the difference

levels. (The
1967 is

between the and closingopening
revaluation on devaluation of sterling 
excluded.)

Table 10.3 shows the composition 
reserves and the relationship between figures for 
holdings and the transactions figures used in the 
financial accounts and the balance of payments.

of official

19 Local authority debt
The figures relate to all borrowing by local 

authorities. Borrowing in total is taken from returns 
made quarterly by local authorities in the United 
Kingdom (see notes to tables 4.5-4.B), and this is 
sectorised by using a combination of local authority 
and counterpart sources, with borrowing from 
persons the residual category. Local authority debt 
is divided between:

(a) t e m p o r a r y  b o r r o w i n g ,  which covers 
money originally borrowed for less than 12 
months, including borrowing on bills, bank 
overdrafts and longer-term borrowing 
repayable within one year by invoking a 
break clause;

(b) fo r e ig n  c u r r e n c y  b o r r o w i n g ,  directly 
from overseas and from UK banks, both 
under the exchange cover scheme and 
non-guaranteed borrowing, including bonds;

( c )  s t e r / ; n g  s e c u r i t i e s ,  which are stocks 
and sterling negotiable bonds listed on the 
Stock Exchange;

(d) o th e r  s t e r l i n g  d e b t ,  which includes 
borrowing from local authority pension 
funds, 'over-the-counter' bonds, mortgages, 
syndicated loans and borrowing from the 
Public Works Loan Board.

Borrowing from central government mainly 
comprises long-term  loans by the Public Works Loan 
Board and transactions in local authority bills, 
temporary deposits and sterling securities by the 
Bank of England issue department and, through the 
National Debt Commissioners, certain central 
government funds, particularly the National Insurance 
Fund. The figures are taken from central
government accounts.

Borrowing from public corporations —  mainly 
temporary deposits —  is that identified by local 
authorities, supplemented by certain additional 
transactions identified by public corporations. A 
correction is also made up to fourth quarter 1981, to 
include temporary deposits made by public 
corporations through the agency of monetary sector 
Institutions, thought to be classified by local 
authorities as borrowing from banks.

Local authority debt acquired by the monetary 
sector comprises overdrafts, market loans and 
advances p l u s  the sector's acquisition of local 
authority bills and of listed securities. The figures 
are based on returns provided by the monetary 
sector. In the matrix table 1.1 the figure for 
t e m p o r a r y  d e b t  is built up from: temporary debt 
(other than bills) obtained from the local authorities' 
returns; and local authority bills identified from the 
monetary sector returns; with a correction 
complementing the one described in the previous 
paragraph for misreported public corporation 
deposits. Figures for sterling securities are taken 
from monetary sector returns and figures for foreign 
currency borrowing from monetary sector returns 
and central government accounts. Transactions in 
other longer-term  debt are a residual.

Statistics of lending by other financial institutions 
are taken from their returns and include loans by 
local authorities' superannuation funds. Figures of 
temporary and other long-term  borrowing from 
industrial and commercial companies are those 
identified by local authorities on their returns. Figures 
are not available for transactions in bills and listed 
securities by industrial and commercial companies.

Transactions in local authority debt by the 
overseas sector are from balance of payments 
sources. They are included in the balance of 
payments accounts under O verseas  p o r t f o l i o  
i n v e s t m e n t  in  UK and O t h e r  e x t e r n a l

l i a b i l i t i e s  o f  g e n e r a l  g o v e r n m e n t  (table 10.2).
The residua! between total net borrowing as 

reported on the local authorities returns and 
identified borrowing by other sectors is allocated to 
the personal sector. A separate temporary
borrowing figure is estimated, also by residual. The 
take-up of foreign currency debt by the non-bank 
private sector is allocated to other financial 
institutions. Figures for transactions in listed 
securities by persons are not available. Persons'
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transactions in other longer-term debt are also 
calculated by residual.

In general the sectoral splits should be treated 
with caution. For instance, local authorities may 
enter borrowing from companies under banks when 
these are investments of funds by corporate clients 
of the banks.

20.1 Public corporations' foreign 
currency debt

Corporations' borrowing in foreign currencies 
from UK banks and from banks etc. overseas, both 
under the exchange cover scheme. Including foreign 
currency bonds and bills, and non-guaranteed 
borrowing.

20.2 Public corporations' sterling debt
Consists of central government lending to public 

corporations (which includes net issues of public 
dividend capital), government-guaranteed stock 
(redemption), other sterling stock issues l e s s  
redemptions and other sterling borrowing, i.e. 
borrowing in sterling from banks and overseas, 
including loans to finance imports (but not other 
trade credit), borrowing from pension funds and 
certain other borrowing from persons, industrial and 
commercial companies and local authorities.

21 Deposits with monetary sector
These are alt deposits held with institutions 

classified to the monetary sector (briefly referred to 
as 'banks', but from 1982 including recognised banks, 
licensed deposit takers and certain other
institutions). The figures include:

(a) deposits with the Bank of England banking 
department, other than from the monetary 
sector (intra-sector deposits) and the 
balances of the National Loans Fund and 
Paymaster General (included in net 
g o v e r n m e n t  i n d e b t e d n e s s  t o  t h e  B a n k  
o f  E n g l  a n d  b a n k  i n g  d e p a r t m e n t ) ;

(b) deposits from overseas offices of monetary 
sector institutions;

(c) certificates of deposit, promissory notes, 
bills and other negotiable paper issued by 
monetary institutions.

They exclude the institutions' share capital, 
internal funds and all transactions between the 
institutions. The increase in the monetary sector's 
liability to other sectors is measured as the increase 
in other sectors' deposits with the sector less  60% 
of the increase in debit items l e s s  credit items in 
transit (see notes to Section 6). The adjustment for 
items in transit has been assigned to industrial and 
commercial companies sterling sight deposits as it is 
believed that most of the changes in the figures arise 
from transactions between these companies.

Figures are compiled by the Bank of England from 
returns provided by the institutions classified to the 
sector since 1963. Only from third quarter 1975 are 
figures available and shown separately for s t e r  1 i ng 
s i g h t  d e p o s i t s ,  s t e r l i n g  t i m e  d e p o s i t s  and 
f o r e  i g n  c u r r e n c y  d e p o s  its.

Net issues of sterling certificates of deposit are 
obtained from returns by banks. Transactions in the 
certificates are reported by local authorities, public 
corporations and other financial institutions. 
Transactions by the overseas sector are obtained

from balance of payments sources. The residual is 
allocated to industrial and commercial companies.

Net issues of foreign currency certificates of 
deposit are also obtained from returns by banks. 
Transactions in foreign currency certificates are 
obtained from returns by some public corporations, 
other financial institutions and some industrial and 
commercial companies operating in the secondary 
market, with the residual allocated to the overseas 
sector.

The deposits series used in the financial accounts 
are consistent with the series included in Section 6 
(which shows further analyses of bank deposits) and 
Section 11 (which shows the deposits as part of the 
various measures of the money stock). The only 
exception is that certain public sector deposits 
placed on the inter-bank money market between 
1975 and 1978 have been excluded from the 
measures of money stock in Section 11.

The reliability grading would be B throughout, but 
sterling sight deposits are graded C because of the 
somewhat arbitrary allocation of items in transit, and 
the difficulty of allocating certificates of deposit 
between sectors. Deposits in foreign currency are 
graded C because of the need to estimate an 
adjustment to exclude valuation changes from 
changes in the levels of these deposits.

22 Deposits with building societies
This comprises shares, deposits and (from 1969) 

receipts under SAVE contracts on which building 
societies pay interest net of tax (i.e. 'retail' deposits) 
p l u s  certificates of deposit (from second quarter 
1983) and time deposits (from fourth quarter 1983) 
on which the societies pay interest gross of tax (i.e. 
'wholesale' deposits), l e s s  public sector transactions 
which are removed from this line and included in 
o t h e r  p u b l i c  s e c t o r  f i n a n c i n g :  s h o r t - t e r m  
a s s e t s  (line 14.2). The retail deposits include 
interest credited to depositors' accounts. The figures 
do not include building society negotiable bonds. 
These are assumed to be entirely taken up by the 
monetary sector and included in b a n k  l e n d i n g :  
s t e r  1 i n g  (line 24.2).

The figures are based on a system of returns 
from the societies operated jointly by the Building 
Societies Association and the Bank of England and 
annual statutory returns to the Building Societies 
Commission. (See notes to tables 7.6 and 7.7.) 
Monetary sector transactions in certificates of 
deposit and time deposits, however, are taken from 
monetary sector returns and the remaining 
transactions in these instruments allocated to the 
industrial and commercial companies sector because 
the available information suggests that transactions 
by other sectors are negligible.

The figures can be reconciled with the sector 
analysis of retail and wholesale deposits shown in 
table 7.7 by netting out intra-OFI sector transactions 
and removing the public sector element from the 
analysis. The figures are consistent with those in 
table 7.6 and 7 .7, but table 7.6 includes only retail 
deposits and the wholesale deposits in table 7.7 
include the public sector element.
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s. 23 Deposits with other financial
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institutions
Earlier figures comprise;

with finance houses and other(a) deposits
consumer credit companies (to the end of
1981, when institutions which did not join
the monetary sector ceased taking
deposits). Deposits from banks and bills
discounted with banks were never included
in this item but in bank lending;  other
finance house borrowing is included in
mi see 1/aneous d o m e s t i c  inst ruments.
The figures were based on the returns to
the Department of Trade and industry by the
larger finance houses and a selection of the
smaller ones, which accounted for about
nine-tenths of the business of all hire
purchase finance companies, to which
estimates were added for companies not
making returns. See notes to table 7.4.
deposits with savings banks. This includes
deposits and accrued interest with the
National Savings Bank investment account
(up to the end of 1980, when it was
reclassified to the central government
sector), the Trustee savings banks new
departments and, from fourth quarter 1979,
Trustee savings banks ordinary departments
(up to the end of 1981, when the Trustee
savings banks joined the monetary sector).

deposits with certain other institutions, 
including the Crown Agents (until end-1979, 
when they became a public corporation) and 
the Central Trustee Savings Bank (until 
end-1981, when it joined the monetary 
sector), based on returns made to the Bank 
of England.

24 Bank lending
Lending by monetary sector institutions through 

advances, loans and commercial bills. All 
transactions between these institutions are excluded, 
as is lending to central government by the banking 
department (which is included in n e t g o v e r n m e n t  
indebtedness to the Bank of E n g l a n d  b a n k i n g  
department),  loans for house purchase (which are 
shown separately on line 27), lending to local 
authorities (which is included under local authority 
debt), lending to public corporations (which is 
included in public corporations debt) and lending to
the Northern Ireland government.

The entries for the monetary sector and industrial 
and commercial companies for sterling lending are 
adjusted by adding 40% of the net change in transit 
items (see notes to Section 6).

The reliability grading would have been B if it 
were not for the problems of allocation of items in 
transit and the assumption that all sterling 
acceptances on behalf of overseas, public sector, 
other financial institutions and persons are held in 
the monetary sector. There is also the need to 
estimate an adjustment for foreign currency 
revaluation. Both sterling and foreign currency 
lending are therefore graded C.

Further analyses of bank lending are shown in 
Section 6, particularly in tables 6.1, 6.2 and 6.6.

25 Credit extended by retailers
The figures include only credit transactions by 

durable goods retailers (including gas and electricity 
showrooms), department stores (including 
co-operative society stores), general m ail-order 
houses and other general stores. The figures relate 
to hire purchase agreements and to certain other 
forms of credit including sales on budget accounts, 
credit sale agreements and personal loans repayable 
by instalments. Credit advanced by retailers in the 
form of trading checks exchangeable only in their 
own shops is included, but credit advanced by check 
traders as such is not covered. The figures also 
exclude monthly accounts and sales on bank credit 
cards such as Access and Visa (included in bank 
lending)  as well as (probably large) amounts of 
unpaid bills (included in t r a d e  credit,  in so far as 
they are identified) and credit extended by other 
types of retailer (see notes to Section 7).

Estimates are derived from the figures of new 
credit extended and repayments, adjusted to exclude 
charges, taken from regular returns made to the 
Department of Trade and Industry by retailers in the
kinds of business listed above.

The figures for the public sector relate to credit
given by public corporations through gas and 
electricity showrooms. The figures for the personal 
sector relate to the debt of individual consumers.

The grading B given to these estimates relates to
restricted coverage described above.

26 Identified trade credit
D o m e s t i c  comprises public corporations' and 

central government credit. Figures for the former 
are derived from quarterly returns and prior to 1972 
the annual accounts of the corporations. The 
personal sector allocation represents a proportion of 
trade debtors of gas and electricity boards and 
British Telecom, i.e. unpaid gas, electricity and 
telephone bills. The residual sector is industrial and 
commercial companies. Transactions in connection 
with advance payment for BNOC oil are included
from first quarter 1980.

C e ntral g o v e r n m e n t  trade credit  figures 
comprise credit given by central government trading 
bodies. These figures are derived from annual 
accounts; the debtors are industrial and commercial
companies.

Import and e x p o r t  c r e d i t  comprises 
suppliers' trade credit and associated advance and 
progress payments on exports and imports, identified 
in the balance of payments accounts from 1963 
onwards other than import credit of public 
corporations, but including advance payments by 
public corporations. Also included are refinanced 
export credit. The Department of Trade and 
Industry's inquiry into overseas trade credit given and 
received by non-bank private sector companies was 
discontinued at end-1982 so these data are excluded 
from 1983.

No estimates are included for other forms of 
trade credit, in particular for credit extended by 
industrial and commercial companies to the personal 
sector, variations in which are probably sizeable. The 
reliability gradings given to these estimates relate 
only to the small proportion of trade credit actually 
identified and recorded under these headings.
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27 Loans for house purchase
Building societies  comprises mortgage 

advances made by building societies. Figures are 
based on accounting year figures from the Report 
of the Chief Re g i st r a r  of F r i e n d l y  Societies 
and monthly and quarterly returns made by a sample 
of building societies to the Building Societies 
Assocation and the Bank of England.

Other  comprises loans by.
(a) Local authorities.  Mortgage advances 

for house purchase and improvements, 
including loans for the purchase of council 
houses by tenants and loans to housing 
associations. Financial year figures are 
obtained from Local Government 
Financial S t a t is t i c s  and the 
corresponding publications for Scotland and 
Wales. Quarterly figures are obtained from 
returns made to the Department of 
Environment (England) and the Welsh Office 
(Wales).

(b) Other publ ic sector.  Loans made by the 
central government under the Housing Act, 
1961 and Housing (Scotland) Act, 1962 to 
private housing associations, loans made by 
the Housing Corporation to housing 
societies and loans by new town 
corporations.

(c) M o n e t a r y  sector.  Compiled from returns 
to the Bank of England.

(d) Financial i nst i tut i ons. Loans by 
insurance companies and pension funds, 
and by the Trustee savings banks (to 
end-1981). Estimates for insurance 
companies and pension funds are taken 
from quarterly returns. Miscellaneous

4

financial institutions comprise banking 
institutions in the Channel Islands and the 
Isle of Man which are not in the monetary 
sector and UK companies specialising in the 
provision of mortgage finance or in the 
purchase of extant mortgages held by other 
institutions.

Figures of gross advances and repayments of 
principal for building societies, central government, 
local authorities, insurance companies and pension 
funds, and of net loans by banks are shown in 
table 9.4.

Apart from small amounts of building society 
advances attributed to industrial and commercial
companies from the third quarter 1978, it is assumed 
that the personal sector received these loans.

28 Other public sector lending
The figures relate to net lending by the central

government to building societies under the House 
Purchase and Housing Act, 1959 (allocated to other 
financial institutions) and to industry and trade, 
including, from September 1972, shipbuilding credits 
re-financed from voted funds (allocated to industrial 
and commercial companies) and other miscellaneous 
loans for education and other services (allocated to 
the personal sector). Also included are net lending 
by public corporations to the private sector, other 
than for house purchase (allocated to industrial and 
commercial companies), loans to overseas 
governments (net) and net lending to international 
lending bodies (allocated to overseas sector). The

figures are taken from the detailed capital accounts 
of the central government and public corporations, 
and from balance of payments sources.

29 Other lending by financial
institutions

Includes instalment credit, other loans and 
advances by finance houses and other consumer 
credit companies, other than those included in the 
monetary sector, (excluding loans for house
purchase) and loans made to their parent 
organisation by private sector pension funds. Also 
included are loans made by insurance companies and 
by special finance agencies. Loans made by public 
corporation pension funds to their parent
organisation are included in public corporations 
debt: other.  Loans made by local authority 
pension funds to their parent authorities are included 
in local a u t h o r i t y  debt : sterling securities.

Counterpart figures for groups of institutions are 
allocated to persons or to industrial and commercial 
companies as appropriate.

30 Unit trust units
Sales less  repurchases of unit trust units are 

provided by the Unit Trust Association. Unitisations 
of investment trusts are excluded. All transactions 
other than those identified on returns from financial 
institutions are assumed to be with the personal 
sector.

Figures of gross sales and repurchases of units 
are shown in table 7.10.

Total issues have a reliability grading A but the 
take up by other financial institutions has a 
grading B.

31 UK company securities
This item is built up from capital issues in the UK, 

foreign currency issues by UK companies and other 
transactions.

The estimates areCapital issues in the UK. 
compiled by the Bank of England and comprise issues 
by UK companies listed on the Stock Exchange; 
issues on the Stock Exchange's unlisted securities 
market (from fourth quarter 1980); some figures for 
issues outside the Stock Exchange; and special issues 
taken up by central government and the National 
Enterprise Board. Issues by listed UK companies 
relate to new money raised through ordinary shares, 
preference shares and loan capital (public issues, 
offers for sale, issues by tender, placings, and issues 
to shareholders and employees). Issues to 
shareholders are included only if the sole or principal 
share register is maintained in the United Kingdom. 
Estimates of issues are based on the prices at which 
securities are offered on the market. Subscriptions 
are included in the periods in which they are due to 
be paid. More detailed figures for issues by listed 
and unlisted companies are shown in Section 12.

The figures for issues outside the Stock Exchange 
are partly from returns by financial institutions with 
rough estimates derived from published accounts of
industrial and commercial companies.

The special issues taken up by central 
government and the National Enterprise Board 
include issues by British Leyland in 1980 which were 
taken up by the National Enterprise Board and issues 
by British Leyland and Rolls Royce from 1981 which
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wore taken up by central government.
It is not possible to provide an analysis of capital

the sector acauirinq them; theseissues by the sector acquiring 
acquisitions are included with other transactions in
company securities.

The reliability grading of capital issues as a 
whole is influenced by the rough estimates for some 
unlisted issues.

F o r e i g n  c u r r e n c y  issues b y  UK companies. 
These are taken from institutional returns and

other
balance of payments sources.

O t h e r  transactions.  These are all 
transactions in listed and unlisted securities which 
can be identified. They include the take-up of new
issues.

Transactions by the public sector are taken from 
the accounts of the central government and public 
corporations. The central government figures 
include special asset sales, when these take the form 
of company securities. They also include purchases 
from the National Enterprise Board of shares in Rolls 
Royce (£234 million in third quarter 1980) and British 
Leyland (£1,228 million in first quarter 1981), when 
the board repaid the same amounts of public 
dividend capital. The latter is included in line 20.2 
p u b l i c  c o r p o r a t i o n s  s t e r l i n g  debt.  The 
acquisitions of steel securities in exchange for 
government stock on re-nationalisation of companies 
are excluded.

Figures for the monetary sector and other 
financial institutions are net transactions in both 
listed and unlisted securities and those from other 
financial institutions are, from 1968, adjusted for 
estimated costs incurred in share transactions. The 
figures are based on quarterly returns of cash
transactions.

For the overseas sector, figures are taken from 
balance of payments statistics. The derivation of 
figures for 1986 is shown in the reconciliation given 
as supplementary table S9 in the October 1987 issue 
of Financial Statistics.

Information about transactions in UK company 
securities by industrial and commercial companies 
relates to their estimated cash expenditure on 
acquiring subsidiaries and unincorporated businesses 
as going concerns (from Department of Trade and 
Industry sources), to their purchases of trade 
investments (roughly estimated from published 
company account statistics), and to overseas direct 
investment in UK company securities (from balance 
of payments sources). When a subsidiary is acquired 
or a trade investment is made by way of a share 
exchange, no transaction is recorded in these tables.

The estimates of transactions in UK company 
securities by the personal sector are derived as a 
residual. They are obtained as the difference 
between total UK capital issues and the aggregate of 
the transactions by all the other sectors. Because of 
this, they are subject to a wide margin of error. In 
particular, any errors in the estimates for the 
acquisitions of securities by industrial and 
commercial companies, which could be large, are 
reflected in the residual figure for the personal sector 
and will affect the size of the unidentified items for 
both sectors. Table 8.7 shows transactions by a 
sectors and includes details of capital issues which 
are not shown separately in Section 1.

32 Overseas securities
Transactions by the central government comprise 

the sale of Suez Canal shares in 1976 and 1979.
Figures for the monetary sector from 1963 to 1978 
are taken from monetary sector returns, but from  
1979 are based on balance of payments data. Figures 
for other financial institutions are net transactions
based on quarterly returns (involving deduction of 
estimates of costs incurred in share transactions) 
and include estimates of direct investment in the
form of securities (share and loan capital). Figures for 
industrial and commercial companies are for direct 
investment and oil investment in the form of 
securities (share and loan capital) from the balance 
of payments statistics. The overseas sector figures 
consist of total UK direct investment overseas in
share and loan capital p l u s  portfolio investment in 
overseas securities. The estimates of transactions 
by the personal sector are derived as a residual, 
being the difference between the aggregate of the 
transactions of all other sectors and are therefore 
subject to a wide margin of error. Table 10.8, shows 
transactions by all sectors. Further details of other 
financial institutions' portfolio investment are shown 
in table 7.1, and tables 7.2 and 7.3 give details of 
turnover in securities and institutional investment
respectively.

33 Life assurance and pension funds
This series consists of:
(a) the net surplus of current income over 

current expenditure of these funds. In the 
national accounts, the life assurance and 
pension funds are regarded as the property 
of the personal sector, but the investments 
of the funds (including purchases of 
property) are included in the transactions of 
other financial institutions. The articulation 
of the financial accounts is maintained by 
showing the funds' surplus as an increase in 
the financial claim of the personal sector on 
other financial institutions. Annual 
estimates of the net increase in the funds 
are taken from their revenue account, which 
is published in table 4.10 of U n i t e d  
K i n g d o m  National Accounts;  quarterly 
estimates are based on the quarterly returns 
of investment by insurance companies and 
pension funds, which are described in the 
notes to tables 7.13 to 7.15.

(b) transactions concerning certain public 
sector pension schemes. These are net 
receipts by the central government from  
those public sector schemes for which no 
separate pension fund is maintained. These 
receipts are taken from the financial 
account of the central government, and are 
regarded as part of the personal sector's 
claims on the central government.

sectoral treatment of these funds is 
explained in more detail in the notes to Section 9.

The

34 Miscellaneous domestic instruments
This series includes the following miscellaneous

items.
For the public sector: 
(a) repayments by 

undertakings of a
nationalised steel 

loan from industrial and

« « * i l l
I  * •  » I I f  I  •' % s *
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made beforecommercial companies 
nationalisation;
import deposits. The scheme was 
introduced in November 1968 and the last of 
the deposits were repaid by the end of 
September 1971;
advance payments (net) on oil sales by 
BNOC
compensation payments relating to 
transferred assets (see notes to Table 4.3).

For financial institutions:
(a) increases in certain assets and liabilities 

given in the returns made by financial 
institutions, including assets due to and 
from stockbrokers (with a contra entry in 
the personal sector), borrowing by finance 
houses other than in the forms of deposits 
(with a contra entry in the industrial and 
commercial sectors) and, from 1972 to 1980, 
their special deposits with the Bank of 
England banking department;

(b) property unit trust units sold to charities.
For industrial and commercial companies:

sales of shares in retail co-operative 
societies.

The reliability grading given to these estimates 
relates to the assets identified but there will be other 
assets that have not been identified.

35 Direct and other investment abroad
This is equal to the balance of payments account 

figures of p r i v a t e  d i r e c t  i n v e s t m e n t  a b r o a d ,  
other than that in the form of securities (share and 
loan capital).

36 Overseas direct and other investment
in UK

The figures for the overseas sector comprise 
overseas investment in the UK private sector other 
than transactions in company securities (which are 
entered on line 31). They include figures for direct 
investment, obtained from the direct investment 
inquiries, investment by oil companies, obtained from 
similar inquiries to oil companies, and miscellaneous 
investment, which mainly consists of identified 
transactions in real estate.

The figures for the monetary sector are obtained 
from the monetary sector returns. Those for other 
financial institutions are estimates of overseas 
borrowing obtained from the inquiries to other 
financial institutions. Those for persons are the 
transactions in real estate, which are estimated by 
Inland Revenue from stamp duty information. The 
figures for industrial and commercial companies are 
estimated by residual.

The transactions in real estate are believed to be 
carried out mainly by individuals resident overseas. 
As well as being treated as overseas financial 
investment in the personal sector, these transactions 
are included indistinguishabty in the personal sector's 
figures for gross domestic fixed capital formation.

37 Miscellaneous overseas instruments
This covers those transactions from the analysis 

of capital transactions of the balance of payments 
which are not allocated elsewhere in the financial

For the central government:
(a) part of external liabilities of general 

government and official short-term capital.
(b) contributions to the European Coal and 

Steel Community reserves.
For public corporations: long-term net lending 

and investment abroad. (Short-term lending abroad 
is included in line 14.2.)

For financial
held abroad.

institutions: net short-term assets

This item also includes discrepancies between 
figures obtained from balance of payments sources 
and those from other sources, the counterpart of 
which is entered under industrial and commercial
companies. These discrepancies include timing and 
coverage differences.

The reliability grading D of the overseas sector is 
due to this being a residual in the overseas sector 
column. The industrial and commercial companies 
figure is graded D because it is a residual in the line.

38 Accruals adjustment
Several series in the national accounts are on an 

accruals basis (i.e. they are entered when ownership 
changes hands and when amounts become due), 
whereas payments in the financial accounts are 
entered when they occur. The a c c r u a l s  
ad ju s tm en t accounts for the difference between 
these two bases. It represents the difference 
between accruals and the corresponding cash 
payments for, eg. income tax, value added tax, 
purchase tax, selective employment tax, national 
insurance contributions, central government current 
expenditure on goods and services. North Sea oil 
royalties, local authority rates, and some interest 
flows — including those under the fixed rate export 
and shipbuilding credit schemes -----  which are
recorded on an accruals basis in the income and 
expenditure and appropriation accounts. The 
allocation of the difference to other sectors has been 
made item by item but should be considered 
approximate.

accounts, viz.

40 Balancing item
The national income and expenditure accounts 

are the output of a system that attempts to record all 
transactions adding to gross domestic product. The 
sector accounts also show transfer payments (taxes, 
grants, dividends, interest etc.) and separately, in the 
financial accounts, financial transactions between 
sectors of the economy.

Gross domestic product is estimated in absolute 
terms by two different routes — the sum of factor 
incomes, and the sum of expenditure on goods and 
services produced. Because the sources upon which 
the income and expenditure measures are based are 
largely independent, the estimates differ by an 
amount termed the r e s i d u a l  e rror.  By convention 
it is shown as an item of income although there Is no 
reason to suppose it results wholly or mainly from 
inaccuracies on the income side of the accounts.

In the sector accounts a balance is struck 
between current p l u s  capital receipts and current 
p l u s  capital expenditure (including transfer 
payments on both sides of the accounts) and this is 
called t h e  f i n a n c i a l  s u r p l u s  o r  d e f i c i t .  The 
various transfer items net out over all sectors so that 
the sum of the financial surpluses and deficits in

se

equi
Final
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each sector is equal to the residual error. Below the 
financial surplus or deficit line the financial accounts 
record transactions in financial assets for each 
sector, and the difference between the sector's

financial surplus or deficit, as found from the income 
and expenditure accounts, and the sum of its 
transactions in financial assets is labelled 
b a l a n c i n g  item.  These balancing items arise from

assets

Sector balancing Items and the residual error

Domestic 
sector i

Nation p / us 
Overseas

p l u s

Errors/
omissions

e q u a l s  

World

Capital account
Balance from income and expenditure account (YrCi) (Y-C) (M -X)

'tor is
sector
>anies
line.

>

(i.e. saving)

p l u s :
Net capital transfers

ween
rence
cash

/
Gross domestic capital formation

eq u a / s :
Financial surplus or deficit

eq u aI s :

Financial account 
Transactions in financial and liabiliti Ai-L A-L Ao-L,

..5

' i • a*

been
iered

)unts 
rd all 
The

axes,
nihe
ween

i

p l u s :

Balancing item

income 
current expenditure

including
______  _ , _ current transfers
physical investment (as opposed to investment in financial assets) 
capital transfer receipts l e s s  disbursements 
financial surplus/deficit 
changes in financial assets 
changes in liabilities
exports of goods and services and other UK credits 
imports of goods and services and other UK debits 
balancing item in account of domestic sector i 
balancing item in balance of payments accounts 
residual error in the national income and expenditure accounts

in domestic sector i

excluding 
capital transfers

Z Yi=Y Z C,=C Z ii=i Z Ti=T Z Fi=F Z (Ai-Li)=A-L

I ^

• ^

» B i t.» ' i .1
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Balancing items and the residual error relate to all parts of the accounts and are shown below the 
financial account by convention.
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errors in both the income and expenditure accounts 
and the financial accounts. Like the transfer items 
above the line, financial transactions net out over all 
the sectors (since one sector's increase in an asset is 
another sector's increase in liability and the 
estimates are constrained in this way) so that the 
sum of the sector balancing items also equals the 
residual error.^

The unidentified entries, however, do not
constitute allocation of the residual error between 
sectors. A sector's contribution to the residual error 
is the error in the difference between its estimated 
income and expenditure and there is no firm  
reference against which that can be measured. 
Current and capital transfers, which are liable to 
error, are taken into account before the f i n a n c  i a] 
s u r p l u s  o r  d e f i c i t  is struck, and although that 
can be compared with the sum of the sector's 
financial transactions, they too are liable to error. 
Since these b a l a n c i n g  i t e m s  are needed to make 
the sector's inflows and outflows sum to zero, it is 
the net sum of the errors in all the identified flows, 
current, capital, and financial, it reflects the results 
of misallocations by sector as well as measurement 
errors and omissions. The b a l  a n d  n g  i t e m  line

thus becomes the repository of all net errors 
throughout the system of the accounts.

It would be useful to be able to allocate the 
residual error by sector, but this is not possible 
because the difference between the receipts and 
expenditure for each sector is affected by various 
transfer items.
In addition to:

(al components of the residual error (i.e. 
wrongly recorded national aggregates of 
income or expenditure or both)

(b) misallocation by sector of recorded national 
a9 9 regates of income, expenditure and 
current and capital transfers, or errors in 
the figures

the sector balancing items include:
(c) misallocation by sector of financial 

transactions
(d) any financial transactions which have not 

been identified or for which the sources are 
poor.

The place of the b a l a n c i n g  i t e m s  and the 
r e s i d u a l  e r r o r  and their relationship can be seen 
symbolically in the table on page 27.

i

1. For a futi description of the Bank of England's seasonal 
adjustment process and its system of accounts in use until 
March 1981 see United Kingdom f!c ^  of funds accounts 
1963'76. obtainable from Economics Division, Bank of 
England. London EC2R 8AH, at an inclusive price of £1.50 
together with copies of the Statistical Abstract No. 2 
(1975) and the report on the Proceedings of the Statistical 
Users ConfererKe on Financial Statistics.
November 1977

2. In constructing UK national and sector balance sheets, 
holdings of securities are, as far as possible, recorded at 
market values Changes in the holdings reflect capital

gains or losses, as well as transactions. A measure of 
unrealised gains and losses can therefore generally be 
obtained by netting off the net acquisitions of the 
financial assets during the period from changes in the 
market values of holdings over a period (see also page 8).

On occasions (in particular the March. June. September 
and December issues) the accounts for the public and 
overseas sectors are more up-to-date than counterpart 
data in the private sector accounts. On these occasions 
there will be differences between the sum of the sector 
balancing items and the residual error for the updated 
periods, reflecting inconsistencies in the accounts.

t <
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This chart shows the net transactions in financial assets and liabilities (A - L in the table on page 27}for each 
sector. Over the years the persona! sector has consistently had a financial surplus which has built up its 
net stock of assets, while the public sector has had a consistent annual financial deficit.
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Financial accounts

Relationship between
other sector tables

Financial surplus or deficit 
Notes and coin 
Market Treasury bills 
British government securities 
National savings 
Tax instruments

Net government indebtedness to 
Banking Department

Northern Ireland central government debt 
Government liabilities under 

exchange cover scheme 
Other public sector financing 

Non-marketable debt 
Short-term assets

Issue Department's transactions in 
commercial bills

Government foreign currency debt 
Other government overseas financing 
Official reserves

Local authority debt: 
Temporary 
Foreign currency 
Sterling securities 
Other sterling debt

Public corporations debt 
Foreign currency 
Sterling

Deposits with banks 
Deposits with building societies 
Deposits with other financial institutions 
Bank lending {excluding public sector)

Credit extended by retailers 
Identified trade credit: 

Domestic 
Import and export 

Loans for house purchase

Other public sector lending
Other lending by financial institutions
Unit trust units
UK company securities
Overseas securities

Life assurance and pension funds 
Miscellaneous domestic instruments 
Direct and other investment abroad 
Overseas direct and other investment in UK 
Miscellaneous overseas instruments

Accruals adiustment

categories in the financial accounts and certain

Matrix 
table 
1.1

Line no

Central
government

3.3

Sector tables

Local
authorities

4.3

Public
corporations

5.3

Other
financial

institutions
7.1

Industrial
and

commercial
companies

8.2

Persons
9.2
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The diagram opposite is intended to clarify the 
relationship between asset categories used in the 
financial accounts matrix (table 1.1) and certain other 
tables. It covers those tables in which financial 
transactions are shown as changes in liabilities and 
assets or as sources (liabilities) and uses (assets) of
funds.

This treatment differs from that in the matrix 
where all transactions are recorded on a net assets
basis i.e. an increase in assets is shown as positive

and an increase in liabilities as negative. The sign 
convention differs in the tables illustrated, in these 
both assets and liabilities are shown as increase 
positive.

The diagram shows where in these tables net 
assets series in the matrix are sub-divided into 
liability and asset categories and also where series 
from the matrix are combined under composite 
headings such as liquid assets or loans and 
mortgages.

Notes to diagram

Series repeated as in Section 1
Note: signs are reversed where series is
shown as a liability or a source of funds.

Below are the headings under which the categories appear on their respective tables.

a.
b.
c.

d.
e.

f.

9-
h.
t.
i-
k.
l.

m.

n

Split between assets and liabilities. 
Disaggregated.
Items financing the borrowing requirement - 

shown in more detail for central 
government in table 3.4.
Short-term  or liquid assets.
Transactions in public sector debt, or public 
sector financial assets.
British government securities includes 
Northern Ireland central government debt. 
Borrowing from other sources.
Other financial assets — UK.
Bank borrowing.
Borrowing from central government.
Other loans and mortgages.
Other identified financial liabilities (net) 
Deposits received are shown by institutional 
group, deposits made by other financial 
institutions are in o t h e r  l i q u i d  a s s e t s  
(short-term) or o t h e r  U K  f i n a n c i a l  

a s s e t s  (long-term).
Other assets.

o.
P
q
r.

w

Export and other credit given.
Other liabilities — UK.
Import and other credit received.
Lending to overseas sector or lending and 
investment overseas.
Other financial assets — overseas.
Net lending to private sector.
Described as official loans.
Unit trusts net sales of units l e s s  
unitisations — purchases by other financial 
institutions are included in other financial

-  UK.
Company securities etc., or cash expenditure 
on company securities.
Other investment overseas (uses) net 
unremitted profits which is included
internal funds.
Other overseas investment (sources) net 
unremitted profits which is included in
internal funds.
Other liabilities — overseas.
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Section
General government and public sector
finance

The term general government is used to describe 
the combined central government and local 
authorities sector. The concept of the public sector 
is voider, and includes public corporations as well as 
general government. Much of Section 2 is devoted 
to presenting the transactions leading to the pub / ic 
sector b o r r o w i n g  requirement  (PSBR), which 
indicates the extent to which the public sector 
borrows from other sectors of the economy and 
overseas to finance the balance of expenditure and 
receipts arising from its various activities. It is the 
most important of the balances of the public sector 
accounts; another important balance is the 
financial surplus or deficit.

The main financial flows between different 
sectors of the economy associated with the financing 
of the public sector b o r r o w i n g  requirement 
are illustrated on page 37. This diagram is built up 
from information in tables 2.5, 2.6 and 3.4 and a 
more detailed description of the flows shown here 
will be found in the notes to those tables.

This section includes some tables which combine 
or consolidate tables appearing separately for 
sub-sectors: central government (Section 3), local 
authorities (Section 4) and public corporations 
(Section 5); reference to tables in these sections is 
made where appropriate. For a detailed definition of 
the scope of general government and the public 
sector, see definitions of the component sub-sectors 
in Sections 3, 4 and 5; in particular note that public 
sector pension funds are excluded from the public 
sector and classified as other financial institutions in 
Section 7.

Consolidation of accounts
In preparing accounts for general government 

and the public sector, transactions within the sector 
are generally eliminated. In principle, all 
transactions are eliminated except those in which the 
payment by one part of the sector falls within a 
different economic category from the receipt by 
another part. For example, taxes on expenditure 
levied by the central government which fall on local 
authorities' expenditure and payments by the central 
government in lieu of local authority rates are not 
eliminated. But all transfers and payments which 
form part of the same economic category are, as far 
as possible, eliminated. Examples of transactions 
eliminated from the accounts in the public sector are 
the grants from central government to local 
authorities and interest payments by local authorities 
to the central government, which are both relevant to 
consolidation at the level of general government. In 
some cases the consolidation is not complete 
because of lack of information. Financial transactions 
within the public sector are also eliminated on 
consolidation, so that borrowing by local authorities 
and public corporations from the central government 
does not form part of the public sector 
bo r r ow i n g  requirement .

Public corporations are generally not consolidated 
with central government and local authorities for 
transactions leading to the financial surplus or 
deficit.  Consolidation is continued in the financial 
accounts, however. because although public

corporations are productive enterprises, the products 
of which are sold commercially, their financing is 
heavily influenced by central government. For a 
discussion of this revised presentation see
G o v e rn m e n t  income and expenditure in the 
national income accounts: a change of 
presentation, Economic Trends,  March 1977. A 
consolidated public sector account is however given 
in table 2.7.

Layout of section
The section opens with the current account, 

table 2.1 , the capital account, table 2.2 and the 
financial account and balancing item, table 2.3, of 
general government. Table 2.4 shows the link 
between general government expenditure shown in 
tables 2.1, 2.2 and 2.3 and the definition of the 
public expenditure planning total which is used in the 
Public E x p e n d i t u r e  White Paper.  Tables 2.5 
and 2.6 are devoted entirely to the public sector 
b o r r o w i n g  requirement.  Table 2.5 shows the 
contributions by the three subsectors to the 
borrowing requirement, also the large intra-sector 
financial flows which do not count towards the PSBR 
total. Table 2.6 shows the means by which the PSBR 
is financed, analysed both by financing sector and 
type of asset. Table 2.7 provides a consolidated 
current and capital account for the public sector. It 
is in the format to that used in the public sector 
transactions section of the Financial Statement 
and Budget Report  and affords a direct comparison 
with the Budget forecasts. Supplementary table S13 
shows the subsector components of this table for the 
latest complete financial year.

Outstanding debt
Section 2 is concerned entirely with transactions 

or flow data; there are no figures of outstanding 
debt. The latter are compiled annually and appear 
as supplementary tables in F i nanci al
St at i St i cs. Figures of national debt  at the end 
of financial years appear as supplementary table S4 
in June Financial Statistics.  Figures of the 
more comprehensive aggregate of public sector 
debt  are available much later. They are published as 
supplementary table S I in February Financial 
Statistics.  For further information on the 
concepts and the relationship between figures of 
outstanding debt and the PSBR  see article Public 
sector debt , Economic Trends , May 1977.

Tables 2.1, 2.2 and 2.3
General government current.
capital and financial accounts

These tables are built up from the current, capital 
and financial accounts of central government and 
local authorities. Transactions between the two

been eliminated, except where the
falls within a different

sectors have
payment by one sector falls witnin a 
economic category from the receipt by the other 
sector (see U n i t e d  K i ngdom National Accounts:

Cl
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Sources 3nd Methods).
Notes on the component items in tables 2.1 , 2.2 

and 2.3 are given in Sections 3 and 4 dealing with 
individual current and capital accounts of central 
government and of local authorities. Table 2.3 
includes the balancing item of general government. 
Further details of financial transactions are shown in
tables 1.3 and 1.4.

See Sections 3 and 4 for notes on the quality of 
the data.

capi tal 
national

Table 2.4
Public expenditure planning total

This table shows a translation from general 
government expenditure on a national accounts basis 
to the definitions used for the public expenditure 
planning total.

The format of this table is currently aligned with 
table 6.4 of Cm 288 volume 1 — The G o v e r n m e n t  's 
E x p e n d i t u r e  Plans 1988-69 to 1990-91  {the 
current public expenditure White Paper).

General g o v e r n m e n t  e x p e n d i t u r e  comprises 
the current and capital expenditure, net lending and 
cash expenditure on company securities of central 
and local government consolidated to exclude 
transactions between the two sectors.

The p u b l i c  e x p e n d i t u r e  p l a n n i n g  total  is 
the aggregate used by the Government for control 
purposes. Although it is based on the same 
fundamental national accounts concepts and 
definitions as general government expenditure there 
are a number of differences. The planning total 
excludes gross debt interest and non-trading capital 
consumption, but includes alt the external finance of 
most public corporations not just the grants and 
loans they receive from central and local 
government. There are a number of other 
differences in coverage: theses are shown in detail 
below.

The table reconciles the national accounts figures 
for general government expenditure with the public 
expenditure planning total, for each of the subsectors 
— central government and local authorities — and 
then shows the final adjustments needed to reach 
the planning total, i.e. the addition of the capital 
expenditure of certain public corporations and the 
net borrowing by the nationalised industries, and 
other public corporations from the market and 
overseas.

Differences between general government 
expenditure and the public expenditure planning total 
are not entirely attributable to the differences 
coverage described above. There are also 
differences in accounting conventions, classifications 
and sources. While the public expenditure planning 
total figures are on the same definitions and 
classifications for all years, namely those current 
when the latest Public Expenditure White Paper was 
being prepared, in the national accounts, bodies are 
classified by sector according to their status in each 
period of time shown in the accounts.

The full list of identifiable adjustments to general 
government expenditure to reach the public 
expenditure planning total is as follows:

c o n s u m p t i o n  included in the 
accounts figures of central 

government and local authorities
consumption is deducted,
net expenditure out of local authority 
special funds is deducted, and net transfers 
to special funds (insofar as they are charged 
to specific services) are added. Special 
funds are maintained by local authorities for 
a variety of purposes; mostly as reserve 
funds.
payments of debt interest by central
government and local authorities to public 
corporations and the private and overseas 
sector are deducted,
grants and net lending by central
government and local authorities to certain 
public corporations and to Passenger 
Transport Executives and Land Authority for 
Wales are deducted,
the capital expenditure of Passenger 
Transport Executives and Land Authority for
Wales 
expenditure, 
the capital

added local authority

(a) the imputed value non-t r a d i n g

expenditure of certain public 
corporations is added, (see chapter 4 of Cm 
288-1)
the revenue of central government from  
fees and fines in magistrates' and Scottish 
courts, which is netted off against payments 
for court services, etc. in the W hite Paper, is 
deducted,
the refunds of VAT paid by local authorities 
are deducted,
the capital value of assets acquired by local
authorities under financial leases is added,
rents on financial leases taken out by local
authorities are deducted,
nationalised industries, and other public
corporations' overseas and market
borrowing (net), including the capital value
of leased assets, is added,
the proceeds from privatisation (not offset
to general government expenditure in the
national accounts), are deducted,
the refunds of VAT paid by central
government are deducted,
the adjustments in the national accounts to
put certain government expenditure on an
accrued basis, are deducted,
payments by employers under the Statutory
Sick Pay Scheme, and the Statutory
Maternity Pay Scheme are deducted,
the effect of known differences in timing
with British Coal, whose accounting year is
based on a period from the day following
the last Saturday in March rather than
1 April to 31 March,
notional contributions in respect of pension 
increases for teachers and National Health 
Service workers are deducted. The 
increased pensions payable under the 
Pensions Increase Act is now counted in the 
national accounts as a notional contribution 
paid by the central government to teachers 
and certain central government employees, 
up to 1985-86, grants and loans to 
Passenger Transport Executives are
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deducted and their capital expenditure 
added,
for 1986-87, net finance leasing by 
municipal passenger transport companies 
{ex PTEs) is added,
for 1986-87, capital expenditure of local 
authority airports is deducted, and grants 
and loans to them, and net finance leasing 
are added,
pre-funding of local authority capital 
projects is added, and the consequential 
expenditure deducted,
capitalised interest is deducted from central 
government housing grants,
General Practice Finance Corporation stock 
issues are added to central government, 
timing adjustment on EC receipts 1985-86 
to 1986-87,
CroNAm Estates capital expenditure is 
deducted,
the expenditure of the Office of 
Telecommunication, the Office of Gas 
Supply and the Securities and Investment 
Board is deducted,

(aa) the expenditure of the Cable Authority is 
deducted and its external finance is added,

(ab) the rent received from private contractors 
for HM Dockyards is deducted,

(ac) an adjustment is included occasionally in 
other  adjustments incorporating known 
revisions to national accounts figures which 
are expected to be included in a subsequent 
quarterly update.

A supplementary table, S12, Treasury ana lysis 
of public expenditure,  is included in the 
November and Decemberissues of Financial 
Statistics  showing the analysis of public 
expenditure by the main spending programmes 
consistent with the definitions used in the most 
recent White Paper. A run of general government 
expenditure figures for the latest eleven calendar 
years is given in U n i t e d  K i n g d o m  National 
Account s —  'Blue Book' —  and the totals are 
analysed in detail by functional groups and economic 
categories. Longer runs are given in the Economic 
Trends Annual Supplement  for total general 
government expenditure analysed by main economic 
category for the years from 1946.

For summary accounts showing revenue, 
expenditure and finance of the public sector see 
supplementary tables S23 and S24 included in the 
November issue of F i nanc i al Statist i cs.

Table 2.5
Public sector borrowing and 
contribution to the public sector 
borrowing requirement

The public sector bo r r ow i n g  requirement 
(PSBR)indicates the extent to which the public sector 
borrows from other sectors of the economy and 
overseas to finance the balance of expenditure and 
receipts arising from its various activities. The PSBR 
can be defined in terms of the receipts and 
expenditure of the consolidated public sector

accounts, but it is usually more helpful to consider it 
in terms of the borrowing requirements of the 
sub-sectors of the public sector: central government, 
local authorities and public corporations. In practice, 
the local authority and public corporation borrowing 
requirements are measured from the financing items 
because this information comes to hand more quickly 
and is regarded as more reliable.

A considerable part of the central government 
borrowing requirement is needed to finance central 
government on-lending to local authorities and 
public corporations; table 2.5 shows separately the 
amount central government needs to borrow on own 
account.

The PSBR can be seen as the central government 
borrowing requirement on own account plus  the 
local authority borrowing requirement and the public 
corporation borrowing requirement. Alternatively the 
PSBR may be regarded as the total central 
government borrowing requirement plus  the local 
authority and public corporation 'contributions' to the 
PSBR, where 'contribution' is defined as borrowing 
(other than direct borrowing from central 
government), less  net purchases of other public 
sector debt (i.e. for local authorities: central 
government and public corporation debt; for public 
corporations: central government and local authority 
debt).

A revised definition of the PSBR was announced 
by the Chancellor of the Exchequer on 10 February 
1984. Under this definition changes in public 
sector bank deposits  and holdings of other 
1 iquid assets  are regarded as financing the PSBR 
rather than contributing to it. These items are 
included in columns 1, 2, 4 and 10 of table 2.5 and 
add through to columns 7, 8, 13 and 14.

Monthly estimates of the PSBR are included in 
the table. An article describing their derivation, their 
relationship with the quarterly figures and their 
likelihood of revision was published in the November 
1983 issue of Economic T r e n d s .

Seasonal adjustment
The seasonally adjusted series are constrained so 

that financial year totals are equal to the financial 
year totals of the unadjusted series. Central 
government uses the financial year as its accounting 
year for planning and control and the forecasts of 
PSBR and its components which are published each 
year in the Financial Statement and Budget 
Report  are for financial years. The financial year 
constrained seasonally adjusted series should be 
used when the quarterly outturns during the financial 
year are compared with these forecasts.

Erratic influences on the PSBR, particularly 
distortions caused by industrial disputes and by the 
recent privatisations have affected the series over 
the last few years, which has made the seasonally 
adjusted series less reliable as an indicator of the 
recent underlying trend. Seasonal adjustment seeks 
to remove only the effects of regularly recurrent 
influences and even that is impeded when large 
erratic influences affect the series.

Local authorities net borrowing from 
other sources  includes market transactions of the 
issue department of the Bank of England and 
National Insurance Fund in local authority debt.

Transactions in other public sector debt
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by public corporations include repayments of loans 
to regional water authorities and passenger transport
executives.

Timeliness
Monthly estimates for the borrowing requirement 

of the public sector are released by press notice 
twelve working days in arrears. Figures issued in the 
PSBR press notices are provisional and are subject to 
revision when published. When available, later PSBR 
figures are shown in table S30 in F /n a n c /a /
St at i S t  i cs.

Further references
An article describing the nature of the PSBR and 

how this is measured quarterly was published in the 
August 1980 issue of Economic Trends. It explains 
how the PSBR is related to the national accounts.
examines changes in its composition since 1963 and 
its relationship with the money supply. A further 
article detailing changes appeared in E c o n o m i c  
Trends,  February 1984.

Estimates of the PSBR also appear in the Bank of 
E n g l a n d  Q u a r t e r l y  Bulletin.  A forecast of the 
PSBR and its m ake-up for the financial year is 
published at Budget time in the F i n a n c i a l  
S t a t e m e n t  and Budget Report.  Another forecast

between
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2. Foreign currency loans to public sector outside exchange cover scheme
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the PSBR for the financial year is published 
annually in the Autumn Statement.

Financial accounts for the last 11 years are 
published in U n i  ted K i  ngdom Nat i  onal Accounts, 
table 10.12.

Table 2.6
Financing of the public sector 
borrowing requirement

This table analyses the PSBR according to the 
sources of the funds borrowed; it shows who takes 
up the net issues of debt whereas table 2.5 shows 
who issues them. The table is in two parts. The 
second part shows the three main ways in which the 
PSBR is financed: by sales of debt to the public 
outside the monetary sector (for example, gilts, 
national savings, local authority stocks and bonds); 
by borrowing from the banking system; and by 
transactions with the overseas sector, which include 
not only government borrowing but also the effect of 
changes in the reserves on the sterling value of the 
assets of the Exchange Equalisation Account. 
Financing also includes issue department 
transactions in bills, repurchases and sales of 
ECGD'backed promissory notes and shipbuilding 
credit paper. The first part of the table is a summary 
of the second part but includes a breakdown of the 
non-bank private sector financing between other 
financial institutions, industrial and commercial 
companies and the personal sector. The data for 
this analysis are available one month later than data 
for the non-bank private sector as a whole.

Sales of debt to the public are influenced by a 
number of factors including the level of interest rates 
and expectations about future interest rates. The 
state of confidence can also be important.

The extent of overseas finance is largely the 
consequence of the balance of payments position 
(see table 11.8 and notes on page 110 for the 
statistical relationships). When an external deficit is 
financed by a fall in the foreign exchange reserves, 
the central government receives an inflow of sterling 
finance from sales of foreign currency. The fall in 
the reserves appears as overseas financing while the

inflow of sterling reduces the finance that has to be 
raised domestically. Borrowing abroad by public 
corporations and local authorities usually increases 
the reserves since these bodies require sterling for 
their spending and the monetary authorities provide 
this in exchange for the foreign currency. Both the 
borrowing abroad and the increase in the reserves 
appear, offsetting each other, as overseas fina»'cing, 
but the need for sterling to buy the foreign exchange 
increases the amount that the central government 
has to borrow domestically.

The diagram on page 35 illustrates the links 
between balance of payments transactions (shown in 
table 10.1), external finance of the PSBR, changes in 
the balance sheet of the monetary sector and the 
monetary aggregate M3.

Borrowing from the monetary sector will tend to 
increase the money supply. Some methods of 
financing the PSBR without increasing the stock of 
money were described in the M o n t h l y  Economic 
Assessment —  Economic Progress Report, No. 
58. January 1975.

Table 2.6 is built up from certain of the items of 
tables 3.4, 4.4 and 5.4. Notes on these components 
appear in later sections under the relevant table 
number.

Table 2.7
Public sector accounts

A consolidated current and capital account is 
given for the public sector. The presentation of this 
table follows that in the 'public sector transactions' 
section of the Financial St atement and Budget
Report  ----  'Red Book'. This table enables the
forecast of the components leading to the PSBR to be 
monitored. The format is identified to table 6.7 of the 
March 1987 Budget Red Book. The presentation in 
Financial Statistics  will automatically change 
to accommodate changes in the Budget Red Book.

A subsector analysis of these figures for the most 
recent complete financial year is published in 
supplementary table S13. More detailed description 
of the data is shown there, and in respect of the 
relevant tables from Sections 3, 4 and 5.
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Tables no longer published

Public sector financial account
This table showed how the financial surplus 

or deficit  of the public sector was financed. The 
entries were grouped into transactions in financial 
liabilities and financial assets. This amounted to an 
alternative, condensed version of table 1.6.
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securities
3 .3
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Financing of the public sector borrowing requirement (PSBR)

PC Contribution 
to PSBR

Central Government 
borrowing requirement

(CGBR)

Borrowing on 
own account

2 .5

5 .2

LA contribution 
to PSBR

$

Public
corporations

Direct 
lending by

CG Central Government

5 .9

Direct 
lending by

CG

Local
authorities

7. Cons/stenf with the February 1988 issue o f Financial Statistics. 
2. Changes in foreign currency reserves are recorded as 

financing the borrowing requirement.

i

ft



I'l

1/

s

Section
Central government

The central government embraces all bodies for 
whose activities a Minister of the Crown, or other 
responsible person, is accountable to Parliament. It 
includes, in addition to the ordinary government 
departments, a number of bodies administering 
public policy but without the substantial degree of 
financial independence which characterises the 
public corporations; it also includes certain 
extra-budgetary funds and accounts controlled by 
departments, of which the National Insurance Fund is 
the most important. The accounts of the Northern 
Ireland departments are combined with those of the 
government of Great Britain. The issue department 
of the Bank of England is regarded as an agent of the 
central government and its financial transactions on 
behalf of the central government are treated as 
though they were transactions of the central 
government itself.

The first three tables give the central government 
accounts on a national accounts basis, showing how 
the current, capital and financial transactions 
respectively lead to the central government 
b o r r o w i n g  repuirement.  Table 3.4 shows how 
the borrowing requirement is financed, by sector and 
by type of financial instrument. The section also 
includes further details of B r itish government 
securities,  tables 3.5 and 3.6, T r e a s u r y  bills 
tables 3.7 and 3.8, national savings  tables 3.9 
and 3.10 and tax instruments,  table 3.11. It 
should be noted that the investment accounts of the 
National Savings Bank (NSB) up to 31 December 1980 
and the Trustee savings bank 
introduction to Section 7) were not 
government but were included in 
institutions. From 
investment

(TSBHsee the 
part of central 
other financial

account
1 January 1981 the NSB 
is included with central

account is shown in table 1.3 and 
latest Quarter in the matrix of

government.
The financial 

figures for the 
table 1.1.

The presentation of the accounts of the central 
government, in terms of the statutory funds and 
accounts, is given in summary form in tables 3.12 to 
3.16. Their relationship to the accounts of central 
government on a national accounts basts is outlined 
below. Further details may be found in U n i t e d  
K i ngdom National Accounts: Sources and 
Methods.  Chapter IX.

Alt government revenue, other than borrowing 
and certain sums received by government 
departments in the course of their normal activities 
(known as appropriations-in-aid), is ultimately paid 
into an account with the Bank of England which 
forms the Consolidated Fund. With certain 
exceptions (the main ones being government loans 
and national insurance benefits), all expenditure by 
the government is paid out of issues from this fund. 
All money raised by the creation of debt is paid into 
a separate cash account at the Bank of England — 
National Loans Fund (NLF) — together with receipts 
representing repayment of loans made by the State 
from the fund and interest on those loans. The 
National Loans Fund is the channel through which 
pass all the government's borrowing transactions as 
well as most of its domestic lending transactions and 
the servicing (i.e. interest and expenses) of the 
'national debt.'

The Consolidated Fund and National Loans Fund

accounts are statements of cash flows through the 
UK government accounts with the Bank of England, 
and show receipts and payments under headings 
which correspond to the requirements of 
Parliamentary control. Most transactions are with 
departments and other government bodies, and are 
thus internal to the central government sector. 
Examples of Consolidated Fund/National Loans Fund 
transactions with bodies outside the central 
government sector are interest on and management 
expenses of the national debt and transactions in 
marketable securities.

Departments and other government bodies have 
transactions direct with other sectors and although 
their accounts record these transactions in a good 
deal of detail, the accounts are not in a form suitable 
for national accounting purposes. Three principal 
operations have to be carried out to fit the large 
mass of data into the national accounts framework. 
In the first place the various accounts have to be 
consolidated so that only transactions of the
government, considered as a whole with the rest of 
the economy remain; that is, many transactions 
internal to the central government sector — such as 
those with the Consolidated Fund and the National 
Loans Fund — have to be eliminated. Secondly, the 
transactions with the rest of the economy have to be 
classified according to the economic categories used 
in the national accounts. And thirdly, where the 
information is available, the figures shown in the 
central government funds and accounts, which 
represent cash flows, are adjusted on to a payable/ 
receivable or accruals basis to make them consistent
with other sectors of the national accounts.

In the first process of consolidation transactions 
between any two parts of the central government 
are, with certain exceptions, eliminated. In
particular, most transactions between the
Consolidated Fund, National Loans Fund and
departments disappear. As an example, we may 
consider the case of taxes collected by the Inland 
Revenue. The department in due course passes the 
money it collects to the Consolidated Fund. On 
consolidating, the payment by the department to the 
Consolidated Fund disappears, so that the
consolidated central government current account in 
general shows only receipts of taxes by the 
department from other sectors. Similarly issues of 
money from the Consolidated Fund to departments to 
finance departmental expenditure {supply services 
in table 3.12) disappear in the process of 
consolidation, and only payments by departments 
made outside the central government appear in the 
consolidated account. Departmental receipts and 
payments, as recorded in the consolidated account of 
the central government constructed for national 
accounts purposes, may therefore differ significantly 
from the receipts and issues as recorded in the 
accounts of the Consolidated Fund and National 
Loans Fund because of timing differences. Internal 
transactions are not eliminated when the economic 
category of the payment by one part of the 
government differs from that of the receipt by the 
other part, but are recorded twice, as both income 
and expenditure. Thus national insurance 
contributions paid by the government in respect of 
its employees, although effectively internal, form part 
of government expenditure on wages and salaries
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and are also included in the total receipts of national 
insurance contributions. Similarly taxes on 
expenditure forming part of expenditure on goods 
and services by the government are not eliminated in
the process of consolidation.

The object of the second main process applied to 
the accounts of the central government departments 
and bodies is to present the transactions of the 
government in categories which are economically 
significant and to relate the government's activities 
to those of the rest of the economy. This calls for a 
reclassification of government transactions, as set 
out in the accounts presented annually to Parliament 
(i.e. by function or programme), into economic 
categories in accordance with the principles adopted 
for national income accounting as a whole. Although 
the nature and purpose of most government 
transactions is fairly clear, in some cases the 
distinctions are not easy to draw. A principal 
consideration, however, is that the classification 
should be consistent with the treatment of these 
transactions in other sectors of the economy, and it 
may thus be influenced by the data available for
other sectors.

The third process concerns the basis of recording 
transactions. For reasons connected with the 
maintenance of Parliamentary control, the accounts 
of central government departments, bodies and funds 
are recorded entirely on a cash basis. The figures 
appearing in the central government current and 
capital accounts, on the other hand, though based on 
the cash statements presented to Parliament, refer 
only in part to cash payments and receipts; certain 
items are adjusted from a cash basis to a 
payable/receivable, or accruals, basis to be more 
consistent with the figures in the corresponding 
accounts of the sectors concerned in transactions 
with the government. It is worth noting that the 
difficulties of obtaining consistency between the 
government accounts and those of the rest of the 
economy do not arise in the case of activities for 
which accounts are prepared on a commercial, or 
payable/receivable, basis. These include the
transactions for central government trading
activities. Further details of the a c c r u a l s  
a d j u st m e n t s  are given in the notes to tables 3.1 
to 3.3. In addition to the a c c r u a l s  a d ju s tm e n ts , 
the national accounts also include the consumption 
of non-trading capital, which is an imputed item not 
appearing in the cash accounts of central 
government departments, bodies and funds.

Quality of data
A note on the reliability of the data is given in

U n i t e d  K i n g d o m  National Accounts: S o urces 
and M e t h o d s , p a r a g r a p h  9.186.

Tables 3.1, 3.2 and 3.3 
Current, capital and financial 
accounts

The figures are derived mainly from returns 
giving cash payments and receipts for the various 
funds and accounts: but in order to maintain 
consistency with the basis on which certain 
transactions are recorded in other sectors it is 
necessary to replace some Items' cash figures with

accrued figures, 
notes below.

The transactions

These items are Identified in the

in these tables shown
The

are
seasonally adjusted as well as unadjusted, 
adjustments are such that the calendar year totals of 
the seasonally adjusted series are equal to those of 
the unadjusted series, i.e. the seasonally adjusted 
series is calendar year constrained.

Table 3.1
Current account receipts

Taxes on income  covers income tax, surtax, 
petroleum revenue tax, supplementary petroleum  
duty, corporation tax less  overspill relief and IBA 
levy. Income tax is recorded on an accruals basis 
consistent with the way it is recorded in the 
accounts of the other sectors, i.e. as the tax 
deductions from income are actually made. The 
difference between these accruals and the actual 
amounts received by the Inland Revenue is included 
in the financial account as an accruals adjustment.

Taxes on e x p e n d i t u r e  consists of taxes which 
enter into costs of production and distribution, such 
as taxes on tobacco, value added tax, selective 
employment tax, national insurance surcharge, etc. 
Also treated as taxes on expenditure are taxes on 
final buyers associated with the purchase, possession 
or use of particular goods, for instance motor vehicle 
licence duties and stamp duties on the transfer of 
property. The figures for selective employment tax, 
national insurance surcharge, purchase tax, value 
added tax, car tax, gas levy, customs and excise 
revenue on beer, alcoholic drinks, tobacco, 
hydrocarbon oils, customs duties and EC agricultural 
levies and Northern Ireland rates represent the 
amount of these taxes accruing during the period 
rather than the actual receipts. Details of the 
various taxes are shown annually in U n i t e d  
K i n g d o m  Nat i onal Accounts.

Nati on a l  insurance. national health. 
R e d u n d a n c y  F u n d  and M a t e r n i t y  P a y  F u n d  
cent ri but i ons  are the aggregate of the estimated 
employers' and employees' contributions and 
premiums associated with the minimum state 
pension scheme. Following the introduction of the 
new system of earnings-related contributions in April 
1975, they are shown in the account on an accruals 
basis. Contributions by employers under the 
Statutory sick fund scheme are included from April 
1983 and for the maternity fund from April 1987. 
Collectively these contributions are shown as 
Social securi ty cont r i but ions.

Gross t r a d i n g  s u rplus  is the balance of 
trading receipts over trading expenditure before 
deducting any provision for depreciation and interest 
charges. It excludes the income arising from the 
ownership and letting of land, buildings, and other 
fixed assets which appears as rent, but includes 
income from the ownership of property used for 
government trading activities.

Rent and royalties, etc.  comprises, along 
with rent, licence fees and accrued royalties on North 
Sea oil and gas production.

Interest and d i v i d e n d s  e t c . comprises
interest from:
(a) local authorities i.e. on loans, the premium 
payable under the exchange cover scheme and the
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income of the National Insurance Fund and the Issue 
Department of the Bank of England in respect of their 
investment in local authorities debt; (b) public 
corporations i.e interest on loans, dividends on public 
dividend capital and the premium payable under the 
exchange cover scheme and (c) interest on loans to 
the private sector, dividends on shareholdings and 
the investment income of certain extra-budgetary 
funds received from outside the public sector. 
Includes debenture receipts by British 
Telecommunications (Statutory Corporation) from  
British Telecommunications to finance its excepted 
liabilities relating to deficiencies in the Post Office 
and British Telecommunications pension funds in 
respect of service before 1969.

Mi s e e n  aneous current transfers  comprise 
receipts from driving licences, public service vehicle 
licence fees, passport fees, dog and gun licences, and 
fines and penalties in Magistrates and Scottish 
courts.

Imputed c h a r g e  for consumption of
n o n - tr a d i n g  capital.  The provision of
non-trading activities requires the use of capital 
assets. The amortisation of these assets is charged 
to current expenditure as capital consumption and 
generates an equal notional receipt.

Current account expenditure
Finai c o n s um p t i o n  relates to non-trading 

activities, and consists of payments for the service of 
employees, capital consumption, and purchases of 
goods and services other than purchases of fixed 
assets and stocks. For certain items cash payments 
do not accurately represent the expenditure being 
incurred, since they are subject to either random 
fluctuations of timing (e.g. military defence purchases 
of goods and services) or periodic payments (e.g. 
rates on government property) and are likely to be 
inconsistent with the transactions recorded by other 
sectors. The method of dealing with this problem is 
to redistribute the cash figures over the financial 
year generally assuming a smooth trend of 
expenditure during the year.

Subsidies  are payments to a producer or trader 
having the effect of reducing selling prices to final 
buyers. For consistency with the accounts of other 
sectors, certain subsidies are recorded on an 
accruals basis. It also includes receipts and payments 
from the monetary sector of any excess income 
arising from its fixed rate credit scheme lending; this 
is recorded on an accrued basis.

Social security benefits  comprise national 
insurance benefits excluding payments to 
non-residents which are treated as current grants 
paid abroad. Plus redundancy and maternity fund 
benefits and other non-funded social security 
benefits such as war pensions and allowances, family 
benefits and supplementary benefits.

Other current grants to personal sector 
mainly consist of grants to universities, colleges etc 
and various employment benefits such as the Youth 
Training Scheme.

Debt interest  relates to central government 
debt held by other sectors. The payments include 
those made to local authorities and public 
corporations arising from guaranteeing interest 
payments on borrowing under the exchange cover 
schemes; interest paid on public corporation's 
deposits; from September 1981 the indexed additions

to principal of index-linked gilts which are offset by 
accr ua l s  adjustments  . Includes payments to the 
Post Office and British Telecommunications pension 
funds by the British Telecommunications (Statutory 
Corporation) of interest received by them relating to 
deficiencies in the pension fund in respect'of service 
before 1969.

Table 3.2
Capital account

This table shows non-financial capital receipts 
and expenditure leading to the balance, financial 
surplus or deficit.

The receipts consist of:

Current surplus  brought forward from the 
current account.

Taxes on capital . The main items are death 
duties and taxes on capital gains, and in 1981 and 
1982, the special tax on banking deposits.

Other capital receipts  comprise mainly 
receipts from certain public corporations on disposal 
of assets.

Capital account payments comprise;
Gross dome st i c  fixed capital f ormat i on  is 

distinguished from final consumption in that it 
creates physical assets which wilt provide services in 
the future.

Increase in v a l u e  of stocks  including trading 
bodies, mainly the net cost of purchases by the 
Intervention Board for Agricultural Produce, and 
emergency and strategic stocks.

Capital transfers  to private sector, local 
authorities, public corporations and to overseas.

Table 3.3
Financial account and balancing
item

Accruals adjustments.  These are the 
adjustments made to the central government cash 
figures of receipts and expenditure for consistency 
with the basis on which the transactions are 
recorded in other sectors. Accruals series are 
converted to a cash basis by subtracting the accruals 
adjustment. The accruals adjustments are shown 
separately classified as financial liabilities or assets 
as appropriate.

Transactions c o n c er n i n g  certain public 
sector pension schemes  are mainly the net 
receipts of total pension contributions less  pensions 
actually paid in respect of notionally funded pension 
schemes. They include notional payment in respect 
of employers' contributions under the Pensions 
Increase Act for teachers and National Health Service 
workers. In table 1.3 they are shown under life 
a s s u r a n c e  and pension funds.

Other identified financial liabilities 
(net), which less  the balancing item  was 
formerly miscellaneous financial receipts. 
Also included are transactions with BNOC in 
connection with its advance sales of oil, deposits into 
Courts Funds, and compensation payments relating 
to the transfer of fixed assets to the National Health 
Service from local authorities (see notes to table 
4.3). The difference between accrued military 
defence purchase and cash payments are included as 
identified trade credit.

4

J:

re

n

(



: f
\.

Central government

by
’0 the

'ension 
stutory 
’'fig to

«ipts
fincial

 ̂ the

death 

1 and

nainly

iposal

on is 
at it 
:es in

ading 

/ the 

and

local

I
I
I

If

i

s!
I

■

I'

IL
1
IL

t'

4
I

t h e

c a s h 1
*

t e n c y II

a r e

a r e •

r u a l s 1

f i o w n
1
1|l

s s e t s

o J i c 1 '

n e t
■1
:11

s i o n s
1

f i s i o n )

s p e d '

s i o n s 1

i f v i c e
i )
1
j

t i e s if

w a s 1

f p t s -

|n 1

; i n t o

l e a l t ^

t a b l ^

l i t a r V

g d  a s

i
c

>
i t

4

>

^ 4
>

*•<\

4

Iy
v j

i

4
\  •

B o r r o w i n g  requi rement  indicates the extent to 
which the government borrows from other sectors of 
the economy to finance the balance of expenditure 
and receipts arising from its various activities. A 
sizeable part of the borrowing is used to finance 
central government lending to local authorities and 
public corporations. The borrowing requirement is 
measured by reference to the transactions by which 
central government finances its borrowing; details of 
how the borrowing is financed are given in
tables 3.4, 3.6, 3.8 and 3.9.

Net lending to p r i v a t e  s e c t o r  includes
refinanced shipbuilding credits.

Net lending to p u b l i c  c o r p o r a t i o n s
excludes transactions in connection with writing off 
debt. Publ ic div idend capi tal  which is a form of 
long-term finance for public corporations, earning

interest, and other special
shown

dividends rather than 
advances to public
separately.

Public d i v i d e n d

corporations are

capital etc.  and c a s h  
e x p e n d i t u r e  on c o m p a n y  s e c u r i t i e s  reflect 
redemption of public dividend capital by the National 
Enterprise Board and purchase from the National 
Enterprise Board of shares in Rolls Royce and British 
Leyland for the same amount (£234 million relating to 
Rolls Royce in the third quarter of 1980 and £1,228 
million relating to British Leyland in first quarter
1981).

Net lending o v e r s e a s  includes refinanced 
export credits.

C o m p a n y  s e c u r i t i e s  includes receipts 
sales of assets. The governments' main privatisation 
sales are included here.

from

Timeliness
The statistics are normally published four months 

after the end of the quarter.

Further references
The central government current account with an 

accompanying commentary is also published in the 
January, April. July and October issues of E c o n o m i c  
Trends;  a longer run of quarterly data appears in 
the October issue.

Further information is included in Chapter IX 
U n i t e d  K i n g d o m  National Ac c o un t s :  S o u r c e s  
and M e t h o d s  and in the notes to the U n i t e d  
K i n g d o m  National A c c o u n t s  -----  'Blue Book'.

Annual figures for the latest eleven years, giving a 
detailed analysis of a number of the items, are 
published in the Blue Book.

Table 3.4
Financing of the central 
government borrowing requirement

Table 3.4 shows the main financial instruments 
through which the central government borrows to 
finance the central g o v e r n m e n t  b o r r o w i n g  
requ i rement  (CGBR). The table is in two parts: the 
first gives details of the changes in the financia 
liabilities and assets of the central government which 
in aggregate match the borrowing requirement. The 
second part shows the changes in the net 
indebtedness of the central government to other 
sectors, changes in the official reserves being

included in the figure for the overseas sector. The 
estimated changes in net indebtedness recorded in 
the second part of the table arise not only from  
transactions between the central government and 
other sectors, but also from transactions between the 
other sectors. As in the* financial accounts, notes 
and coin acquired by Scottish and Northern Ireland 
banks to cover increases in notes issued by them, are 
excluded from the figures for the banking sector and 
included in the figures for the other sectors.

In table 3.4 increase in assets are shown as 
negative, decreases as positive.

Liabilities
N o t e s  and coin:  the increase in notes in 

circulation (that is the increase in the fiduciary note 
issue less  the increase in the holding of notes in the 
Banking Department of the Bank of England) plus
the increase in issued coin.

T r e a s u r y  bills.  The change in Treasury bills
outstanding excluding those held by the Bank of 
England, government departments and the National 
Debt Commissioners. The change in Treasury bills 
outstanding also excludes changes in those holdings 
of overseas monetary authorities which are the 
counterparts of central bank assistance in support of 
the reserves in the form of swaps against sterling: 
these changes form part of o t h e r  g o v e r n m e n t  
o v e r s e a s  financing.

B r i t i s h  g o v e r n m e n t  securities.  Total cash 
issues of British government and governm ent- 
guaranteed securities less  redemptions including 
the operations of government sinking funds, and 
less  net purchase of government and governm ent- 
guaranteed securities by the Bank of England 
(including those under purchase and resale 
agreements) and the National Debt Commissioners.

N a t i o n a l  s a v i n g s  comprise the total 
contribution to the financing of the CGBR from  
national savings as shown in table 3.9. See that 
table for further details.

Tax i nst r u m e n t s  : These consist primarily of 
certificates of tax deposits —  net receipts from  
deposits less  withdrawals p l u s  items in transit. 
These certificates were introduced in October 1975 
(see notes to table 3.11), small repayments of tax 
reserve certificates (whose issues stopped after June 
1973) are also included and between April 1973 and
October 1974 tax deposit accounts.

Net i n d e b t e d n e s s  to the Bank of England, 
B a n k i n g  D e p a r t m e n t  . The government usually 
has a net liability to the banking department of the 
Bank of England, which holds government debt of 
various kinds and at the same time has liabilities to 
the government in the shape of the balances of the 
National Loans Fund and the Paymaster General at 
the Bank of England. Transactions are also classified 
here when the Banking Department has a surplus.

This item comprises the sum of the increases in 
the Banking Department's holdings of n o t e s  and 
coin, tax instruments, B r i t i s h  g o v e r n m e n t  
s e curit i es and T r e a s u r y  bi 1 1 s , less  increases 
in the liabilities of the Banking Department to the 
government (i.e. in the balances of the National 
Loans Fund and Paymaster General at the Bank of
England).

The government's net indebtedness to the Bank 
of England changes as a result of the Bank's central 
banking operations. A rise in the government's net 
indebtedness helps to finance the government's
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borrowing requirement.
Northern Ireland central government 

debt. This item consists of net sales of Northern 
Ireland government securities, Northern Ireland 
Treasury bills, Ulster saving certificates and Ulster 
development bonds together with the increase in 
bank and building society advances to the Northern 
Ireland central government. Borrowing by the 
Northern Ireland government under the exchange 
cover schemes is included under overseas  
official financing: other.

Cost of exch an g e  cover  scheme on 
repayment of principal.  There are two ways in 
which borrowing in foreign currency can be 
undertaken, direct from overseas or through the UK 
banks. Certain foreign currency borrowers have 
access to this scheme; these are primarily public 
corporations but also include local authorities and 
some private sector companies (particularly 
privatised former public corporations). If they do, 
central government guarantees to cover any additon 
to the sterling cost of interest payments and 
repayments of the loan arising from a fall in the 
exchange rate between the time the loan is 
negotiated and the time it is repaid (conversely 
central government would benefit in the event of 
sterling appreciation). Losses and gains arising on 
interest payments are included under central 
government expend; t u r e ; debt interest  in 
table 3.1. Only the cost of guaranteeing repayments 
of principal is recorded in table 3.4.

It is important to note that, in practice, no 
payments as such occur, i.e. the exchange losses or 
gains are purely notional. Under the exchange cover 
scheme, the beneficiary is entitled to purchase the 
foreign currency needed to repay the loan (interest) 
at the original exchange rate from the Exchange 
Equalisation Account. However in the local 
authorities', the public corporations' and company 
accounts (tables 4.4 , 5.4 and 8.2) repayments of 
borrowing are shown at the current market exchange 
rate in line with the balance of payments statistics. 
The item cost of e x c h a n g e  cover scheme on 
repayments of principal  is needed as an 
adjustment to bring the figures back to an original 
exchange rate basis. A charge is made by central 
government for the guarantee. This is included 
under central government receipts: interest and 
di v i de n d s  e t c . in table 3.1.

Other public sector financing: central 
government  comprises ways and means advances 
by the National Coal Board, the British Gas 
Corporation, and the Crown Agents Holdings and 
Realisation Board, and repayments by the Fund for 
the Banks for Savings to the Trustee savings banks 
and deposits by public corporations with the National 
Loans Fund (including a repayment to a corporation 
after it was privatised), and balances of certain 
trading funds (classified as public corporations) with 
the Paymaster General.

G o v e r n m e n t  f o r e i g n  c u r r e n c y  d e b t  includes 
foreign currency borrowing by HM government under 
bank euro-dollar facilities from governments and 
central monetary authorities abroad (including 
foreign currency deposits), issues and redemptions of 
British government foreign currency bonds, drawings 
by the IMF and borrowing by the Northern Ireland 
central government from the European Investment 
Bank under the exchange cover scheme. HMG's 
dollar floating rate note issues are also included

here.
Other 

covers all
government overseas financing 
central government transactions with 

overseas not elsewhere included, such as sterling 
borrowing from governments or from central 
monetary authorities in the form of assistance with a 
sterling counterpart invested in Treasury bills (aid 
bills), amounts swapped forward into later months 
against sterling with overseas monetary authorities 
in 1971 and 1972, transfers from the Government's 
dollar portfolio into the reserves, gold subscriptions 
to the IMF, changes in IMF holdings of non-interest 
bearing notes other than those arising from drawings 
or subscriptions, allocation of SDRs, the Exchange 
Equalisation Account's loss on forward commitments 
entered into before devaluation in 1967. Further 
details are shown in United Kingdom National 
Accounts  table 7.4.

Assets
Issue dept, transactions in bills, etc 

and indirect 1ending to other public sect or. 
Market transactions by the Issue Department of the 
Bank of England, and by the National Debt 
Commissioners. It also includes the purchases and 
resales by the Issue Department of promissory notes 
relating to export credit backed by the ECGD and to 
shipbuilding finance and government-guaranteed 
stock (redemptions). The latter represents payments 
to the central government by nationalised industries 
for the redemption of their government-guaranteed 
stock at maturity. All redemptions of 
government-guaranteed stock held by the public are 
treated as being made by the central government 
which itself may hold (through the Bank of England 
issue department) amounts of stock purchased in the 
market prior to redemption. All transactions with the 
public in government guaranteed stocks (including 
purchases at redemption) are included in the item 
British government securities.

Net change in official reserves  (other than 
the increases arising from the transfer of the 
government's portfolio of dollar securities). It 
excludes the increase in sterling value upon 
devaluation. From 23 August 1971 valued in sterling 
at transactions rates of exchange, and previously at 
parity.

Depo si t s  with banks.  These figures are 
deposits by central government with the monetary 
sector and are obtained from the monetary sector 
statistics. Normally bank balances are relatively low.

Timeliness
Quarterly figures for the net borrowing

requirement are published in Financial
Stat i St ics  one month after the end of the quarter 
to which they relate. The analysis by type of 
instrument is available two months in arrears, 
followed one month later by the sector analysis.
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Tables 3.5 and 3.6
Government and government- 
guaranteed marketable securities

Table 3.5 starts with the cash value of net issues 
of B r i t i s h  g o v e r n m e n t  a n d  g o v e r n m e n t -  
g u a r a n t e e d  s e c u r i t i e s  by the National Loans 
Fund (NLF); after deducting net p u r c h a s e s  by 
official h o l d e r s  one has the value of net 
official sales to the market.  There follows in 
the first half a maturity analysis of this figure; figures 
are distinguished for r e d e m p t i o n s ,  net official 
p u r c h a s e s  of s e c u r i t i e s  up to 1 y e a r ' s  
residual maturity,  transactions (of all maturities) 
under p u r c h a s e s  and r e s a l e  a g r e e m e n t  s (repos) 
and gross official sales  (net sales of stock over 
1 year to maturity other than repos). Gross official 
sales are divided into three maturity bands.

Finally the first half shows changes in the 
maturity of holdings of BGS which arise from the 
exercise by market holders of the conversion rights 
attached to certain stocks. The value attributed to 
the conversion is the market value of the newly 
acquired stock on the date of conversion. The 
transactions are non-cash and net out to zero.

The second half of the table analyses by sector 
the net official sales. Details of how this is 
estimated are given in Section 1.

Table 3.6 analyses for each month the net issues 
by the NLF (shown quarterly in the first column of 
table 3.5) into gross issues and redemptions of 
individual securities, giving the name of the security 
and the cash amount received on issue or 
subsequent instalment or paid on redemption.

Timeliness
Quarterly figures are published in 

St at i st i cs  three months in arrears.
F inancia 1

Further references
This information with 

published in the Bank 
Bui 1 et i n.

some additional detail is
o f  E n g l a n d  Q u a r t e r  1y

Table 3.7 
Treasury bills

The table gives a sector analysis by holder at the 
end of period together with an analysis of 
transactions by sector of holder derived from the 
financial accounts: details are described in Section V

Market T r e a s u r y  b i l l s  are the total of 
Treasury bills outstanding other than those held by 
the National Debt Commissioners (apart from those 
held on behalf of the National Savings Bank 
Investment Fund up to the end of 1980), other 
government departments and the Bank of England. 
They comprise bills issued at the weekly tenders, 
other then those issued to the banking department of 
the Bank of England for its own account, plus  any 
bills — including bills originally issued outside the
tender (tap bills) -----  sold to the market by
government departments or the Bank of England 
less  any bills purchased from the market by such 
bodies.

Timeliness
Quarterly figures are published in 

St at i St i cs  three months in arrears.
F 7 n a n c i a  1

also
Further references

Quarterly transactions by holders are 
available in the Bank of E n g l a n d  Q u a r t e r l y  
Bui 1et i n and the Bank of Engl a n d  St at i st i cal 
Abst r a c t .

Table 3.8
Treasury bill tender

The figures relate to the weekly Treasury bi 
tender.

Treasury bills are a short-term  government 
liability normally having a life of 91 days. They are 
offered for sale by tender on the last working day of 
each week.

The members of the London Discount Market 
Association, by long standing agreement, tender each 
week for at least the full amount of the bills on offer.

Treasury bills are one of the instruments which 
the Bank of England purchases in its open market 
operations.

for all 
table 7.1

Tables 3.9 and 3.10 
National savings

The figures relate to national savings products 
which are provided by the State, or are under State 
supervision. The main legislation is contained in the 
National Loans Act 1968; the Trustee Savings Bank 
Acts 1969 and 1976; the National Savings Bank Act 
1971; the National Debt Act 1972; and in regulations 
deriving from these acts.

From the November 1979 issue no new figures 
are added to the Trustee savings banks (ordinary or 
new department) columns, with the amalgamation of 
the departments on 21 November 1979; for 
statistical purposes the change is being recorded 
from 30 September. Combined figures 
Trustee savings banks are given in 
thereafter.

Table 3.9 shows the range of products on offer. 
The National Savings Bank (NSB) has an ordinary 
account and an investment account.

Trustee savings banks figures were included in 
B r i t i s h  s a v i n g s  b o n d s  and SAVE  until May 1982; 
under o t h e r  s e c u r i t i e s  on the national 
s a v i n g s  Stock r e g i s t e r  (prior to 21 November 
1979) and in T r u s t e e  s a v i n g s  banks' o r d i n a r y  
d e p a r t m e n t  (prior to 30 September 1979).

From September 1979 the amount of £7.7m is 
excluded from national s a v i n g s  stamps and 
gift tokens  in respect of stamps deemed to be 
outstanding and written off on 15 August 1979.

Total c o n t r i b u t i o n s  to the f i n a n c i n g  of 
the C C B R  includes accrued interest and payments 
into NILO.

The financial accounts
The figures shown for national s a v i n g s  in the 

financial accounts and supporting tables (tables 1 . 1, 

1.3, 1.6, 1.10 and 9.2) and in the financing of the 
central g o v e r n m e n t  b o r r o w i n g  requirement,

tv.-.
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table 3.4, relate to national savings certificates, SAVE, 
Yearly Plan, British savings bonds, premium savings 
bonds, national savings stamps and gift tokens; the 
NSB ordinary account; the NSB investment account, 
income bonds, indexed-income bonds and deposit

Prior to January 1981 the NSB investmentbonds.
account did not form part of the central government 
sector in the financial accounts; it was considered to 
be a financial institution. Consequently, deposits 
with it were not part of national savings  as 
defined here, but were included in the other financial 
institutions as deposits with savings banks. 
Sales of stock from the National Savings Stock

included as public sector sales of
securities  to persons

Register are
British government 
(tables 1.3, 1.6 and 3.5).

Up to the end of the first quarter of 1977, 
transactions are deemed to relate solely to persons. 
From the second quarter of 1977 onwards the data 
take account of holdings by local authorities, building 
societies, pension funds and certain other 
non-profit-making bodies in the NSB investment 
account. With effect from 1 October 1981 the 
investment account was opened to investment by 
registered companies and other corporate bodies 
trading for profit.

Figures for the personal sector (table 9.5), except 
for securities on the national savings register, are 
split into two headings:

certificates, bonds and SAVE national
savings certificates, British savings bonds, 
premium savings bonds, SAVE, yearly plan, 
national savings stamps and gift tokens, 
income bonds, indexed-income bonds and 
deposit bonds.

(ii) ordinary and investment account
National Savings Banks and Trustee savings 
banks

The public sector figures (tables 1.3 and 1.6) are 
those in the central government b o r r o w i n g  
requ i rement  (table 3.4) and consist of the national 
savings figures, defined above for the personal 
sector. Deposits with savings banks, appear as part 
of the other financial institutions (OFI) sector 
transactions (tables 1.8 and 1.7).

Since November 1980 figures provided by DNS 
are a record of purchases and repayments as made 
by the public at post offices and other agencies 
(mainly banks) and not a record of the movement of 
monies into and out of the Director of Saving's 
account with the Bank of England as previously.

The contribution to the CGBR records the net 
capital payment into the National Loans Fund in 
respect of certificates, bonds, SAVE etc schemes, NSB 
deposits plus net accrued interest less any increases 
in ways and means advances of the DNS with the 
Paymaster General. The difference between this 
figure and the total national savings contribution to 
the PSBR is attributed to public corporations' 
transactions in national savings and appears under 
that heading in Section 1 and as transactions in 
public sector (central government) debt  in 
tables 2.5 and 5.4.

Definition of items
Net transactions  (table 3.9) are the 

differences in the amounts outstanding, including 
interest between one period and the next.

Net receipts  (table 3.10) are the net

differences between new purchases plus capital 
uplift on Yearly Plan and repayments (see Yearly Plan 
below) in the period. For national savings 
certificates, SAYE and Yearly Plan  the 
amounts of interest/bonus/index-linked increase 
repaid are included in repayments.

I n d e x - l i n k e d  increase  is the amount by 
which the capital invested, in order to retain its 
original value, would have to be increased by 
revaluing in line with the Retail Prices Index (RPI).

The columns in respect of national savings 
c e r t i f i c a t e s  in table 3.10 show purchases; 
repayments of principal and accrued 
interest/index-linking/bonuses/supplements.
Table 3.9 shows amounts of principal and accrued 
interest/index-linking/bonuses/supplements 
remaining invested at the end of the period. The 
special features of the index-linked issues require 
separate presentation.

A total is given in table 3.9 for the amount 
outstanding for B r itish savings bonds, other 
securities on the National Savings Stock 
Regi st e r  as well as for nat ional savi ngs stamps 
and gift tokens  deemed to be in the hands of the 
public.

British savings bonds  are shown together 
with national savings stamps and gift tokens 
as a net transaction on table 3.10.

P r e m i u m  savings bonds, a n d  income bonds 
and indexed-income bonds  combined are analysed 
by purchases and repayments (table 3.10) and the 
amounts remaining invested at the end of the period 
(table 3.9).

In table 3.9 data for Yearly Plan  are shown 
together with fixed interest issues of SAYE. Data for 
the index-linked issue of SAYE is shown separately. 
In table 3.10 Yearly Plan and all issues of SAYE are 
shown together. For both tables capital refers to the 
amount subscribed for SAYE and the amount 
subscribed or the certificate value (the amount 
subscribed in the first year plus the interest earned 
in the first year) for Yearly Plans. The capital uplift 
column in table 3.10 refers to the amount of interest 
earned by monthly subscriptions to Yearly Plan which 
is capitalised at the end of the first year and is 
counted as a net receipt of capital. The figures do 
not include SAYE  administered by the building 
societies, see notes to tables 7.6 to 7.8. Figures for 
repayments of accrued index-linked increase up to 
31 July 1980 are for sums paid in respect of 
deceased savers' contracts; the amounts outstanding 
of accrued index-linked increase up to 31 July 1980 
are for deceased savers' contracts which have not 
yet been repaid. From 1 August 1980 figures include 
index-linking on all contracts which have reached the 
fifth anniversary of the start date. Details of the 
number of contracts with DNS and TSBs combined, in 
force at the end of the period for the First, Second 
and Third issues, were included until July 1980.

Statistics for the NSB are split between the 
'ordinary' and the 'investment account' services for 
each of which deposits, withdrawals, accrued interest 
and balance at the end of the period are shown. The 
same information appears for deposit bonds and, up 
to 30 September 1979, for the TSB ordinary 
departments in table 3.10.
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Accruals
The gross accrued interest, index-linked increase, 

bonus, or supplement on any form of national 
savings is the amount of interest, index-linking, 
bonus, or supplement that the central government 
could be called upon to pay out. It is therefore  
subject to step changes reflecting the terms of issue, 
and is not necessarily calculated according to a 
constant rate of growth at which the amount might 
be thought of as being gradually earned. Hence for 
example the index—linking on SAVE contracts (series 
ACUN and ACVP in table 3.9) does not begin to 
accrue until August 1980, five years after their 
introduction, in line with their terms of issue (see the 
Annex below); and the August 1980 figure represents 
five years growth in the value of the initial contracts.

Accrued interest can be calculated gross and net 
(i.e. after repayment of interest) for most national 
savings products, but can only be calculated gross 
for savings bank deposits and deposit bonds for 
which repayments of principal and interest are 
indistinguishable.

Publication sequence
The previous calendar month's estimated figures 

are first published in a press notice issued by the 
Department for National Savings (DNS) usually on 
the second or third Sunday in the month. The 
figures next appear, also towards the end of the 
month, in Financial S t a t i s t i c s  with revised 
figures for the earlier months as more up to date
information becomes available.

At any point in time the most recent figures 
appearing in tables 3.9 and 3.10 are provisional 
estimates. After a few months, firm figures are 
substituted which, until April 1986 were generally on 
a Post Office accounting month basis. Exceptions 
were data on savings bank accounts, deposit bonds, 
SAVE and yearly plan where the data referred to 
calendar months. From 1 April 1986 all data is on a 
calendar month basis. Revisions to data are part of 
a continuous process.

Method of compilation
All statistics are obtained from official DNS

sources and the Treasury. The figures are collated by 
DNS to provide the entries in tables 3.9 and 3.10.

Further references
Quarterly figures of both the number and value of 

SAVE  accounts opened and closed, and balances 
outstanding, are shown for DNS in a quarterly 
supplementary table in F i n a n c i a l  Statistics, 
together with information on SAVE  transacted 
through building societies.

The Annual Abstract of Statistics,  table 
16.9 (1986), provides long annual series (usually 
covering the last ten years) of statistics on a 
financial year basis.

The Bank of E n g l a n d  Q u a r t e r l y  B u l l e t i n  
includes national savings statistics in the table

of government debt' and the Bank of 
Statistical Abstract. No 2  contains 

the same information for the years 1963 to 1975.
The Digest of W e l s h  Statistics,  the 

S c o t t i s h  Abstract of S t a t i s t i c s  and the

'Analysis 
Engl and

D i g e s t  of St at i st i c s , N o r t h e r n  1 re 1 and 
provide data on investment and repayments relating 
to the three areas.

Annex to Tables 3.9 and 3.10 
Terms

Given below are the current terms offered on the main forms of 
national savings- Further details are available from Statistics Branch, 
Department for National Savings, 375 Kensington High Street, London 
W14 BSD

National sa/inas certificates: interest, index-linked increases, 
bonuses and supplements are free of income tax and capital gains tax.

Fixed interest issues' details of the terms on individual fixed 
interest issues from 1980 are set out in the table below.

Compound
interest

guaranteed

Issue
Period over Value Maximum

of sale 5 years of unit holding
(% p.a) (£) (£)

17 /1 1 /8 2 -1 3 /8 /8 3 7.51 25 5,000
15 /8 /8 3 -1 9 /3 /8 4 8.26 25 5,000

5 /4 /8 3 -7 /8 /8 4 7.25 25 5,000
8 /8 /8 4 -1 1 /9 /8 4 9.00 25 5.000

15 /10 /84 -12 /2 /85 8.00 25 5,000
1 3 /2 /8 5 -9 /9 /8 5 8.85 25 5,000

2 6 /9 /8 5 -1 1 /1 1 /8 6 7.85 25 10,000
12 /11 /86 -10 /3 /87 8.75 25 5,000

1/5/87 7.00 25 1,000

For 33rd Issue holders of previous matured certificates may 
re-invest these certificates up to the value of £ 5,000 In addition to
the £1,000 maximum.

Index-linked issues:
Retirement issue'. <on sale from 2 June 1975 to 15 November

1980)
Available to people of national retirement pension age in £10 

units. Repayment value related to the movement of the UK Retail 
Prices Index (RPI) between purchase date and repayment, except that 
if encashed within one year of purchase repayment at face value 
only A bonus of £4% of the purchase price w ill be added to 
certificates on the fifth anniversary of the purchase date and be 
index-linked to the date of repayment A second bonus of £4% of 
the fifth anniversary value will be added to certificates on the tenth 
anniversary of the purchase date and be index-linked to the date of 
repayment A supplement of £2 4% of the 30 October 1982 value of 
the certificate was added to certificates on 1 November 1983 and 
index-linked to the date of repayment Similar supplements of £2.4%, 
£3%, £3% and £4% were added to certificates on 1 November 1984, 1 
November 1985. 1 August 1986 and 1 August 1987. At no time will 
repayment value be less than purchase price. Maximum holding
£ 1, 200 .

2nd index-linked issue: (on sale from 17 November 1980 to 29 
June 1985)

Terms similar to retirement issue except for age restrictions. 
Originally restricted to persons aged 60 years or over, but minimum 
age reduced to 50 years on 6 April 1981. and age restriction 
completely removed on 7 September 1981. Maximum holding £10,000.

3rd index-linked issue: (on sale from l July 1985 to 31 July
1986)

Available in £25 units up to a maximum holding of £5,000 Each 
year the certificate value grows by the annual inflation rate as 
measured by the RPI plus the extra interest rate for that year For this 
Issue the amount of extra interest rises from 2.5% In the first year to 
5.25% in the fifth year: overall 3.54% per annum above the Inflation
rate if the certificate is held for five full years

4th index-linked issue: (on sale from 1 August 1986)
Terms similar to 3rd index-linked issue except for a higher rate of 

interest. The amount of extra interest rises from 3% In the first year 
to 6% In the fifth year overall 4.04% per annum above the Inflation 
rate if the certificate is held for five full years

British sa/inas bonds: first issued 1 April 1968 Sold for £5 and 
multiples of £5 Interest payable half-yearly and is assessable tor 
income tax; bonuses are free of Income tax, capital gains tax and 
corporation tax. No further sates after 31 December 1979. Final 
issue reached maturity in August 1965 and was repaid

Premium sa/inos bonds: first issued l November 1956 Prizes 
are free of income tax and capital gains tax. The minimum purchase 
is now £10 and the maximum holding is £10,000. The rate of interest 
forming the prize fund Is currently 7.00% giving approximately 175,000

% '  \  t -  *4*



Central government

v:

prizes per month. The odds of an individual £1 bond unit winning a 
prize is about 11,000:1 in any month.

Income bonds. First issued 2 August 1982, The current terms 
are; a minimum initial purchase of £2.000 larger purchases and 
additions to existing holdings in multiples of £1,000 up to a maximum 
holding of £100.000. The life of the bond Initially set at 10 years. 
The cash value of the the investment remains the same. Interest is 
taxable but is paid in full without deduction of tax at source Interest 
is payable monthly. The rate can be varied at six weeks' notice. 
Repayments may be made at three months' notice.

Indexed’income bonds. On sale from 11 November 1985 to 28 
August 1987. Minimum initial purchase of £5,000 larger purchases 
and additions to existing holdings in multiples of £1,000 up to a 
maximum of £100,000. The life of the bond initially set at 10 years. 
The indexed -income bond pays a start rate' monthly income for the 
first year: this income is increased at the end of each year in line with 
movements in the RPI (e g. start rate 6% then If the RPI increased by 
5% during the first year, the interest paid in the second year will be 6 
X 1.05 - 8.4%). The cash value of the investment remains the same. 
Interest is taxable but is paid in full without deduction of tax at 
source. Repayments may be made at three months' notice.

Yearly Plan: introduced 2 July 1984 A fixed Interest scheme 
involving monthly payments for one year after which the Investor 
receives a certificate which has a guaranteed rate of Interest for the 
next four years provided it is not encashed during the time. The 
minimum and maximum monthly payments are £20 and £200 
respectively. Interest is free of income tax and capital gains tax.

5avg As You Earn scheme. Parallel schemes were operated by 
the Department for National Savings and the Trustee Savings Banks, 
until the introduction of the index-linked issue which is administered 
by the Department for National Savings only. Interest, index-linked 
increase, bonuses and supplements are free of income tax and capital 
gains tax.

First issue was on sale from 1 October ig69 to 30 June 1974; 
second issue from 1 July 1974 to 30 June 1975: details of terms 
applicable to these issues are available from DNS

Third issue (index-linked) was available from 1 July 1975 to 31 
May 1984. The terms were fixed monthly payments of £4 to£20 
(increased to £50 on 1 May 1961) contracted for five years Each 
contribution separately revalued in line with movement of the RPI 
figures applicable to the month of the start date. No interest is paid 
on savings withdrawn in the first year, but thereafter if contributions 
have stopped, interest is paid at the rate of 6% per annum 
compounded monthly on savings withdrawn up to the end of the 
seventh year.

Fourth issue (Share Option scheme). Available only in 
conjunction with an approved savings related share option scheme 
involving deduction from pay by the employer. Terms as follows:

Period of sale
Series A Series B Series C
15/11/80- l /n /8 3 -  1/9/87
31/10/83 31/8/87

monthly 
payments (£s) 10-50 10-50 10-100

5 year bonus 
equivalent 
monthly 
contribution 18 14

effective annual 
rate {%) 10.43 7.21

7 year bonus 
equivalent 
monthly 
contribution

effective annual 
rate (%) 10.64 7.55

interest rate 
if withdrawn 
prematurely after 
one year (pa %) 8

Deposits with National Spinas Bank ordinary account and, 
until 20 November 1979, Trustee sayings banks ordinary department. 
Maximum balance £10,000 Tax free concession of £70 on accounts 
interest. Current interest rate is 2.5% on balances below £500. 
Provided accounts remain open throughout the calendar year 5% is 
paid on the whole balance for each complete calendar month with a

balance of £500 or more. Interest is calculated on a monthly basis 
and is credited gross to accounts once a year on 31 December

Deposits with National Sa/inas Bank irvestment account. 
Interest, which is paid gross, is assessable for income tax. 

Maximum balance £100,000, minimum deposit £5. Interest is 
calculated daily and credited to accounts once a year on 31
December Repayments may be made at one months notice. For rate 
of interest see table 13.9

Deposit bonds. Introduced 17 October 1983. Minimum purchase 
£100; larger purchases and additions to existing holdings in multiples 
of £50 to a maximum holding of £100,000. The life of the bond is 
initially set at ten years. Interest is calculated on a daily basis, 
starting from the date of purchase and is added to the capital value on 
the anniversary of the purchase date. Interest is taxable and is paid 
without deduction of tax at source The rate can be varied at six 
weeks notice Repayments may be made at three months notice

Table 3.11
Tax instruments

C e r t i f i c a t e s  of t a x  d e p o s i t .  These 
certificates were introduced in October 1975 and are 
available to taxpayers generally. Minimum deposits 
of £2,000 are accepted by the Inland Revenue and, 
until further notice, wilt earn interest at varying rates 
when applied to payment of income tax (other than 
PAYE tax and amounts deducted from payments to 
sub-contractors), corporation tax (including advance 
corporation tax), capital gains tax, capital transfer 
tax/inheritance tax, development land tax, petroleum 
revenue tax, advance petroleum revenue tax, 
petroleum royalty and the gas levy, and at a lower 
rate when withdrawn for cash. A new prospectus 
(Series 6) was introduced in October 1982. Under 
this series interest rates are set according to both 
the size of a deposit and the length of time for which 
it is held. Interest rates of existing deposits are 
revised annually. The interest is paid gross and is 
taxable. Table 13.6 gives details of the interest rates.

For deposits held under earlier prospectuses 
which were surrendered in payment of a scheduled 
liability, a bonus was at times payable after six 
months in addition to the basic rate and a 
supplement was at times payable for the initial 
period of the deposit. The rates of interest paid 
were revised on each second anniversary.

The analysis by sector shows net transactions in 
certificates as identified in the financial accounts. 
The central government's transactions are the net 
payments to the National Loans Fund (with sign 
reversed) —  the differences between these figures 
and net issues as recorded by the Inland Revenue are 
due to items in transit. From second quarter 1978 
figures are included for public corporations and are 
based on transactions identified from returns from 
certain nationalised industries supplemented by data 
from Inland Revenue. Figures for the monetary 
sector are derived from the banking statistics, those 
for other financial institutions are mainly from 
building societies' accounts, and those for industrial 
and commercial companies are the residual item. 
Personal sector transactions are net issues of 
personal certificates as shown in the Inland Revenue 
accounts in the upper half of the table, adjusted for 
items in transit.

The estimates of holdings by sector included in 
this table are derived from the financial transactions
figures.

Prior to 6 October 1975 tax instruments consisted

(
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of t a x  r e s e r v e  c e r t  i f i c a t e s  and t a x  d e p o s i t  
a c c o u n t s .  To present the maximum information 
available, via the Central Database, series codes 
ACRK to ACRS inclusive, ascribed to c e r t  i f i c a t e s  
o f  t a x  d e p o s i t  have been utilised for an analysis of 
tax reserve certificates between first quarter 1963 
and first quarter 1975. From 1963, series ACRU 
contains the total redemptions of tax reserve 
certificates and tax deposit accounts. At end-1980  
the level outstanding of the former was £1.1 million 
and the amount in respect of the deposit accounts 
was zero. Since then only very small amounts of tax 
reserve certificates have been redeemed in any time 
period.

Table 3.12
Central government funds and 
accounts: transactions

These tables record receipts and payments on the 
Consolidated Fund and the National Loans Fund and 
changes in balances on some other central 
government funds and accounts e.g. the National 
Insurance Fund. The net result is the amount the 
central government needs to borrow i.e. the c e n t r a l  
g o v e r n m e n t  b o r r o w i n g  r e q u i r e m e n t  {CGBRMnet 
balance). The material is analysed according to 
government accounting arrangements and may be 
contrasted with the analysis in tables 3.1 to 3.3 
which is by economic category and in table 3.4 
which shows the financing of the CGBR . Figures in 
table 3.12 are given for calendar months as we 
for the normal periods of financial years and 
calendar years and quarters.

The basis and manner of operation of the 
Consolidated Fund is governed by the Exchequer and 
Audit Departments Act 1866 (as amended by the 
National Loans Act 1968) which provides that gross 
tax revenue { l e s s  repayments) and all other public 
monies payable to the Exchequer shall be paid into 
The Account of Her Majesty's Exchequer'. The 
Consolidated Fund is at any point of time the amount 
standing to the credit of this Exchequer Account 
which is held at the Bank of England.

The National Loans Act 1968 provides that all 
money raised by the creation of debt is payable into 
the National Loans Fund together with receipts 
representing repayments of loans made from the 
Fund and interest on those loans. The majority of 
central government lending is made from the 
National Loans Fund which is thus the channel
through which pass all the central government's 
borrowing transactions and most of it's domestic 
lending transactions. (Loans charged on votes 
continue to be met from the Consolidated Fund).

Consolidated Fund
Revenue

I n l a n d  R e v e n u e .  Receipts of income tax, 
surtax, corporation tax, capital gains tax, 
development land tax, estate duty, capital transfer 
tax, stamp duties and petroleum revenue tax, details 
in table 3.13.

C u s t o m s  a n d  E x c i s e .  Receipts of duties on 
beer, wines, cider, perry and spirits, tobacco, betting 
and gaming, hydrocarbon oils, customs duties, value 
added tax, car tax etc., details in table 3.14.

47

I n t e r e s t  a n d  d i v i d e n d s .  This includes 
receipts on loans issued from central government 
votes; dividends on public dividend capital of public 
corporations and trading funds, plus a miscellany of 
small receipts.

O t h e r  r e c e i p t s .  The largest item is
miscellaneous revenue on supply votes. Other 
sources of receipts included here are from the 
European Community, and some of the proceeds of 
special asset sales (see notes to table 2.4).

Expenditure
The major item is advances to central 

government departments to meet their requirements 
arising from monies voted by Parliament { s u p p l y  

s e r v  i ces).
D e b t  i n t e r e s t  (under st a n d i  n g  s e r v i c e s )  is 

the extent to which the Consolidated Fund has had to 
be used in order to service the National Debt after 
the receipts of interest etc. accruing to the National 
Loans Fund have been exhausted. The principal of 
the interest on government stock is a charge on the 
National Loans Fund, with recourse to the 
Consolidated Fund.

S u r p l u s  o r  d e f i c i t  
F u n d .  The Consolidated 
balance each

of t h e  C o n s o l i d a t e d  

Fund is brought into 
day by a transfer to or from the 

National Loans Fund and this column represents the 
net difference between receipts and payments over 
the period.

National Loans Fund
I n t e r e s t  r e c e i p t s  a n d  p r o f i t s  of n o t e  

i ssue.  These receipts are mainly interest received 
on loans repayable to the National Loans Fund and 
payments representing the net profits of the issue 
department of the Bank of England.

N e t  l e n d i n g  is the net total of lending by, l e s s  

repayment to, the National Loans Fund. Details are 
given in table 3.16

other central government funds and 
accounts

The conventional accounts of the Consolidated 
Fund and National Loans Fund transactions are not in 
a convenient form for the purpose of general 
financial analysis, because transactions are
categorised by types of debt rather than by sources 
of borrowing. Moreover, most of the transactions of 
the central government are with official funds and 
agencies which are themselves engaged in
transactions with the public. For instance, national 
insurance payments and contributions are brought to 
account in the National Insurance Fund, all of whose 
capital is public sector debt. As the balance on this 
fund rises and falls, so the central government's 
indebtedness to the fund is increased or diminished.

In order to arrive at a figure of borrowing by the 
UK central government from the figures given in the 
account of Consolidated Fund and National Loans 
Fund transactions, it is necessary to include changes 
in the central government's net indebtedness to 
these various official funds and agencies. These are 
known collectively as o t h e r  c e n t r a l  g o v e r n m e n t  
funds a n d  a c c o u n t s  (which embraces N o r t h e r n  
I r e l a n d  c e n t r a l  g o v e r n m e n t  debt).  The 
resulting total represents the c e n t r a l  
g o v e r n m e n t ' s  b o r r o w i n g  r e q u i r e m e n t  which is

i; ’ I
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1 essthe amount the government has to borrow 
increase (or plus  decrease) in its holdings of official
reserves and other assets.

National Insurance Fund:  the figures
included here are the net totals of the changes in:

(a) investments by the National Investment and 
Loans Office on behalf of the Fund

Fund's balance with the(b) the 
Paymaster General.

Other National Insurance Fund balances are not 
included in this item. These are mainly sums due 
from or owing to government departments, the Post 
Office and overseas administrations arising out of the 
operation of the National Insurance scheme.

Departmental bala nc e s  and m i s c e l 
laneous.  Among the items included are:

(a) changes in balances on the accounts kept 
by government departments, mainly with 
the Paymaster General;
changes in the interest accrued on national 
savings securities and other items 
administered by the Department for National 
Savings (as recorded in table 3.9);

(c) changes in valuation of assets held by Bank 
of England issue department affecting the 
profits of the note issue;
profits and losses of the Exchange 
Equalisation Account including the profit or 
loss from interest payments on borrowing 
under the exchange cover scheme.

(b)

Timeliness and further references
See notes to table 3.16.

Table 3.13
Inland revenue duties

Net receipt figures for each period are the gross 
amounts of tax collected, as shown in the accounts 
of the department's various collecting offices, less 
repayments accounted for centrally in the same 
period. Figures are given for all main heads of duty: 
the total includes small amounts of various obsolete 
duties. Amounts collected by the Board of Inland 
Revenue on behalf of other departments, chiefly 
national insurance contributions, are excluded.

Remittances are passed to the Consolidated Fund 
daily as the banks pay over the proceeds of cheques 
lodged with them. Differences between the net 
receipts and the payments into the Consolidated 
Fund for a particular period reflect the differences 
between the amounts 'in transit' at the beginning and 
end of the period.

Income tax.  The majority is collected via the 
PAYE system. Tax is deducted by the employer and 
normally paid over to the Inland Revenue in the 
month after the income has been earned. Schedule D 
income tax from the self-employed is due in two
instalments -----  on 1 January and 1 July. The
composite rate tax on interest paid by building 
societies was also due on 1 January up to and 
including the 1985-86 tax year. From 1986-87 it is
mainly due fourteen days after the end of the 3 
month periods ending 31 May, 31 August, 30 
November, and 28/29 February in which the relevant 
interest was paid or credited.) Composite rate was 
extended to banks and other deposit takers from 
1985-86. Tax is normally due fourteen days after the

calendar quarter in which the relevant interest is paid 
or credited. Schedule C tax on interest paid on 
B r i t i s h  government s e c u ri t i e s  is paid over 
directly the Bank of England, normally when the 
interest is paid. Regular monthly repayments are 
made to mortgage lenders under the MIRAS scheme, 
and to life offices under the Premium Relief by 
Deduction Scheme.

S u r t a x  was abolished in 1973, when the unified 
system of income tax was introduced.

C o r p o r a t i o n  tax  was introduced in 1965 (prior 
to this date companies were liable to income tax  on 
their profits).

A d vance c o r p o r a t i o n  tax  (ACT) Is payable by 
the company on any qualifying distribution of profits 
(normally a dividend). The ACT rate is equivalent to 
the basic rate of income tax and serves as a tax 
credit to the shareholders. It is due 14 days after the 
end of the quarter in which the distribution was 
made. Thus most ACT is paid on or around 
14 January, 14 April, 14 July and 14 October.

Mai nst ream c o r p o r a t i o n  tax  is payable nine 
months after the end of the company's accounting 
period or within one month of the issue of an 
assessment, whichever is the later. However, 
companies which have been carrying on the same 
trade since before April 1965 keep the due date of 
1 January in the year following the financial year in 
which their accounting periods end. Hence a large 
proportion of corporat ion tax  is due to be paid on 
1 January each year.

Capital gains tax. Capital gains realised on 
the disposal of assets by individuals and trustees are 
charged to capital gains tax. (Realised capital 
gains of companies are charged to corporation 
tax.) Tax in respect of gains accruing in any tax 
year is payable on 1 December following the end of 
that year, or one month after the date of assessment, 
whichever is the later.

Development land tax  was introduced by the 
Development Land Tax Act 1975, and abolished by 
Finance Act 1985.

Estate d u t y  was replaced by capital 
transfer tax  in 1975.

Capital transfer tax  was imposed by the 
Finance Act 1975 as a successor to estate duty, it is 
levied on assets transferred by way of gift or death. 
Most of the tax arises on transfers on death, and CTT 
is normally payable before a grant of probate is 
made. The Finance Act 1986 abolished the tax on 
most lifetime gifts which took place more than seven 
years before death. The remaining tax on transfers 
on death, transfers in the seven years before death 
and on assets in trust was renamed inheritance
t a x .

Stamp duties  are charged on various 
documents, including many used in legal and 
commercial practice. The bulk of receipts from:

(i) sales and gifts: mainly conveyances of land,
and buildings

(ii) transfers of stocks and shares
(iii) grants of new leases on land, buildings and

other property.
(iv) capital duty: an 'ad valorem' duty at 1%, 

imposed in accordance with EC directives, 
on the raising of capital by companies

(v) life insurance policies.

From 1974 to 1984, the rate of duty on land and 
shares was generally 2%, subject to reduced rates
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below certain limits for transfers other than shares. 
From March 1984, the rate was reduced to 1%, 
subject to a nil rate up to £30,000 for transfers other 
than shares. The rate of stamp duty on share 
transactions was reduced from 1 per cent to 0.5 per 
cent from the end of October 1986.

P e t r o l e u m  r e v e n u e  tax  and su p p / em en rary  
p e t r o l e u m  duty.  PRT is charged on profits arising 
in six-month chargeable periods (January to June 
and July to December). The charge, currently 75%. 
is on the landed value of oil and gas less  royalties, 
expenses incurred in exploration and production, and 
various other reliefs. PRT is charged on each field 
separately and, in general, a company cannot defer 
paying tax on the profits of one field by off-setting  
the development costs of another field. 
S u p p l e m e n t a r y  p e t r o l e u m  d u t y  (SPD) was 
charged from 1 January 1981 until 31 December 
1982 when it was replaced by a d v a n c e  p e t r o l e u m  
r e venue tax  (APRT) which was itself phased out by 
the end of 1986.

The nature of the regime for oil taxation and the 
timing of the various payments has changed several 
times since its introduction in 1975.

har ri ndino n 1 PRT
assessed was payable four months after the end of the chargeable
period <CP). i e. on 1 November and 1 May

For all subsequent CP's, the participators in each field submitted 
returns and made payments on account two months after the end of 
the CP. and any difference between the payments and assessed tax 
was paid or repaid within six months of the end of the CP or, if later, 
thirty days after the date of issue of the notice of assessment.

ri from 1 July f V. m
PRT was payable two months after the end of the CP, 

usually paid on t September and 1 March, when the return tor the CP 
was made by the company

n rom 1 nuarv 1981 <1981 II to 31 December 
PRT was payable as before, but in addition an advance 

payment of 15% of the liability for the CP just ended, or the previous 
CP if greater, was payable This was treated as an early payment of 
the PRT for the next CP. and offset against the next PRT payment. 
SPD was also introduced from 1 January 1981 The SPD payable for 
1981 I was paid on 1 September 1961. but subsequent payments were 
based on an instalment system In each of the third to seventh 
months after the end of the CP. payments usually made on the first 
day of the following month, 20% of the SPD liability for that CP was 
paid as an instalment against the SPD liability of the next CP- In the 
following month, a balancing payment or repayment was made.

rqeable periods from 1 January 1983. The Finance Act 1982 
introduced APRT, and smoothing for PRT payments, with transitional 
provisions for payments made in 1983/84

PRT for 1982 II was payable on 1 March 1983. The 15% 
instalment was also made on that date In each of the months April 
to August 1983, a further instalment of APRT was paid, based on 20% 
of the 1982 II SPD liability. These six instalments were deemed to be 
instalments of APRT for 1983 t A balancing payment or repayment 
was due on 1 September 1983 The net amount of PRT payable for 
1983 I was defined to be the PRT payable less the larger of APRT for 
1983 I and the 15% instalment paid on 1 March plus the five 
instalments based on SPD for 1982 II It was paid in five equal 
amounts from 1 September 1983 to 1 January 1984. Starting with 
1983 II, a new system of Instalments for APRT/PRT was introduced 
Each of the Instalments in September 1983 to February 1984 were 
one-eighth of the sum of the APRT payable and the PRT payable after 
APRT credit payments for 1983 1. These instalments are deemed to be 
advance payments for 1983 II Returns for that period were submitted 
on 1 March 1984 and any balance was then payable or repayable A 
similar procedure applied for payments in the period March 1984 to 
February 1985 for chargeable periods 1984 I and 1984 II From March 
1985. the instalments are calculated in a slightly different way ~  as 
one-eighth of the PRT payable before APRT credit in the previous CP

Timeliness
Receipts of Inland Revenue duties at the 

Department's two Accounts Offices and various local 
offices throughout the country are balanced each day 
and the totals for each duty are reported weekly to 
the Department's Finance Division for aggregation 
and reconciliation with the proceeds of cleared 
remittances, etc. Net receipt figures, i.e. after 
addition of amounts received centrally and deduction 
of repayments, are then produced weekly. The 
monthly figures appearing in table 3.13 are based on 
the weekly net receipts, and up to 1986/87 were  
adjusted as necessary when the end of the week and 
the end of the month did not coincide. From Apri 
1987, the two Accounts Offices also report monthly 
figures and such adjustments are made to local 
offices figures only.

Further references
Detailed notes about the individual taxes may be 

found in Inland Revenue Statistics, which also 
contains annual figures of receipts back to 1908/09  
(table 1.1) and a breakdown of Income Tax receipts 
(table 1.2).

Table 3.14
Customs and excise duties
General definitions and method of 
compilation

The figures show the aggregate amounts of duty 
collected and brought into the department's accounts 
in the period less  drawbacks and other 
repayments. The difference between the net 
receipts and payments into the Consolidated Fund is 
due to differences between balances. The balances 
consist of:

working balances held by collectors 
remittances in transit 
advances out of 
expenditure under 
Exchequer and Audit 
Section 10.

revenue 
authority 

Department Act

meet
the

1866,

V a l u e  a d d e d  t a x  (VAT). Persons registered for 
tax return at intervals,VAT are required to make a 

generally quarterly. The quarterly tax periods are 
staggered in order to spread the flow of returns and 
revenue more evenly over the year. Thus one group 
has tax periods January to March, April to June etc, a 
second group has tax periods February to April etc, 
and a third group has tax periods March to May etc.

The VAT due is payable not later than one month 
after the end of the period. A taxable person who 
expects his input tax to exceed his output tax 
regularly (ie who will be claiming net refunds from  
the Department) may opt for monthly tax periods.

VAT is chargeable on imported goods, and must 
be paid either at the time of importation or, under 
deferred payment arrangements similar to those 
operation for customs duties, by direct debit 
average of one one month after importation.

More detailed information about VAT can 
found in N o t i c e  7 0 0 :  T h e  V A T  G u i d e ,  a copy 
which can be obtained from any local VAT office.

C a r  t a x .  Most traders registered for car tax
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have tax periods March to May, June to August etc, 
and the tax is due not later than one month after the
end of the tax period.

Excise duties  are charged on hydrocarbon oil,
alcoholic drinks, matches and

applied alike to

duties on

under this

tobacco products, 
mechanical lighters. They are 
home-produced and imported goods.

Alcoholic drinks.  The excise 
home-produced beer, wine, made-wine, cider and 
perry are collected one month in arrears. From 
1 October 1982 provisions came into effect 
permitting deferred payment of excise duty for a 
similar period on beer, made-wine and cider and 
perry imported from other European Community 
countries. This facility was extended to all spirits 
and wine payments from 15 February 1983 and to 
third country imports of beer, m ade-wine and cider 
and perry from 15 September 1983. Accordingly, 
changes in duty rates etc. are not fully reflected in 
receipts until after the month in which they became 
effective.

Tobacco products.  The excise duty on tobacco 
is charged on the finished product and is collected a 
month in arrear.

B e tting and gaming.  Receipts 
heading are collected from the following:

la) general betting duty 
pool betting duty 
gaming licence duty 
gaming machine licence duty, and 
bingo duty

only items (a), (b) and (d) apply in Northern Ireland.
H y d r o c a r b o n  oils  are receipts from excise 

duties on petrol and derv, i.e. road fuels; and on other 
chargeable oils e.g. fuel oil. From 15 October 1985 
provision came into effect permitting deferred 
payment of excise duty for hydrocarbon oils cleared 
from warehouse. Clearances ex-ship are not eligible 
for these arrangements. As with other deferred 
duties, changes in duty rates etc are not fully 
reflected in receipts until after the month in which 
they become effective.

Customs duties:  these are charged under 
Section 5 of the European Communities Act 1972. For
convenience, anti-dumping and other duties -----
excluding agricultural levies (see below) — charged 
under directly applicable Community Instruments, are 
included in this heading, e.g. certain generalised 
system of preference duties and compensatory levy.

Importers and their agents are allowed a 30 day 
deferment of payment of certain duties, of which the 
major item is customs duty.

Agricultural levies  are charged on a wide 
range of basic and processed agricultural products 
imported from outside the European Community. 
Positive Monetary Compensatory Amounts (MCAs) 
adjust for the variation between the value of the 
pound sterling at the spot rate and at the (green) rate 
fixed under the Common Agricultural Policy. Positive 
MCAs apply in addition to agricultural levies when 
the spot rate exceeds the green rate; and these 
amounts are paid to the Intervention Board for 
Agricultural Produce (IBAP). Regulations have 
permitted Customs and Excise to make payments 
since October 1980 direct to IBAP instead of 
payments being made over by 
hence from that date have been 
table.

the Treasury, and 
excluded from this

certain taxes which enter directly or indirectly into 
shipbuilding costs and is payable on delivery of a 
ship. The amount shown in the table is the total 
payment made in the month less  the contribution 
due from the Department of Transport in respect of 
the motor vehicle licence duty element in the original 
payments.

Other.  This heading consists of receipts of duty 
on matches and mechanical lighters, petrol 
substitutes, and receipts from excise licences.

Timeliness
Payments of VAT  and car tax  are made directly 

to central units. Revenue from other customs and 
excise duties Is collected and accounted for centrally, 
often by direct debit, or at collectors' offices 
throughout the country with daily balances notified 
to the central accounting officer at headquarters. 
Monthly figures are usually published in provisional 
form in the issue following that of the month to 
which they relate. Final figures are normally 
published in the following month, after audit and 
adjustment for incorrect and late data.

Further references
A monthly detailed analysis of duty receipts from 

betting and gaming is published on subscription from 
a distributing agent authorised by HM Customs and 
Excise. The address is as follows: Business Trade 
Statistics Ltd., Lancaster House, More Lane, Esher, 
Surrey KT10 SAP. (Telephone: 0372 63121).

The most detailed analyses of the Department's 
financial year receipts, and the commodities and 
activities to which they relate, are published in the 
annual Reports of the Commissioners of HM 
Customs and Excise.

Shipbuilders' relief  is 
Section 2 of the Finance Act 1966.

authorised under 
This is a relief of

Table 3.15
Departmental revenue and 
expenditure on supply

Motor vehicle duties: net value of 
licences issued. Gross receipts less  refunds 
from motor vehicle licences and driving licences. The 
figures differ from the amount paid into the 
Consolidated Fund by:

(i) remittances in transit
(ii) payments to HM Customs and Excise in 

respect of the motor vehicle licence duty 
element of export rebates, which are not 
deducted.

royalties, licence fees, etc.: 
These figures cover oil and gas production 

and exploration licences and successful auction bids.
Gas levy: net receipts  comprise cash 

receipts less  refunds from the British Gas 
Corporation and British Gas pic under the Gas Levy 
Act 1981. The receipt recorded for the second 
quarter of 1981 relates to gas purchased in 1980/81.

National insurance surcharge:  levied on 
employers along with contributions paid in respect to 
employees by secondary Class 1 contributors. The 
tax base is the same as for national insurance 
contributions. Women paying reduced rate and the 
self-employed are exempt. The surcharge was 
abolished from 1 October 1984 except for local 
authorities where the surcharge remained until 5

Oi 1 
other.
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April 1985.
S u p p l y  s e r v i c e s  are the amounts transferred 

each month from the Consolidated Fund to 
Departments' accounts with the Paymaster General, 
for spending on Supply; s u p p l y  e x p e n d i t u r e  is the 
amount paid out by departments from these 
accounts. Supply expenditure is usually close to the 
total of Supply services for the financial year as a 
whole, but there can be timing differences between 
the two during the year.

W aterways Board, National Bus Company and
Scottish Transport Group.

Loans are also made to other public corporations
including new towns, regional w ater authorities and 
the National Enterprise Board; to trading funds and 
local authorities; to the private sector including 
housing associations and British Nuclear Fuels Ltd; 
and within the central government, e.g. advances to 
the Northern Ireland Government.

Table 3.16
National Loans Fund: net lending

The loans are shown net of repayments. Loans 
to nationalised industries are classified by purpose; 
thus Electricity covers the North of Scotland 
Hydro-Electric Board and the South of Scotland 
Electricity Board, as well as the Electricity Council; 
Aviation covers the British Airports Authority, Civil 
Aviation Authority and British Airways Board, and 
Transport covers British Railways Board, British

Timeliness
The figure in tables 3.12 and 3.16 are published 

in the month following the period to which they 
relate. Some of the figures for o t h e r  c e n t r a l  
g o v e r n m e n t  funds a n d  a c c o u n t s  and the figure 
for the c e n t r a l  g o v e r n m e n t  b o r r o w i n g  

r e q u i r e m e n t  will be provisional. Firm figures for 
these items are published in due course.

Further references
Selected figures are reproduced as table 17.1

M o n t  hi y  D i  g e s t  o f  S t  at i st i cs.
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Section
Local authorities

Local authorities are defined in the national and
accounts as those authorities obliged to 

returns of income and expenditure 
Local Government Acts, Local

financial 
make annua 
under successive 
Government (Scotland) Acts and the District Councils 
of Northern Ireland Acts including residuary bodies 
set up under the Local Government Act 1985. Before 
1 April 1974 the local authority sector included 
bodies in England and Wales with special functions, 
such as water boards, river and drainage authorities 
and harbour boards. Under the Local Government Act 
of 1972 these are no longer within the scope of the 
local authorities sector and have been excluded from 
1 April 1974. From the same date statutory harbour 
boards and harbour authorities (public trust ports) in 
Scotland and Northern Ireland have also been 
excluded. All these functions are now in the public 
corporations sector.

Local authorities borrow in anticipation of 
revenue to smooth their cash flow (limited by statute 
to the amount of outstanding revenue receivable) and 
to finance capital expenditure, from central 
government (almost entirely through the Public 
Works Loan Board (PWLB)), from other domestic 
sectors and from overseas.

Local authorities can borrow only for purposes 
which have been authorised by Acts of Parliament 
and within the limits of loan sanctions issued by 
central government. Foreign borrowing requires
Treasury consent. Under the Local Government Act 
1972, which came into effect on 1 April 1974, local 
authorities are allowed to borrow by means of 
temporary loans, bank overdrafts, foreign currency, 
capital and revenue bills, mortgages, stock issues, 
bonds and through the PWLB.

The tables in this section comprise a current 
account (table 4.1), a capital account (table 4.2), a 
financial account (table 4.3) and several tables (4.4 
to 4.8) analysing various aspects of local authority 
borrowing. Table 4.9 shows local 
investments.

The financial account is also shown in table 1.4 
and figures for the latest quarter in the matrix in 
table 1 .1.

authority

Table 4.1
Current account

Current grants from central government 
comprises mainly the aggregate exchequer grant but 
also grants for specific purposes and repayments of
WAT

R ates are measured as accruals rather than 
payments and are net of rate rebates.

Gross trading surplus  is the balance of 
trading income over operating expenditure before 
allowing for depreciation and interest charges. 
Housing is excluded from this heading and included 
under rent . Rent  is defined in the same way as 
g r o s s  trading surplus  and is therefore not 
equivalent to the rent charged to tenants.

D i v i d e n d s  a n d  i n t e r e s t  includes interest
receipts on loans for house purchase, on invested 
balances and in respect of assets transferred to 
public corporations (such as Regional Water 
Authorities) where the local authority has retained 
the debt. This heading also includes payments by

central government under the exchange cover 
schemes (see the notes to Section 3 on page 40).

Imputed charge for consumption of 
n o n - t r a d i n g  capital:  the provision of
non-trading activities requires the use of capital 
assets. The amortisation of these assets is regarded 
as final (current) c o n s um p t i o n  with an 
equivalent notional receipt.

Final c o n s u m p t i o n  comprises expenditure on 
rate fund services, VAT and the imputed value of 
capital consumption, net of sales and other 
recoupments. Certain elements of expenditure 
representing transfers to other sectors are excluded

treated as subsidies andfrom this heading and 
grants.

Current grants to personal sector 
comprises mainly educational grants and rent rebates 
and allowances including since 1983, payments under 
the housing benefit scheme.

Su b s id i e s  comprises local authority support to 
housing and trading services plus  current transfers 
to passenger transport organisations (which are 
classified as public corporations) and to British Rail.

Debt interest paym en t s  includes payments to 
new town development corporations for assets 
transferred to local authorities where the 
corporations have retained the debt.

Table 4.2
Capital account

Cross dome st i c  fixed capital formation  is 
the capital expenditure of housing, trading and rate 
fund accounts, net of sales of assets (such as sales 
of council housing) and includes VAT. Transfers and 
net lending, to other sectors, are shown separately in 
the capital and financial accounts respectively. 
Capital expenditure charged direct to revenue 
accounts in local authorities' own accounts is 
included here rather than under final
consumpt i on.

Table 4.3
Financial account and balancing
item

notes onBor rowing r e q u i r e m e n t : 
table 4.4.

Accruals adjustment  measures the difference 
for the items identified between the accruals figures 
included in the current and capital accounts and the 
cash flow affecting financial transactions.

Ba l a nc i n g  item  as its name suggests is the 
residual item in the local authority accounts.

S h o r t- t e r m  assets  consist mainly of changes 
in bank deposits and in identified deposits with other 
financial institutions.

Transactions in other financial 
liabilities  comprise compensation in respect of 
repayment of debt associated with the transfer to 
local authorities of some new town corporations' 
assets from 1978.

Transactions in other financial assets
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comprise compensation in respect of repayment of 
debt associated with certain assets transferred from  
local authorities to Regional W ater Authorities, and to 
the National Health Service in 1974.

Method of compilation
The quarterly returns from other sectors are used 

as the sources for estimates of grants and borrowing 
from central government, purchases of public sector 
debt (mainly returns from certain public corporations) 
and short-term  assets (from banks and certain 
returns from other financial institutions). Total net 
borrowing is reported on quarterly returns from the 
local authorities as described in the notes to
tables 4.5 to 4.8.

Final estimates for other components of the 
accounts are based on annual figures published in 
Local G o v e r n m e n t  F i n a n c i a l  S t a t i s t i c s  
( E n g l a n d  and Wales),  and equivalent publications 
for Scotland and Northern Ireland which generally 
become available a year after the period to which 
they relate. Quarterly estimates and provisional 
annual figures are based on sample returns from
local authorities.

Quality of data
Annual estimates are based on accounting 

information and are of good quality. Quarterly 
estimates of capital expenditure which are based on 
returns covering the whole sector are also of good 
quality. Quarterly estimates of final consumption 
(which are based on a sample return of salaries and 
wages), gross trading surplus, rent, subsidies and 
current grants to the personal sector (which are 
mainly interpolations of annual figures) are of rather 
poorer quality.

Timeliness
Figures are published in F i nanc  f a /  St at i st i cs 

three months after the period to which they relate.

Further references
For fuller details of the items in tables 4.1 to 4.3

N a t i o n a l  Ac c o un t s :U n i t e d  K i n g d o m  
S o u r c e s  and Methods,  Chapter X and notes and 
definitions in Uni ted K i n g d o m  Nat i on a / A c count s 
- 'Blue Book'.

Table 4.4
Local authority borrowing 
requirement

This table is in two parts. The first part provides 
a broad summary of local authorities borrowing, 
including the latest monthly data. The monthly data 
in the table are grossed-up estimates based on a 
sample survey of about 183 local authorities 
accounting for about half of the total outstanding 
debt. They are constrained to the quarterly totals 
which are obtained from a survey of all authorities. 
The monthly figures are therefore subject to 
sampling error and are less reliable than the 
quarterly figures.

The second part shows how the local 
authori ty borrowi ng r e q u i r e m e n t  is financed by 
sector and the local authorities' contribution to the

publ i c s e c t o r  borrowi ng requi rement.
The analysis in this part is on a different basis 

from the first part and tables 4.5 to 4.9 which are 
largely derived from returns from the local 
authorities themselves. The quarterly data are based 
mainly on counterpart reporting by other sectors 
because local authorities cannot analyse their 
marketable debt by sector of holder. (In general, 
local authorities can identify accurately only holders 
of non-marketable debt and then only where the 
loans are direct, i.e. not made through banks or 
institutions acting as agents or through nominees.) 
The total for the quarterly data in this part is, 
however, derived from local authority returns, as are 
the figures for industrial and commercial companies, 
the figures for the personal sector being obtained by 
residual (and therefore including the take-up of debt 
by the other sectors through agents and nominees).

It is the sector analysis in this table which is 
consistent with the financial accounts in Section 1.

In the second part of the table:
B o r r o w i n g  r e q u i r e m e n t  comprises direct 

borrowing from central government p l u s  total 
borrowing from other sources less  transactions in 
short term assets and in other public sector debt.

D i r e c t  b o r r o w i n g  f r o m  central g o v e r n m e n t
comprises net advances from:

(a) the Public Works Loan Board
(b) the Northern Ireland Government Loans

Board
(c) certain government departments, mainly for 

the financing of tunnels and bridges.
Figures are based on returns by the above bodies.
O t h e r  b o r r o w i n g  comprises all borrowing other 

than directly from central government. The major
components are described below.

O t h e r  p u b l i c  s e c t o r  comprises payments 
under the exchange cover scheme (see notes to 
table 3.4), local authority debt taken-up by the issue 
department of the Bank of England and, from the 
second quarter of 1975, by the National Insurance 
Fund; and borrowing from public corporations 
identified on the returns made by local authorities. 
The payment of claims under the exchange cover 
scheme is shown separately (see notes to Section 3 
for a description of the exchange cover scheme).

M o n e t a r y  s e c t o r  comprises advances and loans 
by banks and their take-up of local authority bills and 
securities. The figures are based upon returns 
provided by the monetary sector.

O t h e r  f ;n a n c 7 'a / i nst i tut i ons : figures are 
obtained from returns by the financial institutions.

1ndust ri al a n d  c o m m e r c i a l  c o m p a n i e s :  the 
figures are based upon returns from local authorities.

Personal s e c t o r  is the residual item in the 
table.

O v e r s e a s  sector:  the figures are as estimated
in the balance of payments accounts.

Total b o r r o w i n g  comprises direct  
b o r r o w i n g  from central g o v e r n m e n t  plus o t h e r  
borrowing.  It is obtained from returns by local 
authorities and corresponds to the figure for total 
borrowing in table 4.5.

T r a n s a c t i o n s  in s h o r t - t e r m  assets
comprises lines 14.2 (other public sector financing: 
short-term  assets) and 21 (deposits with banks) in 
the financial transactions matrix. Figures are 
obtained from returns by financial institutions.

T r a nsact i ons in o t h e r  p u b l i c  s e c t o r  debt 
comprises lines 7 (treasury bills), 8 (British
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government securities), 9 (national savings) and 20.2 
(public corporations debt) in the financial 
transactions matrix. The figures are obtained from
returns by local authorities.

C o n t r i b u t  i o n  t o  p u b l i c  s e c t o r  b o r r o w i n g
r e q u i r e m e n t  comprises borrowing other than direct 
from central government, l e s s  transactions in short 
term assets and in other public sector debt. 
Equivalently it is equal to the borrowing requirement 
l e s s  direct borrowing from central government.

Timeliness
The quarterly data are published about eight 

weeks after the end of the quarter, i.e. the data for 
the March quarter appear in the May issue of 
Financial Statistics.

The monthly totals are published about twelve 
working days after the end of the month, first in the 
public sector b o r r o w i n g  requirement  press 
notice, and then in either table 2.5 or table S30.

Tables 4.5 to 4.8 
Local authority borrowing

The tables give details of local authority 
borrowing for capital and revenue purposes from all 
sources outside the local authority sector, including 
borrowing from authorities' own pension funds, 
which are classified as other financial institutions in 
the financial accounts. As explained earlier, these 
tables differ from table 4.4 in that they are based on 
returns from local authorities whereas table 4.4 is 
mainly based on data provided by other sectors. The 
figures exclude borrowing identified by a local 
authority as being from another local authority. No 
allowance is made for the possible take-up of one 
local authority's listed securities or negotiable bonds 
by another authority.

The quarterly survey on which the tables are 
based is a voluntary one covering all local authorities 
in the United Kingdom.

The survey was initiated by the Central Statistical 
Office but has been administered from March 1977 
by the Department of the Environment. Response to 
this survey covers over 95% of local au t h or i t y 
debt  and estimates for non-respondents are 
included based on outstanding debt.

Where more complete or more reliable
information is available on particular aspects of 
borrowing from other sources, e.g. PWLB, such 
information is used instead of that reported in the 
survey.

For discussion of pre-reorganisation figures 
the first edition of Expl a n atory Handbook  .

Net b o r r o w i n g  refers to gross borrowing / 
repayments and is divided into temporary (table 4.6) 
and longer-term borrowing (table 4.7).

Temporary b o r r o w i n g  covers all loans 
repayable within one year of their inception (other 
than under a stress clause or on the death of the 
lender), including mortgages repayable by invoking a 
break clause. Longer-term debt with a residual 
maturity of less than one year is not included here 
but under longer-term borrowing.

Tables 4.5 to 4.7 show the outstanding debt for 
the latest few years. For longer term debt the 
estimates are based on changes since a benchmark 
survey in December 1981. Table 4.8 shows separate

adjustment of total borrowing, in 
constrained to financial years as in

borrowing details for England, Wales and Scotland. 
These were formerly published as a supplementary 
table in the February, May, August and November 
issues.

Seasonal 
table 4.5, is 
table 2.5.

Revenue bills,  usually for three months, are 
those authorised by the Bank of England.

Negot i abl e bonds  are issued through a bank, 
discount house, issuing house or broker. 
'Over-the-counter' bonds are included under the 
heading personal sector.

Public Works Loan Board bo r r ow i n g  forms 
part of direct bo r r ow i n g  from central 
government  in table 4.4.

Central government  comprises borrowing from 
central government sources other than the PWLB; it 
includes the take-up of debt by such sources as the 
National Debt Commissioners and the National 
Insurance Fund.

Public c o r p o r a t i o n s  are defined in the notes 
to Section 5. They include nationalised industries, 
regional water authorities and passenger transport 
executives.

The m o n e t a r y  sector, building societies. 
and other financial institutions  are as 
defined under the notes to Sections 6 and 7.

Industrial and commerci al 
include co-operative societies.

Persons  include non-collecting friendly 
societies, trade unions, charities, churches, 
universities and clubs, as well as individuals. 
'Over-the-counter' bonds are assumed to be held 
entirely by persons.

Direct b o r r o w i n g  from abroad  comprises 
loans from an overseas address or in the name of a 
person, company or other body with an overseas 
address. This includes borrowing in foreign currency 
or sterling in overseas markets. Amounts repaid by 
central government under the exchange cover 
scheme are not included.

Other  includes borrowing from bank nominees 
where the original lender is unknown to the local 
authority, and unlisted investment trusts.

companies

Timeliness
Data for the March, June, September and 

December quarters are published in the May, August, 
November and February issues respectively. 
Summary figures are included as a table in the 
p u b l i c  s e c t o r  b o r r o w i n g  r e q u i r e m e n t  press 
notice, published monthly.

Outstanding debt
Details of outstanding debt from 1973 for capital 

purposes are published in Annual Abstract of 
St at i st i cs. table 16.13 (1986).

A residual maturity analysis of outstanding debt 
as at 31 March each year (derived from an annual 
survey conducted by the Department of the 
Environment and the Chartered Institute of Public 
Finance and Accountancy) is published periodically as 
supplementary table SIO. Issues of Financial 
St a t  i S t  i cs  in which they appeared were:
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Data for
31 March FS issue

1975 .................................................  May 1977
1 9 7 6  .................................................................... May 1 9 7 7

1977 .................................................  December 1977
1978 .................................................  January 1979
1979 .................................................  January 1980
1 9 8 0  .................................................................... January 1 9 8 1

1981 .................................................  February 1982
1982 .................................................  February 1983
1983 ................................................  November 1983
1984 .................................................  December 1984
1985 ................................................  December 1985
1986 .................................................  March 1987

The data for 31 March 1987 are expected to be 
published in early 1988.

Table 4.9
investments

This table gives details of local authority lending, 
broken down into lending to banks, other short-term  
assets, and longer term investments. This 
information has been collected since April 1979 on 
the same return as the borrowing survey referred to 
in the previous section. The figures are used to help 
compile the financial accounts of local authorities 
(tables 1.1, 1.4 and 4.3) and the national and sector 
balance sheets. The figures for investments in short 
term assets are included in the calculation of the 
local authority borrowing requirement; see table 2.5.

Alternative estimates of bank deposits are 
available from the monetary sector. The latter 
source is used in the financial accounts and the local 
authority borrowing requirement.
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Section
Public corporations

Public corporations as defined in the national 
accounts are public trading bodies, including the 
nationalised industries, which have a substantial 
degree of financial independence from the public 
authority (central or local government) which created 
them, including the powers to borrow and to 
maintain reserves. They are publicly controlled to 
the extent that the public authority appoints the 
whole or the majority of the board of management 
and that their borrowing is subject to limits laid 
down by Parliament.

There is a slight inconsistency in the public 
corporations accounts arising from the treatment of 
the Banking Department of the Bank of of England 
and the Girobank. For these two organistaions, their 
financial transactions are included in the monetary 
sector but their current and capital transactions form 
part of the appropriation and capital accounts of 
public corporations. The issue Department of the 
Bank of England is included in the central 
government sector.

A list of the bodies comprising the public 
corporations sector is published in U n i t e d  K i ngdom 
National Accounts  and in the CSO booklet Sector
classi f i cat i on for the National Accounts.

Table 5.1
Appropriation account

This table shows how the income of public 
corporations is made up and how it is allocated 
between interest and dividends etc., taxes on income 
and savings. The presentation is in the same form 
as the public corporations appropriation accounts in 
U n i t e d  K i n g d o m  National Accounts —  The CSO 
Blue Book', and in the quarterly national income 
article in Economic Trends.

The total gross trading surplus,  with rent, 
is the balance on operating account; it is calculated 
before making any charge for depreciation, stock 
appreciation, interest or taxation.

Subsidies  mainly comprise grants by central 
government and local authorities to cover revenue 
deficits of the nationalised transport undertakings 
and government assistance to the coal industry. 
Central government payments to New Town 
Development Corporations and other corporations 
concerned with housing are shown separately as 
rent subs i di es.

Payments of interest and di v i de n d s  include 
interest payments on foreign currency borrowing 
under the exchange cover scheme valued at market 
exchange rates; the difference between these 
amounts and the sterling cost to public corporations 
is borne by central government and is included as a 
receipt of interest under rent and non-trading 
i n c o m e .

Payments of interest and di v i de n d s  to 
general government  are shown separately and 
include the interest payments by water authorities to 
local authorities in respect of transferred assets and 
the charges paid by public corporations to central 
government for exchange cover guarantees. Also 
included are royalties and licence fees from 
oi 1 and gas p r o d uc t i o n  paid by BNOC/Britoil until 
November 1982, and British Gas Corporation/

Enterprise Oil (the latter until August 1984) to central 
government. They are shown separately in the Blue 
Book.

P a y m e n t s  of UK taxes on income  comprises 
corporation tax, and, until mid-1984, petroleum 
revenue tax and supplementary petroleum duty paid 
by BNOC, the British Gas Corporation, and Enterprise 
Oil.

The balance on this account, undistributed 
income.  is calculated before providing 
depreciation and stock appreciation.

Table 5.2
Capital account

This table shows public corporations transactions 
on capital account, the balance being the f i nanc i al 
surplus or deficit.

The table follows the form of, but is less detailed 
than, the corresponding presentation in the Blue 
Book.

R e c e i p t s  comprise u n d i s t r i b u t e d  income 
brought forward from the appropriation account and
capital t r a n s f e r s .

Capital transfers.  The main transfers from 
central government cover investment grants, regional 
development grants, grants to rail and road 
undertakings, water supply and sewerage grants, 
grants for site development and factory construction, 
grants to development agencies and corporations 
and notional amounts of development land tax. Local 
authority grants are made in connection with local 
transport facilities. Transfers from the private sector 
are mainly contributions by consumers to the cost of 
connecting consumers' premises to the gas and 
electricity supplies.

E x p e n d i t u r e  comprises gross domestic fixed 
capital formation, increase in book value of stocks 
and work in progress, capital transfers to other 
sectors and taxes on capital.

Cross domestic fixed capital formation 
comprises expenditure within the United Kingdom on 
the replacement of, and additions and improvements 
to, fixed assets less  the proceeds from the sale of 
fixed assets.

Increase in book value of stocks and work
in prog re s s  includes stock appreciation as well as 
the value of the physical increase in stocks.

Capital transfers to other sectors 
consists of payments in respect of capital work 
undertaken on behalf of local authorities and grants
to the private sector.

Taxes on capital  was formerly included under 
the previous item. Taxes consist of payments of 
development land tax, payments by the Girobank of 
the special tax on banking deposits levied in 1981/82, 
and capital gains tax paid by British Gas in 1985/86 
arising from the sale of Wytch Farm Oilfield.
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Table 5.3 
Financial account

This table shows how the financial s u rplus 
or deficit  of public corporations (carried over from  
the capital account in table 5.2) is financed. The 
entries are grouped into transactions in financial 
liabilities and transactions in financial assets. This 
amounts to a re-presentation of the figures in 
table 1.5 and, for the latest quarter, in column 3 of 
table 1.1. The presentation is in fairly broad terms; 
the detailed financing of the corporations borrowing 
requirement, for example, is held over for 
presentation in table 5.4.

Transactions in financial liabilities (net)
A c c r u a l s  a d i u s t m e n t s .  The differencea d J u s t m e n t  s .

between accruals of income tax on wages and 
salaries, purchase tax, selective employment tax, 
national insurance, national insurance surcharge, etc.

value added tax (the basis on 
are entered in the appropriation 

account or implied from the operating account) and
the corresponding cash payments.

B o r r o w i n g  r e q u i r e m e n t :  see notes to
table 5.4.

Trade c r e d i t o r s  etc  comprises changes in 
trade credit received by nationalised industries, and 
advances received by British Aerospace (from 1977 to 
1980), British Shipbuilders, and the Royal Ordnance 
Factories (now Royal Ordnance pic) up to April 1987, 
in connection with future work; and changes in 
amounts held by the Crown Agents as prefunding for 
the supply of goods and services overseas. The 
transactions by the British National Oil Corporation in 
connection with the Corporation's advance sales of 
oil in 1980 and 1981 and compensation payments 
relating to the transfer of fixed assets to Regional 
W ater Authorities from local authorities in 1974 are 
also included here.

contributions and 
which these items

Transactions in financial assets (net)
A c c r u a l s  a d j u s t m e n t s .  The difference 

between accruals of local authorities rates and of 
subsidies (the basis on which these items are 
entered in the appropriation account or implied from  
the operating account) and the corresponding cash 
payments or receipts.

L e nding to p r i v a t e  s e c t o r  comprises mainly 
loans {less  repayments) by the British Technology 
Group to subsidiaries and other companies.

L e nding and i nvestment o v e r s e a s  includes 
net lending and investment by the Commonwealth 
Development Corporation together with investment 
overseas by other public corporations.

T r a n s a c t i o n s  in c o m p a n y  s e c u r i t i e s  
comprises cash expenditure on acquisition of 
subsidiaries, trade investments and marketable 
company securities less  receipts from the sale of 
these assets. The figures include the sale to central 
government by the National Enterprise Board of 
shares in Rolls Royce (£234 million in third quarter 
1980) and British Leyland (£1,228 million in first 
quarter 1981).

Trade D e b t o r s  comprise changes in trade credit 
extended by nationalised industries and advance 
payments for goods and services, other than imports.

O t h e r  assets  comprises credit e x t e n d e d  by 
retai lers  (gas and electricity showrooms), advance

and progress payments on imports and, in 1980 and 
1981, transactions in connection with advance 
payments on BNOC oil, and compensation payments 
arising from the transfer of fixed assets to local 
authorities from New Town Corporations (see notes 
to table 4.3).

Balancing item
This is the difference between the financial 

s u r p l u s  or d e f i c i t  and total financial  
transactions.  It represents the net sum of all the 
errors in the identified items recorded in the 
appropriation, capital and financial accounts.

Write offs
Transactions arising from writing off debt of 

public corporations are not included in tables 5.2 and 
5.3 since they do not represent actual flows of funds; 
they would be reflected in a balance sheet table. 
These transactions are recorded as a memorandum  
item to the public corporations financial account in 
the Blue Book.

Table 5.4
Financing of the public corporations 
borrowing requirement

This table shows how the p u b l i c  
c o r p o r a t i o n s  b o r r o w i n g  r e q u i r e m e n t  is 
financed by sector and the public corporations' 
contribution to the p u b l i c  s e c t o r  b o r r o w i n g  
r e q u i r e m e n t ,

B o r r o w i n g  r e q u i r e m e n t  comprises direct 
borrowing from central government p l u s  total 
borrowing from other sources less  transactions in 
short-term  assets and in other public sector debt.

D i r e c t  b o r r o w i n g  f r o m  c e ntral g o v e r n m e n t  
comprises net loans from central government plus 
increases in public dividend capital (see notes to 
table 3.3).

The figures for p u b l i c  d i v i d e n d  capital 
include redemptions by the National Enterprise Board 
of £234 million in third quarter 1980 (when central 
government bought shares in Rolls Royce from them  
for the same amount), and £1,228 million in first 
quarter 1981 (when central government bought 
shares in British Leyland from them for that 
amount). They exclude issues to the Girobank which 
are included in the monetary sector.

O t h e r  b o r r o w i n g  comprises all borrowing other 
than directly from central government. The major 
components are described below.

O t h e r  p u b l i c  s e c t o r  b o r r o w i n g  covers 
central government payment of claims under the 
exchange cover scheme (see notes to table 3.4), 
other borrowing from central government (mainly the 
National Investments and Loans Office) and 
borrowing from local authorities.

M o n e t  ary s e c t o r  includes advances, 
commercial bills, market loans, and transactions in 
public corporations sterling securities obtained from 
the returns made by the monetary sector.

N o n ~ b a n k  p r i v a t e  s e c t o r  comprises 
borrowing from other financial institutions, industrial 
and commercial companies (nil in recent years) and 
the personal sector. Longer-term borrowing from 
employees pension funds and temporary borrowing

!
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Public corporations

f ro m  p e n s io n  fu n d s  is in c lu d e d  in b o r r o w in g  f r o m
o th e r  f in a n c ia l  in s t i tu t io n s .

O v e r s e a s  sector  in c lu d e s  s o m e  d ire c t  o v e rs e a s
o ff ic ia l  f in a n c in g  in fo r e ig n  c u r re n c ie s  u n d e r  th e  
e x c h a n g e  c o v e r  s c h e m e  (i.e. o th e r  th a n  v ia  banks)  
a n d  o th e r  n e t  issues a b ro a d ,  b o r r o w in g  a b ro a d  f r o m  
banks etc . n o t  u n d e r  th e  e x c h a n g e  c o v e r  s c h e m e  and  
im p o r t  c re d i t  re c e iv e d  on p u rc h a s e s  o f  a i rc ra f t  f r o m

o verseas .
Total b o r r o w i n g  c o m p r is e s  d i re c t  b o r ro w in g  

f r o m  c e n t ra l  g o v e r n m e n t  p lus  o th e r  b o r ro w in g .
Transact ions in s h o r t - t e r m  assets 

c o m p r is e  d e p o s i ts  w i t h  th e  m o n e t a r y  s e c to r  and  
o th e r  s h o r t - t e r m  assets .

Transactions in other public sector debt 
c o m p r is e s  id e n t i f ie d  t r a n s a c t io n s  by th e  c o rp o ra t io n s  
in T r e a s u r y  bills, Brit ish  g o v e r n m e n t  secu r it ies ,  
c e r t i f ic a te s  o f  ta x  d e p o s i t  a n d  loca l  a u th o r i ty  deb t,  
to g e th e r  w i t h  n e t  d e p o s i ts  w i t h  c e n t r a l  g o v e r n m e n t  
funds . N e t  p u rc h a s e s  by th e  c o rp o ra t io n s  h a v e  a 
p o s it iv e  a n d  n e t  s a le s  a n e g a t iv e  sign.

C o n t r i b u t i o n  to public sector b o r r o w i n g  
c o m p r is e s  b o r r o w in g  o th e r  th a n  d i re c t  f ro m  c e n tra l  
g o v e r n m e n t  less  t r a n s a c t io n s  in s h o r t - t e r m  a ss e ts  
a n d  in o th e r  p u b lic  s e c to r  d eb t .  E q u iv a le n t ly  it is 
eq u a l  to  th e  b o r r o w in g  r e q u i r e m e n t  less  d ire c t  
b o r ro w in g  f r o m  c e n t ra l  g o v e r n m e n t

Method of compilation
T h e  q u a r te r ly  f ig u re s  f o r  ta b le s  5.1 and  5 .2  and  

c e r ta in  o f  th e  i te m s  in ta b le s  5 .3  a n d  5 .4  {trade 
creditors  a n d  d e b t o r s ,  net lending  and  
transactions in c o m p a n y  securities  ) a re  
p r in c ip a l ly  b as e d  on q u a r te r ly  d a ta  f r o m  th e  
n a t io n a l is e d  in d u s tr ie s  and  o th e r  m a jo r  c o rp o ra t io n s ;  
th e  s e r ies  a re  a d ju s te d  in l ine  w i t h  th e  p u b l is h e d  
a n n u a l  a c c o u n ts  o f  e a c h  c o r p o ra t io n  w h e n  th e s e  
b e c o m e  a v a i la b le  (see  U n i t e d  K i n g d o m  National 
Accounts Statistics: Sources and  M e t h o d s ,  
p a g e  110).  For t ra n s a c t io n s  w i t h  c e n t ra l  g o v e r n m e n t  
( in te re s t  p a y m e n ts ,  c a p i ta l  g ra n ts  and loans)  
g o v e r n m e n t  a c c o u n t in g  f ig u re s  a re  used; e s t im a te s  
o f  b o r r o w in g  a b r o a d  a re  b as e d  on b a la n c e  o f  
p a y m e n ts  in fo r m a t io n ;  th o s e  o f n e t  p u rc h a s e s  o f  
pub lic  s e c to r  d e b t  a re  ta k e n  f r o m  loca l  a u th o r i t ie s '  
b o r ro w in g  re tu rn s  (see S e c t io n  4), re tu rn s  by  
n a t io n a l is e d  in d u s tr ie s  and  s o m e  o th e r  c o rp o ra t io n s  
and  o th e r  s o u rces .  F ig u res  fo r  o th e r  t ra n s a c t io n s  in 
f in a n c ia l  a s s e ts  a n d  l ia b i l i t ie s  e.g. b o r ro w in g  f r o m
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p e n s io n  funds , b o r ro w in g  f r o m  banks, a n d  bank  
d e p o s its ,  a re  b ased  on c o u n te rp a r t  in fo rm a t io n  f ro m  
re tu rn s  by th e  m o n e ta r y  s e c to r  a n d  o th e r  f in a n c ia l  
in s t i tu t io n s ;  re ta i l  c re d i t  e x te n d e d  by public  
c o r p o ra t io n s  ( th ro u g h  gas and e le c t r ic i ty  s h o w ro o m s )  
is a s c e r ta in e d  f r o m  in q u ir ie s  to  re ta i le rs .

Quality
T h e  a n n u a l  d a ta ,  b e in g  based  m a in ly  on pub lished  

a c c o u n ts ,  a re  c o n s id e re d  to  be o f  re l iab le  quality .  
T h e  q u a r te r ly  f ig u re s  m u s t  be ra te d  a t  a lo w e r  level  
of re l ia b i l i ty  e v e n  a f te r  th e y  h a v e  b e e n  b ro u g h t  into  
l ine w i t h  th e  a n n u a l  a c c o u n ts  s ince  it is not poss ib le  
to  m a k e  an a c c u r a te  a l lo c a t io n  o f a n n u a l  a d ju s tm e n ts  
o v e r  th e  fo u r  q u a r te rs  o f  th e  year.

Further references
A n n u a l  f ig u re s  fo r  th e  public  c o rp o ra t io n s  s e c to r  

c o v e r in g  a run o f  e le v e n  y e a rs  a re  p ub lished  in 
U n i t e d  K i ngdom National Accounts;  in a d d it io n  
to  o p e ra t in g ,  a p p ro p r ia t io n  and c a p i ta l  a c c o u n ts  th e  
s e c to r  c o n t r ib u t io n s  to  gross d o m e s t ic  p ro d u c t  by 
ty p e  o f  in c o m e  a n d  to  gross d o m e s t ic  f ixed c a p ita l  
fo r m a t io n  by ty p e  o f  a s s e t  and b ro a d  in d u s try  g ro u p  
are  s h o w n .

T h e  a n n u a l  Public Expenditure White Paper 
has ta b le s  s h o w in g  th e  f in a n c in g  o f th e  cap ita l  
r e q u ir e m e n ts  o f  e a c h  n a t io n a l is e d  industry ,  w i th  
e s t im a te d  o u t tu rn  f ig u re s  fo r  th e  f in a n c ia l  y e a r  jus t  
e n d in g  a n d  fo re c a s ts  fo r  th e  fo l lo w in g  y e a rs  and  
te x ts  c o m m e n t in g  on th e  in v e s tm e n t  p r o g r a m m e  of  
e a c h  in d u s try  a n d  its f in a n c in g  f igures .

In fo r m a t io n  on th e  o u ts ta n d in g  d e b t  of public  
c o rp o ra t io n s  is n o t  b ro u g h t  to g e th e r  in F i nanci al 
Statistics  a l th o u g h  s o m e  item s, e.g. tend ing  by 
banks and  o w n  p en s io n  funds, a re  s h o w n  in th e  
a c c o u n ts  fo r  th e  c o u n te rp a r t  sectors . T o ta l  d eb t  
o u ts ta n d in g  is a c o m p o n e n t  of publ ic sector debt 
(see p a g e  32 )  but th e s e  f ig u re s  a re  not fu l ly  
c o m p re h e n s iv e ;  th e y  c o m p r is e  all lend ing  by c en tra l  
g o v e r n m e n t ,  banks, o w n  pension  funds, sav ings  
banks and  b o r ro w in g  ab ro ad ,  bo th  in s te r l ing  and  
fo re ig n  c u rre n c y .  G o v e r n m e n t - g u a r a n t e e d  stocks of  
n a t io n a l is e d  in d u s tr ie s  a re  in c lu d ed  in th e s e  s ta t is t ics  
w ith  l ia b i l i t ie s  o f  c e n tra l  g o v e r n m e n t  s ince  they  
c a n n o t  be d is t in g u is h e d  f ro m  British g o v e rn m e n t  
s e c u r i t ie s  in th e  s e c to r  ana lys is  o f  holders . T h e y  are  
of c o u rs e  l iab i l i t ies  o f  th e  public  co rp o ra t io n s . <1
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Section 
Monetary sector

T h e  m o n e t a r y  s e c to r  a n d  o th e r  f in a n c ia l  
in s t i tu t io n s  a r e  t h e  m a in  c h a n n e ls  th r o u g h  w h ic h  
fu n d s  f r o m  e c o n o m ic  s e c to rs  t h a t  a re  in f in a n c ia  
s u rp lu s  a re  d is t r ib u te d  to  s e c to r s  in d e f ic i t .  T h e s e  
in s t i tu t io n s  a re  t h e r e f o r e  in m a n y  w a y s  th e  f o c u s  o f  
th e  f in a n c ia l  a c c o u n ts .  M o n e t a r y  s e c to r  s ta t is t ic s  
a re  a ls o  used  in c o m p i l in g  th e  m o n e t a r y  a g g r e g a t e s  

a n d  t h e i r  c o u n te r p a r ts  (se e  Section 11).
S ta t is t ic s  c o l le c te d  f r o m  m o n e t a r y  s e c to r  

in s t i tu t io n s  s e rv e  a v a r ie ty  o f  o t h e r  p u r p o s e s  
in c lu d in g  a d m in is t r a t io n  o f  th e  s y s te m  o f  m o n e t a r y  
c o n tro l ,  p r u d e n t ia l  s u p e r v is io n  a n d  g e n e r a l  e c o n o m ic  

in te l l ig e n c e .  All t h e s e  n e e d s  a r e  m e t  by  an  
in t e g r a t e d  s y s te m  o f  re tu rn s ,  t h e  re s u l t  o f  w h i c h  is a 
w e a l t h  o f  s ta t is t ic a l  d a ta ,  th e  b u lk  o f  it p r o v id e d  
v o lu n ta r i ly .  T h e s e  r e tu r n s  w e r e  e x p a n d e d  a n d  
o v e r h a u le d  in th e  c o u rs e  o f a n  e x te n s iv e  r e v ie w ,  
c o n d u c te d  in 1 9 8 1 / 8 2  by th e  B a n k  o f  E n g la n d  in 
c o n s u l ta t io n  w i t h  t h e  B rit ish  B a n k e rs '  A s s o c ia t io n .

T h is  s e c t io n  in c lu d e s  c o n s id e r a b le  d e ta i

•j
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s u b - g r o u p s  o f  in s t i tu t io n s  as  w e l l  a s  b r e a k d o w n s  by  
f in a n c ia l  in s t r u m e n t  a n d  by s e c to r .  D e t a i ls  o f  
e x te r n a l  l ia b i l i t ie s  a n d  c la im s  o f  b a n k s  a re  in c lu d e d  in 

Section 10.

Definition of the monetary sector
T h e  m o n e t a r y  s e c t o r  c o m p r is e s  th e  U K  o f f ic e s  o f  

all in s t i tu t io n s  a u th o r is e d  to  ta k e  d e p o s i ts  u n d e r  th e  
B a n k in g  A ct 1987 ,  th e  b a n k in g  d e p a r t m e n t  o f  th e  
Bank o f  E n g lan d ,  t h o s e  in s t i tu t io n s  in t h e  C h a n n e l  
Is la n d s  a n d  t h e  Is le  o f  M a n  w h i c h  h a v e  o p t e d  to  
a d h e r e  to  th e  m o n e t a r y  c o n t r o l  a r r a n g e m e n t s  
in t r o d u c e d  in A u g u s t  1981 a n d  p r io r  to  t h e i r  
r e c o g n i t io n  as  banks, th e  N a t io n a l  G ir o b a n k  a n d  th e  
T r u s t e e  S a v in g s  Banks. A  fu l l  l is t  o f  th e  in s t i tu t io n s  
m a k in g  up th e  m o n e t a r y  s e c to r  w a s  p u b l is h e d  in th e  
F e b ru a r y  1 9 8 7  issu e  o f  th e  B a n k  of E n g l a n d  
Q u a r t e r l y  Bulletin.  A  list o f  a d d i t io n s  and  
d e le t io n s  is p u b l is h e d  in e a c h  s u c c e s s iv e  Q u a r t e r l y  
Bulletin.  B e fo re  N o v e m b e r  1 9 8 1 ,  th e  s e c t o r  ( th e n  
t e r m e d  th e  b a n k in g  s e c to r )  c o m p r is e d  t h e  UK o f f ic e s  
o f  all banks  th a t  a g r e e d  to  o b s e r v e  a c o m m o n  
re s e r v e  ra t io  a n d  o t h e r  c re d i t  c o n t r o l  a r r a n g e m e n t s ,  
t o g e t h e r  w i t h  th e  b a n k in g  d e p a r t m e n t  o f  t h e  B a n k  o f  
E n g la n d  and  th e  in s t i tu t io n s  w h i c h  m a k e  u p  th e  
d is c o u n t  m a rk e t .

M o n th ly  f ig u r e s  a re  g e n e r a l ly  c o l le c te d  o n ly  f r o m  
th o s e  m e m b e r s  o f th e  m o n e t a r y  s e c to r  w i t h  e l ig ib le  
l ia b i l i t ie s  o f  £ 1 0  m i l l io n  o r  m o r e  o r  to ta l  l ia b i l i t ie s  o f  
£ 1 0 0  m i l l io n  o r  m o re .  (B e fo re  N o v e m b e r  1 9 8 1 ,  all 
in s t i tu t io n s  in th e  s e c to r  r e p o r te d  m o n th ly . )  A t  
e n d - N o v e m b e r  1 9 8 7 ,  th is  a m o u n t e d  to  4 5 5  
in s t i tu t io n s  o u t  o f  a to ta l  o f  6 2 6  in th e  s e c to r ;  
h o w e v e r ,  th e s e  in s t i tu t io n s  a c c o u n t  fo r  th e  v a s t  bulk  
o f  th e  s e c to r 's  to ta l  b u s in e ss .  All m o n e t a r y  s e c to r  
in s t i tu t io n s  p ro v id e  q u a r te r ly  f ig u re s ,  in c lu d in g  
f ig u re s  f r o m  th e  s m a l le s t  in s t i tu t io n s  f r o m  th e  e n d  o f  
q u a r t e r  1 1983 .

Layout
B ro a d ly  s p e a k in g ,  th e  ta b le s  h a v e  b e e n  a r r a n g e d  

to  s ta r t  w i t h  th e  c o n s o l id a te d  m o n e t a r y  s e c to r  
b a la n c e  s h e e t  and  th e n  to  s h o w  d e ta i l  r e la t in g  to  
g ro u p s  o f  in s t i tu t io n s .  T a b le  6 .3  h o w e v e r ,  s h o w s  th e  
b a la n c e  s h e e t  o f  th e  Bank of E n g la n d  as  a c e n t r a l  
bank. T a b le s  6 .1  a n d  6 .2  g iv e  c o n s o l id a te d  b a la n c e  
s h e e t  leve ls  o f  l ia b i l i t ie s  a n d  a s s e ts  h e ld  by th e

m o n e t a r y  s e c to r .  T a b le  6 .1  a ls o  s h o w s  t r a n s a c t io n s  
in t h e  p e r io d .  T h e  e m p h a s is  in t h e s e  t a b le s  is o n  th e  
s e c to r a l  a n a ly s is  o f  d e p o s i ts  a n d  le n d in g ;  i n t e r - b a n k  
t r a n s a c t io n s  a r e  e x c lu d e d  a n d  a d ju s t m e n t s  a re  m a d e  

f o r  i t e m s  in t r a n s i t  e tc .
T a b le s  6 . 4  a n d  6 .6  in c lu d e  alt m o n t h ly  r e p o r t in g  

m e m b e r s  o f  t h e  m o n e t a r y  s e c to r ,  e x c e p t  m e m b e r s  o f  
t h e  L o n d o n  D is c o u n t  M a r k e t  A s s o c ia t io n  (L D M A )  
w h i c h  a re  c o v e r e d  in t a b le  6 .5 .  T h e  b a n k in g  
d e p a r t m e n t  o f  th e  B a n k  o f  E n g la n d  a n d  t h e  T r u s t e e  
s a v in g s  b a n k s ,  w h ic h  w e r e  f o r m e r l y  e x c lu d e d  f r o m  
t a b le s  6 .4  a n d  6 .6 ,  w e r e  b r o u g h t  in to  t h e m  w i t h  
e f f e c t  f r o m  S e p t e m b e r  1 9 8 3  ( t a b le  6 .4 )  a n d  

N o v e m b e r  1 9 8 3  ( ta b le  6 .6 ) .
T a b le  6 . 4  s h o w s  th e  a g g r e g a t e d  b a la n c e  s h e e t ;  in 

c o n t r a s t  to  th e  s e c t o r  a n a ly s is  s h o w n  in  th e  
m o n e t a r y  s e c t o r  ta b le s ,  t h e  e m p h a s is  h e r e  is 
in s t i tu t io n a l  a n d  t h e  m a in  a n a ly s is  is by  in s t r u m e n t .  
T h e s e  in s t i tu t io n a l  t a b le s  a re  n o t  c o n s t r u c t e d  on a 
c o n s o l id a t e d  bas is , a n d ,  b e s id e s  d e p o s i ts  f r o m  a n d  
le n d in g  to  o t h e r  banks , t h e s e  t a b le s  s h o w  d e ta i ls  o f  
s u s p e n s e  a c c o u n ts  a n d  i t e m s  in t r a n s i t  w h i c h  d o  n o t  
a p p e a r  in t h e  c o n s o l id a t e d  m o n e t a r y  s e c t o r  ta b le s .  
A n  a n a ly s is  o f  lo a n s ,  a d v a n c e s  a n d  a c c e p t a n c e s  by  
S t a n d a r d  In d u s t r ia l  C la s s i f ic a t io n  a t  e n d - F e b r u a r y ,  
M a y ,  A u g u s t  a n d  N o v e m b e r  is s h o w n  in 
t a b le  6 .6 .  T a b le  6 .5  s h o w s  an  a g g r e g a t e d  b a la n c e  

s h e e t  f o r  t h e  d is c o u n t  m a r k e t .

Statistical sources
T h e  b a s is  o f  b a n k in g  s ta t is t ic s  is a s y s t e m  of  

in t e g r a t e d  r e tu r n s  to  t h e  B a n k  o f  E n g la n d .  U n t i l  
O c t o b e r  1 9 8 6  th e s e  r e tu r n s  m o s t ly  r e la te  t o  t h e  c lo s e  
o f  b u s in e s s  on th e  th i r d  W e d n e s d a y  o f  e a c h  m o n th  
(s e c o n d  W e d n e s d a y  in D e c e m b e r )  a n d  t h e  las t  
w o r k in g  d a y  o f  e a c h  c a le n d a r  q u a r te r ;  f r o m  O c t o b e r  

1 9 8 6  th e  m o n t h ly  r e tu r n s  r e la t e  to  t h e  e n d  o f  th e  
m o n t h  (se e  b e lo w ) .  T h e  k e y s to n e  o f  th e  s y s t e m  is a 
b a la n c e  s h e e t  r e tu r n  w h ic h  is c o m p l e t e d  m o n th ly .  
T h is  re tu rn  is u sed  to  c o m p i le  m o n t h ly  m o n e t a r y  
s e c t o r  t r a n s a c t io n s  in t a b le  6 .1  a n d  a m o u n t s  
o u t s t a n d in g  in t a b le s  6 . 4  a n d  6 .5 .  A t  th e  e n d  o f  th e  
c a le n d a r  q u a r te r ,  f u r t h e r  r e tu r n s  a re  m a d e  g iv in g  
s e c t o r  b r e a k d o w n s  o f  l ia b i l i t ie s  a n d  a s s e ts  (u s e d  in 
t a b le  6 .1 )  a n d  d e ta i ls  o f  t r a n s a c t io n s  in c e r ta in  
a s s e ts  ( m a in ly  in v e s tm e n ts ) .  A ls o  p r o v id e d  q u a r te r ly ,  
b u t  a t  th e  e n d  o f  F e b ru a ry ,  M a y ,  A u g u s t  and  
N o v e m b e r  ( b e f o r e  N o v e m b e r  1 9 8 6  a t  t h e  m id d le  o f  
t h e s e  m o n th s ) ,  is a n  in d u s t r ia l  a n a ly s is  o f  a d v a n c e s  
a n d  a c c e p t a n c e s  u s e d  to  c o m p i le  t a b le  6 .6 .

F ro m  O c t o b e r  1 9 8 6 ,  t h e  r e p o r t in g  d a t e s  fo r  
m o n t h ly  r e p o r t in g  in s t i tu t io n s  m o v e d  f r o m  
m i d - m o n t h s  to  e n d  m o n th s .  T h e  re a s o n s  f o r  th e  
c h a n g e ,  a n d  th e  m e t h o d  o f  c o n s t r u c t io n  o f  c a le n d a r  
m o n t h ly  s ta t is t ic s  f r o m  m i d - 1 9 8 2  to  S e p t e m b e r  1 9 8 6  
( w h ic h  in v o lv e s  a c e r ta in  d e g r e e  o f  e s t i m a t i o n  so  
t h a t  th e  re s u l t in g  s e r ie s  a re  o f  less  r e l ia b le  q u a l i ty ) ,  
a r e  s e t  o u t  in an  a r t ic le  in th e  D e c e m b e r  1 9 8 6  issue  
o f  th e  Bank of Engl and Q u a r t e r l y  Bui 1 et i n.

D e ta i ls  o f  th e  s e a s o n a l  a d ju s t m e n t  o f  m o n e t a r y  
s e c to r  f ig u r e s  a re  se t  o u t  in S e c t io n  11.

T h e  s y s te m  o f  b a n k in g  re tu r n s  w a s  s u b s ta n t ia l ly  
re v is e d  a n d  im p r o v e d  in M a y  1 9 7 5  a n d  m a n y  o f  th e  
m o n t h ly  s e r ie s  s ta r t  at th a t  d a te .  T h e s e  c h a n g e s  
a ls o  a f f e c t e d  th e  q u a r t e r ly  s e r ie s  fo r  t h e  b a n k in g  
s e c to r  as a w h o le  and , w h e r e a s  m a n y  o f  th e s e  
q u a r t e r ly  s e r ie s  c a n  be  t r a c e d  b a c k  to  1 9 6 3 ,  th e  
q u a l i ty  o f  e a r l ie r  f ig u r e s  is l o w e r  a n d  t h e r e  a re
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c h a n g e s  in c o v e r a g e  A n  a r t ic le  d e s c r ib in g  th e  
im p r o v e m e n ts  to  banking  s ta t is t ic s  w a s  p u b l is h e d  in 
th e  Ju n e  1 9 7 5  issue o f th e  S a n k  of E n g l a n d  
Quarterly Bulletin.  F o l lo w in g  th e  r e v ie w  of  
banking  s ta t is t ic s  w h ic h  to o k  p la c e  in 1 9 8 1 - 8 2 ,  a 
n u m b e r  o f  d e f in i t io n a l  c h a n g e s  to  th e  s ta t is t ic s  h ave  
b een  in tro d u c e d .  An a r t ic le  in th e  M a rc h  1 9 8 3  issue  
of th e  Bank of E n g l a n d  Q u a r t e r l y  Bulletin
g ives  details .

Quality of data
T h e  q u a l i ty  o f  th e  q u a r te r ly  ser ies ,  b e in g  b as e d  

on fu ll  c o v e r a g e  o f  th e  s e c to r  is g e n e r a l ly  high.

Timeliness
T h e  f ig u re s  s h o w n  in ta b le  6 .3  a re  p u b l is h e d  

w e e k ly  on T h u rs d a y s  in th e  Bank R e tu rn .
T h e  fu l l  in s t i tu t io n a l  and m o n e t a r y  a g g r e g a te  

f ig u re s  fo r  th e  la te s t  m o n th  a re  f i rs t  issued  to  th e  
p u b lic  in a Bank o f  E n g la n d  press  re lease ,  a ro u n d  th e  
end  of th e  s u b s e q u e n t  m o n th ,  a l th o u g h  p ro v is io n a  
e s t im a te s  o f  th e  p e r c e n ta g e  in c re a s e  in th e  m o n e ta r y  
a g g r e g a te s  a re  p ub lished  g e n e r a l ly  s e v e n  w o rk in g  
d ays  e ar l ie r .  T h e y  next a p p e a r  in Financiai 
Statistics  ( ta b le s  6 .1 ,  6 .4  a n d  6 .5 )  and, w i t h  th e

of th e  c o n s o l id a te d  f ig u re s  fo r  th e
th e  Bank of E n g l a n d

e x c e p t io n
m o n e ta r y  s ec to r ,  in 
Qu a r te r l y  Bui 1 et i n ( tab les  2 a n d  3.1 to  3.8).

S e c to ra l  f ig u re s  fo r  c a le n d a r  q u a r te rs  a re  not  
issued by press  re lease ,  but a re  f i rs t  p u b l is h e d  in 
s u m m a r y  fo r m  in th e  Bank of E n g l a n d  Quart erl y 
Bulletin  ( ta b le  6) and  s u b s e q u e n t ly  in m o re  d e ta i l  
in F i nanc i al St at i st i cs  ( tab les  6 .1  and  6 .2 ) .

T h e  q u a r te r ly  ana lys is  o f  b a n k  loans, a d v a n c e s  
and a c c e p ta n c e s  is issued  to  th e  pub lic  
a p p r o x im a te ly  six w e e k s  a f te r  re p o r t in g  d a y  a n d  is 
p u b lish ed  in th e  fo l lo w in g  m o n th 's  Financial 
St a t  i S t  i cs  ( ta b le  6 .6 )  and  in th e  Bank of Engl and 
Qu a r te r l y  Bui 1 et i n ( tab le  5).

Further references
L o n g e r  runs o f f ig u re s  can be fo u n d  in th e  Bank 

of E n gland Statistical Abstract. N u m b e r  1 
(1 9 7 0 )  a n d  Number 2  (1975).  H o w e v e r ,  th e r e  a re  a 
n u m b e r  o f  b reaks  in th e s e  ser ies  w h ic h  m ake  
c o n s is te n t  s e r ies  im p o s s ib le  fo r  ta b le  6 .4 .  T h e  m o st  
im p o r ta n t  o f  th e s e  w a s  in 1 9 7 5  w h e n  th e r e  w a s  a 
m a jo r  rev is io n  in th e  c o v e ra g e  o f  b an k in g  s ta t is t ics .  
F u r th e r  d e ta i ls  o f  th is  b re ak  can be fo u n d  in th e  J u n e  
1 9 7 5  issue o f  th e  Bank of E n g l a n d  Quarterly 
Bulletin.  An a r t ic le  d es c r ib in g  th e  m a in  fe a tu r e s  
o f  th e  N o v e m b e r  1981 b reak  w a s  p u b lis h e d  in the  
D e c e m b e r  1981 issue of Bank of E n gland 
Qu a r te r l y  Bui 1 et i n.

T h e  Economic Trends Annual Supplement, 
1 9 8 7  e d it io n  s h o w s:  bank len d in g  to  UK re s id e n ts  
(p ag es  191 a n d  192), s e a s o n a l ly  a d ju s te d  q u a r te r ly  
f r o m  1 96 3  s ec o n d  q u a r te r  to 1 9 8 6  s e c o n d  q u a r te r  
and s u m m a r y  a n a lys is  o f  UK b an k  a d v a n c e s  and  
a c c e p ta n c e s  to  UK res idents  f ro m  M a y  1 97 5  to  
A u g u s t  1 9 8 6  (p a g e  193).

T h e  Annual Abstract of Statistics,  1986  
ed it io n  c o n ta in s  a n n u a l  f ig u re s  f r o m  a s e le c t io n  of  
th e  Financial Statistics  ser ies  in m o s t  cases  
co v e r in g  th e  p er io d  1 97 4  to  1984.

6 0

Tables 6.1 and 6.2
UK monetary sector

T h e  f ig u re s  in th e s e  ta b le s  a re  d e s ig n e d  to  s h o w  
th e  p o s it io n  o f  th e  m o n e ta r y  s e c to r  as  a w h o le  in 
re la t io n  to  o th e r  sec to rs ;  t ra n s a c t io n s  b e tw e e n  
in s t i tu t io n s  w i th in  th e  s e c to r  a re  exc lu d ed .

Consolidation adjustments
1. T r a n s i t  a n d  s u s p e n s e  i te m s

G ross f ig u r e s  fo r  d e p o s i ts  and a d v a n c e s  a re  
a d ju s te d  to  a l lo w  fo r  sterling transit items. 
T h e s e  t ra n s i t  i te m s  a p p e a r  in an in d iv id u a l  bank's  
b a la n c e  s h e e t  b o th  as c re d i t  i te m s  (e.g. s ta n d in g  
o rd e rs )  a n d  d e b i t  i te m s  (e.g. c h e q u e s  in cou rse  o f  
c o l le c t io n ) .  W h e n  f ig u re s  a re  a g g re g a te d ,  th e s e  i te m s  
m a y  g iv e  r ise  to  d o u b le  c o u n t in g  o f d e p o s its  re c e iv e d  
f r o m  c u s to m e r s  o u ts id e  th e  m o n e ta r y  s e c to r  or, 
w h e r e  o v e r d r a w n  or  loan  a c c o u n ts  a re  c o n c e rn e d ,  to  
th e  u n d e rv a lu in g  o f  to ta l  len d in g  m a d e  to  such  
c u s to m e rs .  In a c c o rd a n c e  w i th  th e  t r e a tm e n t  
o r ig in a l ly  a d o p te d  fo r  th e  c a lc u la t io n  o f re s e rv e  
ra t io s  (se e  Reserve ratios: further
def i ni t i ons  on p ag e  4 8 2  o f  th e  D e c e m b e r  1971  
issue o f Bank of Engl and Qu a r te r l y  Bui let / n ) ,  it 
is a s s u m e d  th a t  s ix ty  p e r  c e n t  o f  th e  to ta l  v a lu e  o f  
d e b it  less c re d i t  i te m s  a f fe c ts  d e p o s its .  T h is  
p ro p o r t io n  is t h e r e f o r e  d e d u c te d  f ro m  g ro ss  d ep o s its  
and  th e  r e m a in in g  fo r ty  p e r  c e n t  is a d d e d  to  
a d v a n c e s ,  th e  a d ju s tm e n t  b e in g  a p p l ie d  to  d ep o s its  
of, a n d  le n d in g  to, th e  UK n o n -b a n k  p r iv a te  sec to r  
(s p e c if ic a l ly ,  in d u s tr ia l  and c o m m e r c ia l  c o m p a n ie s )  in 
ta b le s  6 .1  a n d  6 .2 .  F ro m  m i d - M a y  1 9 7 5  s te r l ing  
s u s p e n s e  a c c o u n ts  on b o th  sides o f  in s t i tu t io n s '  
b a la n c e  sh ee ts ,  w h ic h  a re  u n c la s s i f ia b le  by sector,  
a re  a d d e d  to  t ra n s i t  i te m s  and  t re a te d  in th e  s a m e  
w a y .  F igures  fo r  s ixty  p e r  c e n t  o f  n e t  d e b it  t ran s it  
i te m s  a re  s h o w n  m ta b le  1 1 .2  ( levels) a n d  ta b le  11 .3

As fo r  foreian currencv transit(ch an g es ) .  As fo r  foreign currency 
(and suspense) items, all d eb it  i te m s  less  a 
c re d it  i te m s  a re  d e d u c te d  f r o m  fo re ig n  c u rre n c y  
d e p o s its  o f  th e  o v e rs e a s  sec to r .

2. M is c ta s s i f ie d  a c c o u n ts
W h e n  e x c lu d in g  t ra n s a c t io n s  b e t w e e n  m o n e ta ry  

s e c to r  in s t i tu t io n s ,  re s id u a l  e rrors  c a n  arise, i.e. 
i n t r a - s e c t o r  t ra n s a c t io n s  as  m e a s u re d  on th e  asset  
side o f  th e  c o n s o l id a te d  b a la n c e  sh ee t  d o  not a lw a y s  
eq u a l  in t r a - s e c t o r  t ra n s a c t io n s  m e a s u re d  on th e  
l iab i l i t ies  side. A n y  s te r l in g  in t r a - s e c t o r  res idual  
e rro rs  are  a l lo c a te d  to  non-deposit liabilities 
(net)  in ta b le  6 .1 ;  c u r re n c v  res idua ls  a re  inc luded  
as an a d ju s tm e n t  to  foreign currency deposits 
of the overseas sector.

Breaks in series
S ig n i f ic a n t  breaks  s o m e t im e s  o c c u r  in th e  series  

a f te r  a c h a n g e  in th e  n u m b e r  o f  c o n tr ib u to rs  to  the  
s ta t is t ics  o r  c h a n g e s  in th e  d a ta  co l lec ted .  T h e  
s ta n d a rd  m e th o d  o f d ea l in g  w i th  such  breaks in 
Financial Stat istics  is that,  in ta b le s  s h o w in g  
a m o u n ts  o u ts ta n d in g ,  tw o  e s t im a te s  a re  g iven  at th e  
c h a n g e o v e r  d a te  i.e. b e fo re  and a f te r .  W h e re  
c h a n g e s  in b a la n c e s  (or d e r iv e d  net t ra n s a c t io n s )  are  
d isp layed , th e y  e x c lu d e  th e  e f fe c t  of th e  d i f fe re n c e  in 
c o v e ra g e  in th e  per io d  in w h ic h  it o ccu rred .  In th e  
m o n e ta ry  s e c to r  s ta t is t ics  th e  fo l lo w in g  ch an g es  
h ave  y ie ld e d  s ig n if ic a n t  d is c o n t in u it ie s  in th e  series:
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E n d - M a r c h  1 9 8 3

E n d - O c t o b e r  1 9 8 6

a d d i t io n a l  c o n t r ib u t o r s  
a d d i t io n a l  c o n t r ib u t o r s  
in t r o d u c t io n  o f  m o r e  

c o m p r e h e n s i v e  b a n k in g  
s ta t is t ic s  

in t r o d u c t io n  o f  

m o n e t a r y  s e c to r  
a d d i t io n a l  q u a r t e r ly  

c o n t r ib u t o r s  
s ta r t  o f  c a le n d a r  

m o n t h l y  r e p o r t in g .

c h a n g e  in m a r k e t  p r ic e s  is 
re s e r v e s :  a n e t  a d j u s t m e n t  is 
n o n - d e p o s i t  l ia b i l i t ie s .

a c h a n g e  in a b a n k 's  
t h e r e f o r e  a ls o  m a d e  to

O th e r  m in o r  b re a k s  h a v e  o c c u r r e d  f r o m  t i m e  to  
t im e .  T h e  t r a n s a c t io n s  f ig u r e s  h a v e  b e e n  a d ju s t e d  to  
ta k e  a c c o u n t  o f  th e s e  b re a k s  b u t  t w o  le v e ls  h a v e  n o t  
b e e n  s h o w n .  F ig u re s  w e r e  in c o r p o r a t e d  in t a b le  6  
fo r  th e  f i r s t  t i m e  in th e  J u n e  1 9 8 5  Bank of E n g l a n d  
Q u a r t e r l y  B u l l e t i n  for t h o s e  s m a l le r  in s t i tu t io n s  

w h ic h  c o m p le t e  less d e ta i le d  q u a r t e r ly  re tu rn s :  t h e s e  
f ig u re s  a re  n o w  in c lu d e d  in le v e ls  w i t h  e f f e c t  f r o m  
1 9 8 3  f i rs t  q u a r t e r  a n d  t r a n s a c t io n s  in p e r io d s  f r o m  
1 9 8 3  s e c o n d  q u a r te r .  F u r th e r  d e ta i ls  a re  g iv e n  in th e  
n o te s  a n d  d e f in i t io n s  to  t a b le  6  in th e  M a r c h  1 9 8 5  
Bank of E n g l a n d  Q u a r t e r l y  Bui let i n.

T h e  s e c to r a l  c la s s i f ic a t io n  o f  s e c u r i t i e s  
d e a l e r s  c h a n g e d  a t  e n d - S e p t e m b e r  1 9 8 6 .  P r io r  to  

t h a t  d a te ,  s e c u r i t ie s  d e a le r s  w e r e  in c lu d e d  w i t h i n  th e  

in d u s tr ia l  a n d c o m m e r c ia l  c o m p a n ie s  s e c to r ,  o r  
w i t h in  'u n in c o r p o r a te d  b u s in e s s e s '  in t h e  p e r s o n a l  
s e c to r ,  as a p p r o p r ia te .  F ro m  S e p t e m b e r  1 9 8 6  t h e y  
a re  in c lu d e d  w i t h in  th e  OFI s e c to r .  B anks  r e c o r d e d  
th e  a m o u n ts  re c la s s i f ie d  at e n d  S e p t e m b e r  1 9 8 6  (s e e  
th e  D e c e m b e r  1 9 8 6  issue  o f  t h e  Bank of E n g l a n d  
Q u a r t e r l y  Bui I et i n, p a g e  5 1 9 ,  f o r  d e ta i ls )  s o  t h a t  
th e  leve ls  o f  s te r l in g  d e p o s i ts  f r o m  a n d  s te r l in g  
le n d in g  to  th e  OFI, ICC a n d  p e r s o n a l  s e c to r s  c a n  be  
s h o w n  b o th  on th e  o ld  a n d  t h e  n e w  b a s e s .  S t e r l in g  
f lo w s  a re  c a lc u la te d  a c c o r d in g  to  th e  o ld  s e c t o r a l  
d e f in i t io n s  u p  to  a n d  in c lu d in g  1 9 8 6  Q 3, a n d  o n  th e  
n e w  d e f in i t io n s  t h e r e a f t e r .  In t h e  c a s e  o f  c u r r e n c y  
le n d in g ,  e s t im a t e s  had  b e e n  m a d e  o f  t h e  s e c u r i t ie s  
d e a le r s '  t r a n s a c t io n s  w i t h  th e  m o n e t a r y  s e c t o r  f r o m  
1 9 8 4  Q1 o n w a r d s .  For t h e s e  s e r ie s  t h e r e f o r e ,  th e  
b re a k s  in th e  le v e ls  s e r ie s  o c c u r  a t  e n d  D e c e m b e r  
1983 .

Valuation adjustments
F ro m  th e  s e c o n d  c a le n d a r  q u a r t e r  o f  1 9 7 5 ,  th e  

c h a n g e s  in a s s e ts  a n d  l ia b i l i t ie s  in f o r e ig n  c u r r e n c ie s  
s h o w n  in t a b le  6 .1  h a v e  b e e n  a d ju s t e d  to  e x c lu d e  th e  
e s t im a te d  e f f e c t  o f  m o v e m e n t s  in e x c h a n g e  ra te s .  T o  
th e  e x te n t  th a t  th e  to ta l  o f  a d ju s t m e n t s  m a d e  to  
fo r e ig n  c u r r e n c y  a s s e ts  d o e s  n o t  e q u a l  th e  t o t a l  o f  
a d ju s tm e n ts  to  fo r e ig n  c u r r e n c y  d e p o s i ts ,  a n e t
a d ju s tm e n t  is m a d e  to  n o n - d e p o s i t  l ia b i l i t ie s .  F ro m  
th is  d a te ,  c h a n g e s  In fo r e ig n  c u r r e n c y  i t e m s  m a y  n o t  
e q u a l  th e  d i f f e r e n c e s  b e t w e e n  t h e  a m o u n t s
o u ts ta n d in g ;  th e y  w i l l ,  h o w e v e r ,  m o r e  a c c u r a t e ly  
r e f le c t  in s t i tu t io n s '  t r a n s a c t io n s .

F ro m  th e  s e c o n d  q u a r t e r  o f  1 9 7 5 ,  s im i la r  
d i f fe r e n c e s  b e t w e e n  le v e ls  o u ts ta n d in g  a n d
t r a n s a c t io n s  a r is e  in c e r ta in  s te r l in g  i te m s .  T h is  
a p p l ie s  m a in ly  to  in v e s tm e n ts  in th e  q u a r t e r ly  s e r ie s ,  
w h e r e  c h a n g e s  a re  r e p o r te d  d i r e c t ly  as  c a s h  
t r a n s a c t io n s  w h i le  leve ls  r e f le c t  c h a n g e s  in th e
m a rk e t  v a lu e  o f c e r ta in  asse ts .  T h e  c o u n t e r p a r t  o f  a 
c h a n g e  in th e  v a lu e  o f in v e s t m e n t s  c a u s e d  by  a

Scope of headings
N o n - d e p o s  it I i abi I i t i es (n e t ) c o m p r is e  th e  

m o n e t a r y  s e c to r 's  c a p i ta l  a n d  o t h e r  n o n - d e p o s i t  
l ia b i l i t ie s  less  t h e i r  i n v e s t m e n t s  in U K  b a n k s  a n d  
o t h e r  n o n - f i n a n c i a l  a s s e ts  b o th  in s te r l in g  a n d  in 
o t h e r  c u r r e n c ie s :  th is  i t e m  a ls o  in c lu d e s  s o m e  
r e s id u a l  e r r o r s  a r is in g  f r o m  th e  e x c lu s io n  o f  
t r a n s a c t io n s  b e t w e e n  in s t i tu t io n s  w i t h i n  t h e  s e c t o r  
a n d  th e  v a lu a t io n  a d ju s t m e n t s  d e s c r ib e d  in p r e v io u s  

s e c t io n s .
D o m e s t i c  d e p o s i t s  in f o r e i g n  c u r r e n c i e s .  

B e fo r e  t h e  in t r o d u c t io n  o f  t h e  n e w  r e t u r n s  in M a y  
1 9 7 5 ,  all UK  r e s id e n ts '  d e p o s i ts  in f o r e ig n  c u r r e n c ie s  
w e r e  a l lo c a t e d  t o  th e  p r iv a t e  s e c to r .

PubI ic sector.  U p  to  m i d - A p r i l  1 9 7 8 ,  c e r t a in  

p u b l ic  s e c t o r  f u n d s  p la c e d  t e m p o r a r i l y  w i t h  b a n k in g  
in s t i t u t io n s  t h r o u g h  th e  i n t e r - b a n k  m o n e y  m a r k e t ,  
w h i c h  h a v e  b e e n  in c lu d e d  h e re  w i t h in  p u b l ic  s e c t o r  
d e p o s i ts ,  w e r e  e x c lu d e d  f r o m  th e  m o n e y  s to c k  a n d  
h a v e  g iv e n  r is e  to  d i f f e r e n c e s  b e t w e e n  t h e s e  t a b le s  
a n d  S e c t io n  11 .

P e r s o n a l  sector.  In t a b le  6 .2 ,  t h e  f ig u r e s  f o r  
th e  p e r s o n a l  s e c t o r  a re  f u r t h e r  d is a g g r e g a t e d  to  
s h o w  s e p a r a t e ly  d e p o s i t s  by  a n d  l e nding to 
p e r s o n s ,  h o u s e h o l d s  a n d  individual trusts. 
T h e  re s t  o f  th e  p e r s o n a l  s e c t o r  in c lu d e s  
u n in c o r p o r a t e d  b u s in e s s e s  o f  s o le  t r a d e r s  a n d  
p a r t n e r s h ip s  (e .g . s o l ic i to rs ) ,  f a r m s ,  u n iv e r s i t ie s ,  t r a d e  

u n io n s ,  c lu b s ,  c h a r i t ie s  a n d  c h u rc h e s .
O v e r s e a s  s e c t o r  deposits.  In c lu d e  e s t i m a t e s  

o f  o v e r s e a s  h o ld in g s  o f  n e g o t ia b le  d o l la r  a n d  s te r l in g  
c e r t i f i c a t e s  o f  d e p o s i t .  T h e  fo r e ig n  c u r r e n c y  f ig u r e s  
a ls o  in c lu d e  s o m e  c o n s o l id a t io n  i te m s .

T h e  a l lo c a t io n  o f  n e g o t ia b le  d o l la r  a n d  s te r l in g  

c e r t i f i c a t e s  o f  d e p o s i t  by  s e c to r  is p a r t ly  e s t im a t e d .  
D o m e s t i c  h o ld in g s  o f  d o l la r  c e r t i f i c a t e s  w e r e  
id e n t i f ie d ,  f o r  th e  f i rs t  t im e ,  f r o m  e n d - M a r c h  1 9 7 3 .

Relationship between table 6.1 and the 
financial accounts

T h e  m o n e t a r y  s e c to r  s ta t is t ic s  u s e d  to  c o m p i le  
t h e  q u a r t e r ly  t r a n s a c t io n s  in t a b le  6 .1  a r e  a ls o  u s e d  
in t h e  f in a n c ia l  a c c o u n ts  {S e c t io n  1), b u t  w i t h  e x t ra  

d e ta i l  n o t  s h o w n  in t a b le  6 .1 .
P u b l ic ,  p r iv a t e  a n d  o v e r s e a s  s e c t o r  s t e r l i n g  

d e p o s i t s  in t a b le  6 .1  e a c h  a g r e e  w i t h  t h e  r e le v a n t  
f ig u r e s  in l in e s  21.1 a n d  2 1 .2  in t h e  f in a n c ia l  
a c c o u n ts ,  t h o u g h  th e  f in a n c ia l  a c c o u n ts  s h o w  m o r e  
s e c to r  d e ta i l  a n d  th e  s p l i t  b e t w e e n  s ig h t  a n d  t i m e  
d e p o s i ts .  P u b l ic ,  p r iv a te  a n d  o v e r s e a s  s e c t o r  f o r e ig n  
c u r r e n c y  d e p o s i ts  in t a b le  6 .1  l ik e w is e ,  e a c h  a g r e e  
w i t h  th e  r e le v a n t  f ig u r e s  in l in e  2 1 .3  in t h e  f in a n c ia l  
a c c o u n ts .

S t e r l i n g  lending to the p u b l i c  s e c t o r  in 
t a b le  6 .1  is t h e  s u m  of th e  m o n e t a r y  s e c to r 's  l in e s  6, 
7, 8, 10, 11, 12, 14.1 , 19.1. 19.3, 19 .4  a n d  2 0 .2  in th e  
f in a n c ia l  a c c o u n ts .  F o re ig n  c u r r e n c y  le n d in g  to  th e  
p u b l ic  s e c t o r  in t a b le  6 .1  is th e  s u m  o f  th e  m o n e t a r y  
s e c to r 's  l in e s  16, 19 .2  a n d  20 .1 .

T h e  r e m a i n d e r  o f  t a b le  6 .1  {lending to the 
p r i v a t e  s e c t o r  a n d  o v e r s e a s  s e c t o r  a n d  
n o n - d e p o s i t  l i a b il i t i e s  (net))  c a n n o t  be  
r e c o n c i le d  w i t h  th e  r e m a in in g  m o n e t a r y  s e c to r  l in es  
in t h e  f in a n c ia l  a c c o u n ts ,  e v e n  in to ta l ,  b e c a u s e
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non-deposit J i a b i U t i e s  (net)  in c lu d e  
e le m e n ts  o f m o n e ta r y  s e c to r  l ines 31, 34 ,  35, 3 6  and  
38, as w e l l  as th e  m o n e ta r y  s e c to r 's  b a l a n c i n g  
item  and  financial surplus or deficit,  fo r  
w h ic h  no s e p a r a te  q u a r te r ly  e s t im a te  is m a d e .  (T h e  
m o n e ta r y  s e c to r  and  o th e r  f in a n c ia l  in s t i tu t io n s  a re  
c o m b in e d  in th e  q u a r te r ly  f in a n c ia l  s u rp lu s  or d e f ic i t  
and  b a la n c in g  i te m  e s t im a te s . )

Table 6.3
Bank of England

T h is  ta b le  p ro v id e s  in s u m m a r y  f o r m  th e  b a la n c e  
s h e e t  o f  th e  Bank o f  E n g lan d , w h ic h  is d iv id ed , fo r  
a c c o u n t in g  p u rp o ses , b e t w e e n  th e  issu e  d e p a r t m e n t  
a n d  th e  b an k in g  d e p a r t m e n t .  (T h e  Bank's  a c t iv i t ie s  
w e r e  d iv id e d  in th is  w a y  by th e  B ank  C h a r te r  A ct  
1844 , so as to  s e p a ra te  th e  n o te  issue  fu n c t io n  f r o m  
all o th e r  fu n c t io n s .)  In th e  UK f in a n c ia l  a c c o u n ts ,  th e

in c lu d e d  in th eissue d e p a r t m e n t  is in c lu d e d  in th e  c e n tra l  
g o v e r n m e n t  sec to r ,  w h i le  th e  b a n k in g  d e p a r t m e n t  is 
in th e  m o n e ta r y  s ec to r .  T h e  E x c h a n g e  E q u a l is a t io n  
A c c o u n t  (EEA), th e  g o v e r n m e n t  a c c o u n t  m a n a g e d  by  
th e  Bank w h ic h  ho lds  th e  o f f ic ia l  r e s e rv e s  o f go ld ,  
c o n v e r t ib le  c u r re n c ie s  a n d  s p e c ia l  d r a w in g  r ig h ts  
(SDRs), is n o t  in c lu d e d  in th is  ta b le .

Timeliness
T h e  f ig u re s  a re  s h o w n  at th e  th i rd  W e d n e s d a y  o f  

e a c h  m o n th ,  a n d  a re  th o s e  g iven  in t h e  w e e k ly  Bank  
R etu rn  p u b l is h e d  e a c h  T h u r s d a y  a n d  in th e  F r id ay  
e d it io n  o f th e  London Gazette.  T h e  d a ta  a re
p u b l is h e d  in F i nanci al S t a t is t i c s  o n e  m o n th  in
a rrea rs .

Issue department
T h e  a c c o u n ts  o f  th e  issue  

c o n c e rn e d  s o le lv  w i th  th e  note
d e p a r t m e n t  are  

s o le ly  w i th  th e  n o te  issu e  (w h ic h  is 
e n t i re ly  f id u c ia ry )  and  th e  back ing  f o r  it. T h u s  th e  
d e p a r tm e n t 's  on ly  l ia b i l i t ie s  a re  B ank  o f  E n g lan d  
n o te s  in issue —  in c i rc u la t io n  w i t h  th e  public , in 
c o m m e r c ia l  banks ' t i l ls  o r  held  as a re s e rv e  by th e  
b an k ing  d e p a r t m e n t  ( th ro u g h  w h ic h  issues and  
w i t h d r a w a ls  o f  n o tes  ta k e  p lace).

A ssets  a re  m a in ly  public sector debt 
( in c lu d in g  w a y s  and  m e a n s  a d v a n c e s  to  th e  N a t io n a l  
Loans  Fund) and  commercial bills  p u rc h a s e d  as  
p a r t  o f  th e  Bank's m o n e y  m a r k e t  o p e ra t io n s .  
T ra n s fe r s  b e t w e e n  o n e  fo r m  of d e b t  and  a n o th e r  
p ro v id e  a m e a n s  fo r  o p e n  m a rk e t  o p e r a t io n s  by th e  
Bank in th e  g i l t - e d g e d  m a rk e t  a n d  in th e  m o n e y  
m a rke t .  In u n d e r w r i t in g  alt n e w  issues o f  
g o v e r n m e n t  stock, th e  Bank ta k e  in to  th e  issue  
d e p a r tm e n t 's  p o r t fo l io  on th e  d a y  o f  issue th e  
a m o u n t  o f  s tock  not ta k e n  up by th e  m a rk e t  and  
g ra d u a l ly  sell it as d e m a n d  ar ises .  T h e y  a lso  
re g u la r ly  buy in stocks in th e  y e a r  b e fo re  th e i r  f ina l  
re d e m p t io n  date .

Scope of headings
Government securities  in c lu d e  ho ld ings  o f  

British g o v e r n m e n t  a n d  g o v e r n m e n t - g u a r a n t e e d  
secu rit ies ,  T re a s u ry  bills, w a y s  and  m e a n s  a d v a n c e s  
to  th e  N a t io n a l  Loans Fund, th e  h is to r ic  T re a s u ry  
l iab i l i ty  o f  £ 1 1 m  (g o v e r n m e n t  d e b t  in th e  Bank  
Return; fo r  d e ta i ls  see  p a g e s  5 6  to  5 7  o f  th e  Bank o f

E n g la n d  re p o r t  a n d  a c c o u n ts  fo r  th e  y e a r  ended  
2 8  F e b ru a ry  1 9 7 1 )  a n d  an y  s p e c ia l  T re a s u ry  liability.

Other securities  inc lude:
(i) re f in a n c e  p ro v id e d  by th e  issue d e p a r tm e n t  

in 1 9 6 9 - 7 2  to  th e  L o n do n  and  S co tt ish  
c le a r in g  banks  u n d e r  th e  a r r a n g e m e n ts  for  
m e d iu m  a n d  l o n g - t e r m  f in a n c e  o f exports  
and  d o m e s t ic  s h ip b u i ld in g  (see th e  Bank of 
E n gland Qu a r te r l y  Bulletin  fo r  June  
1972) .  R e f in a n c in g  o f s p e c ia l  e x p o r t  and  
s h ip b u i ld in g  c re d its  is no lo n g e r  c a rr ie d  out  
by th e  issue d e p a r tm e n t ,  th e  last c red its  
held  by th e  issue d e p a r t m e n t  hav ing  
m a tu r e d  in M a r c h  1976 ,  a l th o u g h  so m e  
E C G D -b a c k e d  p ro m is s o ry  n o te s  h ave  been  
a c q u ire d  f r o m  banks as  p art  o f  m o n e y  
m a rk e t  s m o o th in g  o p e ra t io n s ,  
h o ld in g s  o f  c o m m e r c ia l  bills and local 
a u th o r i ty  bills, and , on occas ion , local 
a u th o r i ty  d e p o s i ts  and  bonds, a c q u ire d  in 
th e  c o u rs e  o f  m a rk e t  o p era t io n s ;  and  
c o m p a n y  s e c u r i t ie s  a n d  m is c e l la n e o u s  
secu r it ies .

(ii)

Banking department
T h r o u g h  th e  b an k in g  d e p a r tm e n t ,  th e  Bank  

c o n d u c ts  its o p e r a t io n s  as a b an ke r  to  th e  
g o v e r n m e n t ,  to  th e  res t  o f  th e  m o n e ta r y  sector ,  to  
o v e rs e a s  c e n tra l  banks and  in te rn a t io n a l  
o rg a n is a t io n s ,  a n d  to  a sm a ll  n u m b e r  o f  o th er  
d o m e s t ic  in s t i tu t io n s  and  p r iv a te  ind iv iduals ,  
in c lu d in g  m e m b e r s  o f  th e  s ta f f .  S p ec ia l  d ep o s its  
(and. u n d e r  th e  c re d i t  c o n tro l  a r r a n g e m e n ts  in force  
f r o m  1971 to  1 9 8 1 ,  s u p p le m e n ta r y  sp ec ia l  deposits),  
c a l le d  fo r  re a s o n s  o f  m o n e ta r y  policy , a re  he ld  in the  
b an k in g  d e p a r tm e n t ;  a d v a n c e s  to  th e  d is c o u n t  m arke t  
a re  m a d e  th ro u g h  th e  b an k ing  d e p a r tm e n t .  T h e  
N a t io n a l  Loans  Fund a lso  holds d e p o s its  w i th  the  
b an k in g  d e p a r t m e n t  in c o n n e c t io n  w i th  m o n e ta ry  
c o n tro l  and  m o n e y  m a rk e t  s m o o th in g  o p era t io n s .

C re d i t  i te m s  in co u rs e  o f  t ra n s m is s io n  are  
in c lu d e d  in th e  d e p o s its  o f  th e  bank ing  d e p a r tm e n t ,  
w h i ls t  d e b i t  i te m s  in co u rs e  o f c o l le c t io n  are
d e d u c te d .

Scope of headings
Public deposits  are  th e  b a la n c e s  held by the  

c e n tra l  g o v e r n m e n t  at th e  Bank o f  E ng land  and  
in c lu d e  th e  a c c o u n ts  o f  th e  C o n s o l id a te d  Fund, the  
N a t io n a l  Loans Fund, th e  N a t io n a l  Debt
C o m m is s io n e rs  a n d  H .M . P a y m a s te r  G enera l,  to g e th e r  
w ith  d iv id e n d  a c c o u n ts ,  a c c o u n ts  c o n n e c te d  w i th  tax  
c o l le c t io n  and  v a r io u s  o th e r  g o v e rn m e n t  funds.  
D e p o s its  held  by local a u th o r i t ie s  and public  
c o rp o ra t io n s  a re  in c lu d e d  u n d e r  reserves and 
other accounts.  In ta b le s  6 .1  and  6 .2 , h o w ever ,  
th e s e  d ep o s its  a re  in c lu d ed  u n d e r  public sector 
depos i ts.

Special deposits  m a y  be c a l led  f r o m  all 
m o n e ta r y  s e c to r  in s t i tu t io n s  w i th  e l ig ib le  l iab il i t ies  of  
£ 1 0  m il l io n  o r  m o re .  Prior to  th e  in tro d u c t io n  o f n e w  
m o n e ta r y  c o n tro l  a r r a n g e m e n ts  on 2 0  A u g u s t  1981,  
s p e c ia l  d ep o s its  co u ld  be ca l led  f ro m  all banks and  
th e  la rg e  f in a n c e  houses  o b serv in g  a c o m m o n  
re s e rv e  asset ra t io  u n d er  th e  c red it  contro l  
a r r a n g e m e n ts  in t ro d u c e d  in 1971 . D eta i ls  o f  the  
s p e c ia l  d ep o s its  s c h e m e ,  and  o f  th e  s u p p le m e n ta ry  
s p e c ia l  d ep o s its  s c h e m e ,  f ig u re s  fo r  w h ic h  are  
inc luded , w e r e  last g iven  in th e  1981 issue o f the
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Exp) a n a t o r y  Handbook.  N o  s p e c ia l  d e p o s i ts  h a v e
b e e n  c a l le d  s in c e  J u ly  1 9 8 0 .

A r t ic le s  \which w e r e  p u b l is h e d  in th e  Bank of 
E n g l a n d  Q u a r t e r l y  B u l l e t i n  b e t w e e n  1971 a n d  
1 9 8 0  r e la t in g  to  th e  s p e c ia l  a n d  s u p p le m e n t a r y  
d e p o s i t  s c h e m e s  a re  a v a i la b le  f r o m  th e  B ank  o f  
E n g la n d ,  L o n d o n  E C 2R  8A H . A n  a r t ic le  r e v ie w in g  th e  
s u p p le m e n t a r y  s p e c ia l  d e p o s i ts  s c h e m e  w a s  
p u b l is h e d  in th e  Bank of E n g l a n d  Q u a r t e r l y  
Bulletin,  M a r c h  1 9 8 2 .

H a n k e r s '  deposits.  U p  to  19  A u g u s t  1 9 8 1 ,  
th e s e  c o n s t i tu te d  th e  c u r r e n t  a c c o u n ts  h e ld  a t  th e  

Bank b y  th e  b an ks  a n d  d is c o u n t  h o u s e s .  F ro m
2 0  A u g u s t  1 9 8 1 ,  t h e y  c o n s is t  o f  o p e r a t io n a l  d e p o s i ts  
h e ld  m a in ly  by th e  c le a r in g  b an ks ,  a n d
n o n - o p e r a t io n a l  c a s h  ra t io  d e p o s i ts  f o r  w h ic h  a  
m o n e t a r y  s e c to r  in s t i tu t io n s  w i t h  e l ig ib le  l ia b i l i t ie s  
a v e r a g in g  £ 1 0  m i l l io n  o r  m o re  a r e  l iab le .

R e s e r v e s  and o t h e r  a c c o u n t s  in c lu d e  d e p o s i t  

l ia b i l i t ie s  to  o v e rs e a s  c e n t r a l  banks , th e  d iv id e n d  
a c c o u n ts  o f  s to cks  m a n a g e d  b y  t h e  B a n k  o t h e r  t h a n  
th e  d i re c t  o b l ig a t io n s  o f  th e  B r it ish  g o v e r n m e n t ,  lo c a l  
a u th o r i ty  a n d  p u b l ic  c o r p o r a t io n s  a c c o u n ts ,  a n d  s o m e  
UK p r iv a te  s e c to r  a c c o u n ts .

Total I iabi 1 it ies  a re  s h o w n  in c o lu m n  5  a n d  
in c lu d e  th e  Bank's  c a p i ta l  —  bank stock  of £ 1 4 .6  
m il l io n  h e ld  by th e  T r e a s u r y  — w h ic h  is n o t  in c lu d e d  

in a n y  o f  th e  s u b - t o t a ls .
G o v e rn m e n t  s e c u r i t i e s  in c lu d e  h o ld in g s  o f  

g o v e r n m e n t  and  g o v e r n m e n t - g u a r a n t e e d  s e c u r i t ie s ,  
v a lu e d  at c o s t  less  p ro v is io n  f o r  losses , a n d  
T r e a s u r y  bills.

Adva nc e s  and o t h e r  a c c o u n t s  in c lu d e  m a r k e t  

a d v a n c e s  to  th e  d is c o u n t  m a rk e t ,  lo a n s  to  c u s t o m e r s  
and  s u p p o r t  loans  to  d e p o s i t - t a k i n g  in s t i tu t io n s .  
P ro v is io n s  f o r  losses  a re  d e d u c te d .

U n t i l  t h e  b a n k  re tu rn  f o r  2 0  J u ly  1 9 7 7 ,  
premises, equipment and o t h e r  s e c u r i t i e s  
in c lu d e  all p r e m is e s  a n d  e q u ip m e n t  a n d  w e r e  v a lu e d  
a t  cos t  less  a c c u m u la t e d  d e p r e c ia t io n .  A t  t h a t  d a te ,  
p r e m is e s  w e r e  v a lu e d  p r o fe s s io n a l ly  on an o p e n  
m a rk e t  v a lu e  fo r  e x is t in g  use b as is  a s  d e s c r ib e d  in 
th e  H a n k  of E n g l a n d  4 n n u a /  Report and
Accounts.  H o ld in g s  o f  o th e r  s e c u r i t ie s ,  w h ic h  a re  
re la t iv e ly  s m a l l ,  in c lu d e  o rd in a r y  s h a re s  (e.g. th o s e  o f  
sp ec ia l  f in a n c e  a g e n c ie s  su ch  as  th e  A g r ic u l tu r a l  
M o r t g a g e  C o rp o r a t io n ) ,  loca l  a u t h o r i t y  bil ls  a n d  
bonds, a n d  c o m m e r c ia l  bills. L is ted  a n d  u n l is te d  
s e c u r i t ie s  a re  in c lu d e d  a t  c o s t  less  p ro v is io n s .  
F u r th e r  d e ta i ls  o f  o t h e r  s e c u r i t i e s  a re  g iv e n  in 
th e  H a n k  of E n g l a n d  4 n n u a /  Report and
Account s.

Notes and coin  c o m p le t e  th e  a s s e ts  of  
b an k in g  d e p a r t m e n t .  T h e  h o ld in g s  o f  co in  
S c o tt is h  a n d  N o r th e r n  Irish n o te s  a c c o u n t  fo r  
d i f fe r e n c e  b e t w e e n  th is  c o lu m n  a n d  c o lu m n  2.

Breaks in the series
F ro m  2 0  Ju ly  1 9 7 7  th e r e  w a s  

bas is  o f  v a lu a t io n  o f p r e m i s e s  (see
a c h a n g e  in th e  
a b o v e ) .

Further references
T h e  B a n k  of Engl and St at i st i cal Abstract. 

Number 1 (1 9 7 0 )  p ro v id e s  e n d - y e a r  f ig u r e s  fo r  th e  
y e a rs  1 9 4 5 - 6 3 ,  and  m o n th ly  f ig u re s  fo r  1 9 6 4 - 6 9 .  
Abstract Number 2  (1 9 7 5 )  p ro v id e s  m i d - D e c e m b e r  
f ig u re s  fo r  1 9 6 3 - 6 9  a n d  m o n th ly  f ig u r e s  fo r  1 9 7 0 - 7 4 .

T h e  Bank of E n g l a n d  Annual Report and 
Accounts,  p u b l is h e d  in J u ly  e a c h  y e a r ,  g iv e s  a fu ll

b a la n c e  s h e e t  a n d  f u r t h e r  d e ta i ls  in t h e  n o te s  to  th e  

a c c o u n ts .
T h e  4 n n u a /  A b s t r a c t  of S t a t i s t i c s  t a b le

17 .1  g iv e s  a run  o f  m i d - D e c e m b e r  f ig u r e s .
A n  a r t ic le  in th e  H a n k  of E n g l a n d  Q u a r t e r l y  

Bulletin,  f o r  J u n e  1 9 6 7  —  Bank of E n g l a n d
l i a b i l i t i e s  a n d  assets: 1696 o n w a r d s  ------
p r o v id e s  s o m e  f ig u r e s  f o r  th e  y e a r s  1 6 9 6  t o  1 8 4 5 ,  
p r io r  to  th e  r e g u la r  p u b l ic a t io n  o f  th e  B ank  R e t u r n  in 

S e p t e m b e r  1 8 4 4 .

Table 6.4
Banks: summary of monthly 
reporting institutions

T h is  t a b le  c o v e r s  th e  b u s in e s s  o f  th e  U K  o f f ic e s  
o f  t h o s e  in s t i tu t io n s  in t h e  m o n e t a r y  s e c t o r  w h ic h  
r e p o r t  m o n th ly ,  o t h e r  t h a n  m e m b e r s  o f  th e  L o n d o n  
D is c o u n t  M a r k e t  A s s o c ia t io n ,  w h o s e  f ig u r e s  a re  
p u b l is h e d  s e p a r a t e ly  in t a b le  6 .5 .  F ig u re s  o n  th is  
b a s is  s ta r t  a t  m i d - S e p t e m b e r  1 9 8 3  w h e n  th e  

c o v e r a g e  w a s  e x t e n d e d  t o  in c lu d e  th e  T r u s t e e  
s a v in g s  banks, t h e  b a n k in g  d e p a r t m e n t  o f  th e  B a n k  o f  
E n g la n d  a n d  e le v e n  o t h e r  n e w  c o n t r ib u t o r s  w h ic h  
h a d  p r e v io u s ly  r e p o r te d  a t  e n d - q u a r t e r  o n ly .  T h e  
f ig u r e s  p r io r  to  m i d - S e p t e m b e r  1 9 8 3  —  w h ic h  w e r e  
p u b l is h e d  in e a r l i e r  issu es  o f  F i n a n c i a l
S t a t i s t i c s  -------- c o v e r  a n a r r o w e r  r a n g e  o f
in s t i tu t io n s .  For a d e s c r ip t io n  o f  t h e  b a c k g r o u n d  to  
t h e s e  c h a n g e s  s e e  th e  D e c e m b e r  1 9 8 3  issu e  o f  th e  
H a n k  of Engl a n d  Q u a r t e r  1 y Bu 1 1 et i n, p a g e  5 6 2 .

T h e  t a b le  is n o t  c o m p a r a b le  w i t h  t a b l e  6 .1  
a n d  6 .2 ,  w h ic h  c o v e r  th e  w h o l e  o f  t h e  m o n e t a r y  
s e c to r .  A lso, th e  a d ju s t m e n t s  m a d e  in th e  m o n e t a r y  
s e c t o r  ta b le s  to  e l im in a t e  i n t e r - b a n k  t r a n s a c t io n s  a n d  
t r a n s i t  i t e m s  (s e e  th e  n o te s  to  t h e  m o n e t a r y  s e c to r  
t a b le s )  h a v e  n o t  b e e n  m a d e  in th is  ta b le .  U p  to  
S e p t e m b e r  1 9 8 6  r e p o r t in g  d a y  w a s  t h e  th i r d  
W e d n e s d a y  in e a c h  m o n th ,  e x c e p t  in D e c e m b e r  w h e n  
it  w a s  th e  s e c o n d  W e d n e s d a y .  F ro m  O c t o b e r  1 9 8 6  
th e  r e p o r t in g  d a t e  is th e  m o n th  e n d .

L ia b i l i t ie s  a n d  a s s e ts  a r e  r e p o r t e d  a t  t h e  v a lu e  
s ta n d in g  in th e  r e p o r t in g  in s t i tu t io n s '  books .  
L ia b i l i t ie s  a n d  a s s e ts  in c u r r e n c ie s  o t h e r  th a n  s te r l in g  
a re  t r a n s la t e d  in to  s te r l in g  at t h e  c lo s in g  m id d le  
m a r k e t  sp o t  r a te  o n  r e p o r t in g  d a y s .  T h e  f ig u r e s  a re  
t h e r e f o r e  a f f e c t e d  by  m o v e m e n t s  in e x c h a n g e  ra te s .

D e p o s i t  l i a b i l i t i e s  in c lu d e  alt c re d i t  
b a la n c e s  on c u s t o m e r s '  a c c o u n ts ,  in c lu d in g  d e p o s i ts  
b y  o th e r  m o n e t a r y  s e c to r  in s t i tu t io n s  (e x c e p t  
d e p o s i ts  in c o n n e c t io n  w i t h  s y n d ic a te d  le n d in g ) ,  
o v e r d r a w n  a c c o u n ts  w i t h  U K  a n d  o v e r s e a s  
c o r r e s p o n d e n t s  a n d  d e p o s i ts  by o v e r s e a s  o f f ic e s  of  
th e  r e p o r t in g  in s t i tu t io n  (e x c e p t  w o r k in g  c a p i ta l  
p r o v id e d  by  h e a d  o f f ic e s  o v e rs e a s ) .  It a lso  in c lu d e s  
c e r t i f i c a t e s  o f  d e p o s i t  a n d  alt l ia b i l i t ie s  in g o ld  (w h ic h  
e x c lu d e s  b u l l io n  a n d  c o in  d e p o s i te d  fo r  s a fe  c u s to d y ) .

Sight d e p o s i t s  c o m p r is e  b a la n c e s  as d e f in e d  
a b o v e  o th e r  th a n  c e r t i f i c a te s  o f  d e p o s i t ,  in c lu d in g  
i n t e r e s t - b e a r i n g  d e p o s i ts ,  w h ic h  a re  t r a n s f e r a b le  or  
w i t h d r a w a b l e  on d e m a n d  w i t h o u t  in te r e s t  p e n a l t y  (or  
in te r e s t  in d e m n i ty ) .  A lso  in c lu d e d  a re  m o n e y  
i m m e d ia t e ly  a t  ca l l  a n d  m o n e y  p la c e d  o v e r n ig h t .

A ll  o th e r  d e p o s i t  l ia b i l i t ie s ,  (o th e r  th a n  
c e r t i f i c a t e s  of deposit  w h ic h  a re  s h o w n  
s e p a r a t e ly )  a re  s h o w n  as time deposits.  In c lu d e d  
a re  p ro m is s o r y  n o te s  issu ed  by th e  r e p o r t in g  
in s t i tu t io n ,  b il ls  d r a w n  by th e  r e p o r t in g  in s t i tu t io n
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u n d e r  an a c c e p ta n c e  c re d i t  fa c i l i ty  p ro v id e d  
a n o th e r  m o n e ta r y  s e c to r  in s t i tu t io n  and  such  
in s t ru m e n ts  as s i lv e r  a n d  o th e r  c o m m o d i t y  d e p o s i t

and t nansmi ssi on
rece ip ts .

I t e m s  in suspense
c o m p r is e  c re d i t  b a la n c e s  not in c u s to m e r s '  n a m e s  
but re la t in g  to  c u s to m e rs '  fu n d s  r a t h e r  th a n  to
m o n e ta r y  s e c to r  in s t i tu t io n s '  in te rn a l  fu n d s  o r  to
s h a re h o ld e rs '  fu n d s ,  to g e th e r  w i t h  s ta n d in g  o rd e rs  
a n d  c re d i t  t ra n s fe rs  d e b i te d  to  c u s to m e r s '  a c c o u n ts ,  
a n d  o th e r  i te m s  fo r  w h ic h  th e  c o r re s p o n d in g  
p a y m e n t  has not y e t  b e e n  m a d e  by  th e  re p o r t in g  
in s t i tu t io n .  It in c lu d e s  c re d i ts  in c o u rs e  o f
t ra n s m is s io n  to  th e  re p o r t in g  in s t i tu t io n s '  o w n  UK  
b ra n c h e s ,  UK b ra n c h e s  o f  o th e r  m o n e t a r y  s e c to r  
in s t i tu t io n s  a n d  to  banks a n d  b a n k in g  o f f ic e s  a b ro a d .

Capital and other funds  in c lu d e s  
s h a re h o ld e rs '  fu n d s ,  w o rk in g  c a p i ta l  p ro v id e d  by  
o v e rs e a s  o ff ices ,  to g e th e r  w i t h  ail in te rn a !  a c c o u n ts  
(b o th  l ia b i l i ty  a n d  asset) .

Cash ratio deposits.  R e p o r t in g  in s t i tu t io n s  
w it h  e l ig ib le  l ia b i l i t ie s  o f  £ 1 0  m i l l io n  o r  m o re ,  a n d / o r  
b a la n c e  s h e e t  fo o t in g s  o f  £ 1 0 0  m i l l io n  or m o re ,  a re  
l iab le  to  lodge , w i th  th e  Bank  
n o n - o p e r a t io n s  I, n o n - i n t e r e s t - b e a r i n g  
0 .4 5 %  of th e i r  e l ig ib le  l ia b i l i t ie s  
in s t i tu t io n s  fo r  w h ic h  N o r th e r n  Ire la n d

th e  U n ite d

of E n g la n d  
d e p o s i ts  o f  
(0 .2 5 %  fo r  
is th e  m a in

K in g d o m ).p lace  o f  b u s in e s s  in 
A d ju s tm e n ts  to  th e  a m o u n t  o f  th e  c a s h  ra t io  d e p o s i t  
each  in s t i tu t io n  is re q u ire d  to  ho ld  tak e  p la c e  in 
N o v e m b e r  a n d  M a y  e a c h  year ,  b as e d  on a v e r a g e  
e l ig ib le  l ia b i l i t ie s  in th e  six m o n th s  t o  O c to b e r  a n d  
April  re s p e c t iv e ly .

Market loans  in c lu d e s  all b a la n c e s  ( in c lu d in g  
c o r re s p o n d e n t  b a la n c e s )  w i th ,  and  fu n d s  len t  to,  
m o n e ta r y  s e c to r  in s t i tu t io n s  a n d  to  b an ks  o v e rs e a s ,  
a p a r t  f r o m  t r a d e  o r  p o r t fo l io  in v e s tm e n ts .  T h is  a lso  
in c lu d e s  h o ld in g s  of.sterling  c e r t  / f / c a t e s  of 
deposit  issu ed  by, and s t e r / / n g  time deposits 
p laced  w i th ,  UK b u i ld in g  s o c ie t ie s ,  a n d  fu n d s  len t to  
UK local a u th o r i t ie s  th ro u g h  th e  loca l a u th o r i ty  
m o n e y  m a rk e ts .  O th e r  fu n d s  len t th ro u g h  
s p e c ia l is e d  f in a n c ia l  m a rk e ts  o r  th r o u g h  b ro kers  a re  
in c lu d e d  as advances.

Market loans to other m o n e t a r y  sector 
i nst i tut i ons  in c lu d e s  bills d r a w n  by  th e  m o n e ta r y  
s e c to r  u n d e r  a c c e p ta n c e  c re d i t  fa c i l i t ie s  and  
d is c o u n te d  by th e  re p o r t in g  in s t i tu t io n ,  p ro m is s o ry  
n o te s  and  o th e r  n e g o t ia b le  p a p e r  (e x c lu d in g  
cert i f icates of depos i t) issued  by  th e  m o n e ta r y  
sector.

C e r f i f / c a t e s  of deposit  in c lu d e s  o n ly  th o s e  
issued by m o n e ta r y  s e c to r  in s t i tu t io n s ,  p ro m is s o ry  
notes, bills and  o th e r  s h o r t - t e r m  p ap er .

Market loans to overseas  in c lu d e s  bills d r a w n  
u n d e r  a c c e p ta n c e  c re d i t  fa c i l i t ie s  o p e n e d  by o v e rs e a s  
banks ( in c lu d in g  o v e rs e a s  o f f ic e s  o f  th e  re p o r t in g  
in s t i tu t io n )  w h ic h  th e  re p o r t in g  in s t i tu t io n  has i tse lf  
d is c o u n te d ,  a n d  c e r t i f ic a te s  o f  d e p o s it ,  p ro m is s o ry  
n otes  and  o th e r  n e g o t ia b le  p a p e r  issued by o v e rs e a s  
banks.

Bills  in c lu d e  bills, p ro m is s o ry  n o te s  and  o th e r  
n e g o t ia b le  p a p e r  (exc lud ing  certificates of 
deposit  o w n e d  by th e  re p o r t in g  in s t i tu t io n ) ,  
e x c lu d e s  a c c e p ta n c e s  by th e  re p o r t in g  in s t i tu t io n  
w h ic h  it has  a lso  d is c o u n te d ,  bills c o n n e c te d  w i th  
re f in a n c e a b le  len d in g  u n d e r  th e  s p e c ia l  s c h e m e s  fo r  
exp o rts  and  sh ip b u ild in g  a n d  bills w h ic h  th e  
re p o r t in g  in s t i tu t io n  has d is p o s ed  o f by  
re d is c o u n t in g .  Bills and  n o tes  a re  c lass if ied

s te r l in g  o r  o th e r  c u r r e n c ie s  a c c o rd in g  to  th e  c u r re n c y  
in w h ic h  th e y  a re  d r a w n .

Advances  in c lu d e  all b a la n c e s  w i th ,  a n d  len d in g  
( w h e t h e r  a g a in s t  c o l la te ra l  o r  not) d ire c t  to, 
c u s to m e r s  n o t  in c lu d e d  e ls e w h e r e .  It in c lu d e s  th e  
re p o r t in g  in s t i tu t io n 's  o w n  a c c e p ta n c e s  w h ic h  it has  
a ls o  d is c o u n te d ,  e x c e p t  f o r  th o s e  d r a w n  by a n o th e r  
m o n e t a r y  s e c to r  in s t i tu t io n  o r  by banks o ve rs e as ,  
w h ic h  a re  e n te r e d  u n d e r  m a rk e t  loans. O w n  
a c c e p ta n c e s  d is c o u n te d  a re  s h o w n  as  a d v a n c e s  to  
th e  p a r ty  th a t  re q u e s te d  th e  a c c e p ta n c e  c re d i t  to  be  
o p e n e d .  P ro v is io n s  fo r  bad  a n d  d o u b t fu l  d e b ts  are  
n o t  d e d u c te d .  W h e r e  th e  re p o r t in g  in s t i tu t io n  
p a r t ic ip a te s  in (or  a c ts  as  m a n a g e r  o r  c o - m a n a g e r  
of)  a lo a n  f in a n c e d  by m o re  th a n  o n e  in s t i tu t io n ,  it 
in c lu d e s  o n ly  th e  re p o r t in g  in s t i tu t io n 's  p a r t ic ip a t io n  
fo r  its o w n  a c c o u n t ,  th e  lo a n  b e in g  c lass if ied  
a c c o rd in g  to  th e  u l t im a te  b o r ro w e r .

Advances to UK p r i v a t e  sector,  as w e l l  as 
in s t r u m e n ts  n o te d  a b o v e ,  a lso  in c lu d e s  all m e d i u m -  
a n d  l o n g - t e r m  a d v a n c e s  (i.e. w i th  an o r ig in a l  
m a tu r i ty  o f  t w o  y e a rs  o r  o ve r)  a t f ixed  ra te s  fo r  
s h ip b u i ld in g  f o r  UK o w n e r s h ip  u n d e r  D e p a r tm e n t  of  
T r a d e  a n d  In d u s try  g u a ra n te e ;

a n y  a m o u n ts  re f in a n c e d  
th e  a m o u n t  o f  a s s is ta n c e  a c c e p te d  by  
m o n e t a r y  s e c to r  in s t i tu t io n s  u n d e r  th e  
o c c a s io n a l  fa c i l i ty  to  sell to  th e  Bank of  
E n g la n d  fo r  s u b s e q u e n t  re p u rc h a s e ,  o ver  
t w o - y e a r  g o v e r n m e n t - g u a r a n t e e d
s h ip b u i ld in g  paper .

Both s e c u re d  a n d  u n s e c u re d  m o n e y  w i th  m o n e y  
b ro kers  o r  g i l t - e d g e d  jo b b e rs  on th e  S to ck  E xch an g e  
is in c lu d e d  in a d v a n c e s  to  th e  UK p r iv a te  sec to r .

Advances to overseas , as  w e l l  as in s t ru m e n ts  
n o te d  a b o v e ,  a lso  in c lu d e s  all m e d i u m -  and  
l o n g - t e r m  len d ing , w h e t h e r  re f in a n c e a b le  o r  not, at 
f ix e d  ra te s  fo r  e x p o r ts  u n d e r  d ire c t  ECG D bank  
g u a r a n te e ,  a n d  all e x p o r t  len d in g  at ra tes  re la te d  to  
b a s e  ra te  u n d e r  ECG D c o m p r e h e n s iv e  bank  bills and  
n o te s  a n d  o p e n - a c c o u n t  g u a r a n te e  s ch em es .
/ e s s

a n y  a m o u n ts  re f in a n c e d
th e  a m o u n t  o f  a s s is ta n c e  a c c e p te d  by banks  
u n d e r  th e  o c c a s io n a l  fa c i l i ty  to  sell to  th e  
Bank o f Eng land , fo r  s u b s e q u e n t  
r e - p u r c h a s e ,  o v e r  t w o - y e a r  g o v e r n m e n t -  
g u a r a n te e d  e x p o r t  c re d it  paper.

Banking department lending to central 
government (net)  c o m p r is e s  its ho ld ings  o f all 
fo r m s  o f  c e n tra l  g o v e r n m e n t  d e b t  ( inc lud ing  bank  
notes),  less  its d e p o s it  l iab i l i t ies  to  th e  N a t io n a l
Loans  Fund a n d  P a y m a s te r  G enera l.

Investments  in c lu d e  all s e c u r i t ie s  b e n e f ic ia l ly  
o w n e d  by th e  re p o r t in g  in s t i tu t io n .  It inc ludes  
s e c u r i t ie s  w h ic h  th e  re p o r t in g  in s t i tu t io n  has len t (or  
p le d g e d )  but still b e n e f ic ia l ly  ow n s , but exc lud es  
s e c u r i t ie s  w h ic h  th e  re p o r t in g  in s t i tu t io n  has 
b o r r o w e d  a n d  h o ld s  o r  has r e - l e n t  but w h ic h  it does  
not b e n e f ic ia l ly  o w n .

British government stocks  inc lud es  all stocks  
issued by th e  g o v e r n m e n t  and  stocks o f  n a t io n a l is e d  
in d u s tr ie s  g u a r a n te e d  by th e  g o v e rn m e n t .  On so m e  
o ccas io n s , th e  Bank o f  E ng land  re l ieves  p re ss u re  on 
banks' l iq u id ity  by p u rc h a s in g  British g o v e rn m e n t  
s e c u r i t ie s  f r o m  th e m ,  fo r  s u b s e q u e n t  re -s a le .  
H o ld in g s  o f Brit ish g o v e r n m e n t  s ec u r i t ie s  re p o r te d  in 
ta b le  6 .4  w i l l  h a v e  b een  a f fe c te d  by th is  ass is tance .
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O t h e r  p u b l i c  s e c t o r  i n v e s t m e n t s  in c lu d e  
stocks a n d  b o n d s  issu ed  by lo c a l  a u t h o r i t i e s  w h ic h
a re  l is te d  on th e  S to c k  E x c h a n g e .

O t h e r  i n v e s t m e n t s  in c lu d e  all i n v e s t m e n t s  in 
m o n e t a r y  s e c to r  in s t i tu t io n s  w h i c h  a re  s u b s id ia r ie s  
or a s s o c ia te s  o f  th e  r e p o r t in g  in s t i tu t io n ,  a n d  

d e p o s i ts  w i t h  o v e r s e a s  o f f ic e s  w h ic h  h a v e  b e e n  
in v e s te d  in f ix e d  a s s e ts  s u c h  as  p r e m is e s  a n d

e q u ip m e n t .
Items in s u s p e n s e  in c lu d e  a ll  d e b i t  b a la n c e s  

n o t  in c u s to m e r s '  n a m e s  but r e la t e d  to  c u s t o m e r s '  
fu n d s  r a th e r  th a n  to  th e  r e p o r t in g  in s t i tu t io n s '  o w n  
in te r n a l  fu n d s ,  f o r  e x a m p le  d e b i t  b a la n c e s  a w a i t in g
t r a n s f e r  to  c u s t o m e r s '  a c c o u n ts .

C o l l e c t i o n s  c o m p r is e  c h e q u e s ,  e tc . ,  d r a w n  on  
a n d  in c o u rs e  o f  c o l le c t io n  f r o m  o t h e r  m o n e t a r y  
s e c to r  in s t i tu t io n s  a n d  d e b i t  i t e m s  in t r a n s i t  b e t w e e n  
UK o f f ic e s  o f  th e  r e p o r t in g  in s t i tu t io n .  It in c lu d e s  
c h e q u e s  t h a t  h a v e  b e e n  c r e d i t e d  to  c u s t o m e r s '  
a c c o u n ts  b u t  a re  h e ld  o v e r n ig h t  b e f o r e  b e in g  
p r e s e n te d  o r  p a id  in to  t h e  r e p o r t in g  in s t i tu t io n 's  
a c c o u n t  w i t h  a n o t h e r  m e m b e r  o f  th e  m o n e t a r y  s e c to r  
b u t  e x c lu d e s  c h e q u e s  a l r e a d y  p a s s e d  t o  o th e r  
m o n e t a r y  s e c to r  in s t i tu t io n s  f o r  c o l le c t io n  ( th e s e  a re  
e n t e r e d  as  m a r k e t  lo a n s  to  th e  m o n e t a r y  s e c to r ) .  It 
in c lu d e s  all c o l le c t io n s  o n  b a n k s  o u ts id e  t h e  U n i te d  
K in g d o m  a n d  i t e m s  in t r a n s i t  t o  o v e r s e a s  o f f ic e s  o f  
th e  r e p o r t in g  in s t i tu t io n ,  w h e r e  t h e  r e p o r t in g  
in s t i tu t io n  is a c t in g  as p r in c ip a l  a n d  n o t  as  a n  a g e n t  
f o r  c o l le c t io n  a n d  w h e r e  it h as  a l r e a d y  g iv e n  c r e d i t  o r  

v a lu e  fo r  th e  i te m s .
Assets leased  in c lu d e  a ll  p la n t  a n d  e q u ip m e n t  

b e n e f ic ia l ly  o w n e d  by th e  r e p o r t in g  in s t i tu t io n  w h ic h  
h a v e  b e e n  le a s e d  o u t  u n d e r  f in a n c e  le a s e s ,  in c lu d in g  
a n y  le a s e d  to  b ra n c h e s ,  s u b s id ia r ie s  o r  a s s o c ia te s  

o v e rs e a s .
O t h e r  /7)7 s e e  / / a n e o L /s  a s s e t s  in c lu d e  g o ld  

b u ll io n  a n d  g o ld  co in . It a ls o  in c lu d e s  o th e r  
c o m m o d i t ie s  ( fo r  e x a m p le  s i lv e r ) ,  lan d ,  p re m is e s ,  
p la n t  a n d  e q u ip m e n t  a n d  o t h e r  g o o d s  b e n e f ic ia l ly  
o w n e d ,  in c lu d in g  a s s e ts  le a s e d  u n d e r  o p e r a t in g  

leases .
A c c e p t a n c e s  c o m p r is e  a ll  b il ls  a c c e p t e d  by  th e  

r e p o r t in g  in s t i tu t io n  w h ic h  a r e  s t i l l  o u ts ta n d in g ,  
e x c lu d in g  a n y  w h ic h  th e  r e p o r t in g  in s t i tu t io n  h as  

i ts e l f  d is c o u n te d  ( th e s e  a r e  in c lu d e d  w i t h i n  a d v a n c e s  
o r  m a r k e t  loans),  b u t  in c lu d in g  a n y  s u c h  d is c o u n ts  
w h ic h  h a v e  s u b s e q u e n t ly  b e e n  r e d is c o u n te d .

Table 6.5 
Discount market

T h is  ta b le  s h o w s  th e  l ia b i l i t ie s  a n d  a s s e ts  o f  th e  
g r o u p  o f  s p e c ia l is e d  b a n k in g  in s t i tu t io n s  t h a t  m a k e  
up th e  d is c o u n t  m a rk e t ,  a n d  w h ic h  a re  in c lu d e d  in 
th e  m o n e t a r y  s e c to r .  T h e y  c u r r e n t ly  c o m p r is e  th e  
d is c o u n t  h o u s e s  t h a t  a re  m e m b e r s  o f  L D M A ; p r io r  to  
th e  in t r o d u c t io n  o f  th e  m o n e t a r y  s e c to r  on  
18 N o v e m b e r  1 9 8 1 ,  th e  m a r k e t  a ls o  in c lu d e d  th e  
m o n e y  t ra d in g  d e p a r t m e n t s  o f  f iv e  m e m b e r s  o f  th e  
m o n e t a r y  s e c to r  ( th e s e  d e p a r t m e n t s  w e r e  e x c lu d e d  
f r o m  th e  re tu rn s  t h a t  a re  u s e d  t o  c o m p i le  t a b le  6 .4 ) .

T h e  d is c o u n t  m a r k e t  in s t i tu t io n s  b o r r o w  m o n e y  
m a in ly  in th e  i n t e r - b a n k  m a r k e t  a n d  e m p lo y  it in a 
v a r ie ty  o f  m a in ly  s h o r t - t e r m  f in a n c ia l  in s t r u m e n ts .  
B e s id e s  g u a r a n t e e in g  to  u n d e r w r i t e  th e  w e e k ly  
T r e a s u r y  bill t e n d e r  (se e  n o te s  to  t a b le  3 .8 ) ,  th e  
d is c o u n t  m a r k e t  m a k e s  a s e c o n d a r y  m a r k e t  in v a r io u s

s h o r t - t e r m  in s t r u m e n t s ,  in c lu d in g  c e r t i f i c a t e s  o f  

d e p o s i t  a n d  c o m m e r c i a l  b ills .
T h e  b a la n c e  s h e e t  o f  t h e  m a r k e t  c a n  s h o w  

c o n s id e r a b le  c h a n g e s  o v e r  t im e ,  r e f l e c t in g  n o t  o n ly  
c h a n g e s  in in te r e s t  r a te  d i f f e r e n t i a ls  b u t  a ls o  th e  

e f f e c t s  o f  m o n e t a r y  c o n t r o l  a r r a n g e m e n t s .  F u n d s  
p la c e d  by b a n k s  w i t h  t h e  m a r k e t  a t  c a l l  a n d  o n  a 
s e c u r e d  b a s is  w e r e  in c lu d e d  as  r e s e r v e  a s s e ts  u n d e r  
t h e  c r e d i t  c o n t r o l  a r r a n g e m e n t s  p r e c e d in g  
A u g u s t  1 9 8 1 ;  w i t h  e f f e c t  f r o m  t h e  in t r o d u c t io n  o f  
m o n e t a r y  c o n t r o l  a r r a n g e m e n t s  o n  2 0  A u g u s t  1 9 8 1 ,  
e a c h  m o n e t a r y  s e c to r  in s t i tu t io n  w h o s e  a c c e p t a n c e s  

a re  e l ig ib le  f o r  d is c o u n t  a t  t h e  B a n k  o f  E n g la n d  
u n d e r t o o k  to  m a in t a in  a m i n i m u m  o f  4 %  o f  its  
e l ig ib le  l ia b i l i t ie s  in s e c u r e d  m o n e y  w i t h  m e m b e r s  o f  
t h e  m a r k e t ;  w i t h  e f f e c t  f r o m  1 8  A u g u s t  1 9 8 3 ,  t h e  
d a i ly  m i n i m u m  w a s  r e d u c e d  to  2 .5 % .

T h e  c o lu m n  O t h e r  b i l l s  - O t h e r  p u b l i c  
s e c t o r  n o  lo n g e r  a p p e a r s  in th is  ta b le .  H o w e v e r ,  
th e  s e r ie s  A E K P  a n d  A T J P  a r e  o b t a in a b l e  f r o m  t h e  

D a ta b a n k .

Table 6.6
Analysis of loans, advances and 
acceptances to UK residents by 
banks in the United Kingdom

T h e  a n a ly s is  w a s  c h a n g e d  in M a y  1 9 7 5  a lo n g  w i t h  
t h e  o t h e r  b a n k in g  s ta t is t ic s .  T h e  p r in c ip a l  
d i f f e r e n c e s  b e t w e e n  t h e  o ld  a n d  n e w  s e r ie s  w e r e  s e t  
o u t  in th e  n o t e s  to  t a b le  10  in th e  Bank of E n g l a n d  
Q u a r t e r l y  B u l l e t i n ,  D e c e m b e r  1 9 7 5 .  T h e  b r e a k  

in th e  s e r ie s  in N o v e m b e r  1981  is p a r t ly  d u e  to  t h e  
c h a n g e  in t h e  r e p o r t in g  p o p u la t io n  a n d  p a r t ly  d u e  to  
t h e  r e c la s s i f ic a t io n  o f  c e r t a in  b o r r o w e r s  a s  m o n e t a r y  
s e c to r  in s t i tu t io n s  w h i c h  to o k  t h e m  o u ts id e  t h e  s c o p e  
o f  th is  a n a ly s is .  For  d e ta i ls  o f  t h e  in s t i tu t io n s  
c o v e r e d  s e e  n o te s  t o  t a b le  6 . 4  o n  p a g e  63 .

B e fo r e  N o v e m b e r  1 9 8 3 ,  th e  a n a ly s is  w a s  b a s e d  as  

f a r  a s  p o s s ib le  o n  th e  
C la s s i f ic a t io n  o f  1 9 6 8 .  S in c e

b a s e db r o a d ly  b a s e d  on th e  
C la s s i f ic a t io n  o f  1 9 8 0 .  T h e  
a n a ly s is  r e m a i n  as b e fo r e

S t a n d a r d  In d u s t r ia l  
th e n ,  t h e  a n a ly s is  is 
S t a n d a r d  In d u s t r ia l  

m a in  o u t l in e s  o f  th e
-------- m a n u f a c t u r in g ,

f in a n c ia l ,  b u s in e s s  a n d  o t h e r  s e rv ic e s ,  p e r s o n s  — b u t  
t h e r e  h a v e  b e e n  c o n s id e r a b le  c h a n g e s  in d e ta i l ,  a n d  
t h e  n u m b e r  o f  s u b - c a t e g o r i e s  h a s  b e e n  e x p a n d e d  
f r o m  2 3  t o  30. It is n o t  t h e r e f o r e  p o s s ib le  to  
c o m p a r e  f ig u r e s  f o r  l i k e - s o u n d in g  c a t e g o r ie s  e x is t in g  
b e f o r e  th e  r e - c la s s i f i c a t io n .  T h e  c la s s i f ic a t io n  is 

b a s e d  u p o n  in d u s tr ie s ,  i r r e s p e c t iv e  o f  o w n e r  ( th a t  is 
p r iv a te ,  lo c a l  a u t h o r i t y  o r  g o v e r n m e n t ) ;  lo a n s  a re  
c la s s i f ie d  a c c o r d in g  t o  th e  m a in  a c t iv i t y  o f  th e  
b o r r o w e r .  L e n d in g  to  u n in c o r p o r a t e d  b u s in e s s e s ,  
etc .,  is a l lo c a t e d  a c c o r d in g  to  th e  t r a d e  o r
p ro fe s s io n .

T h e  a n a ly s is  c o v e r s  loans, a d v a n c e s  and 
accept ances  in b o th  s te r l in g  a n d  f o r e ig n  c u r r e n c ie s  
p r o v id e d  b y  r e p o r t in g  in s t i tu t io n s  to  t h e i r  c u s t o m e r s  
b u t  d o e s  n o t  in c lu d e  fu n d s  p la c e d  t h r o u g h  t h e  lo c a l  
a u t h o r i t y  m o n e y  m a rk e ts .

T h e  f ig u r e s  fo r  c h a n g e s  in loans, a d v a n c e s  
and a c c e p t a n c e s  in f o r e i g n  c u r r e n c i e s  h a v e  
b e e n  a d ju s t e d  to  e x c lu d e  th e  c h a n g e  in th e  s te r l in g  
v a lu e  o f  e x is t in g  b u s in e s s  in f o r e ig n  c u r r e n c y  a r is in g  
f r o m  f lu c t u a t io n s  in e x c h a n g e  ra te s .



t

^ !

\

ll

L  I

r

Section
Other financial institutions

T h e  O ther f in a n c ia l  in s t i tu t io n s  (OFI) s e c to r  
c o m p r is e s  all th e  f in a n c ia l  c o m p a n ie s  and  in s t i tu t io n s  
th a t  a re  not in th e  m o n e t a r y  s ec to r ,  a p a r t  f ro m  
c e r ta in  f in a n c ia l  b o d ies  w h ic h  a re  d e l ib e r a te ly  
c lass if ied  to  o th e r  sec tors .  T h e  N a t io n a l  S a v in g s  
Bank a n d  th e  E x c h a n g e  E q u a l is a t io n  A c c o u n t  a re  
c lass if ied  to  c e n tra l  g o v e r n m e n t ,  fo r  e x a m p le ,  
b e c a u s e  th e y  a re  an in te g ra l  p a r t  o f  its f in a n c ia l  
o p e ra t io n s .  L loyds u n d e r w r i te r s  a re  c la s s i f ie d  to  th e  
p erso n a )  s e c to r  b e c a u s e  th e r e  is no p re s e n t  p ro s p e c t  
of c o l le c t in g  d a ta  to  d is t in g u is h  t h e m  f r o m  th e  rest  
o f  th e  p e rs o n a l  sector .  S to c k b ro k e rs  a n d  jo b b e r s  a re  
c la s s if ie d  to  th e  p e rs o n a l  s e c to r  b e c a u s e  m a n y  o f  
th e s e  f i rm s  a re  u n in c o r p o ra te d  b u s in e s s e s  and  
b e c a u s e  th e i r  d e a l in g s  on o w n  a c c o u n t  a re  re la t iv e ly
s m a

T h e  m a in  a c t iv i ty  o f  OFIs is to  o b ta in  and  
re d is t r ib u te  fu n d s .  T h e  g ro u p s  o f  in s t i tu t io n s  w h ic h  
m a k e  up th e  s e c to r  a re  as  fo l lo w s .

Banking in s t i tu t io n s  in th e  C h a n n e l  Is lands  and  
th e  Isle o f  M a n  w h ic h  a re  not in th e  m o n e ta r y  
sector .

Bank h o ld in g  c o m p a n ie s .
Bu ild ing  so c ie t ies .
C re d i t  un ions.
F a c to r in g  c o m p a n ie s .
F in a n c e  le a s in g  c o m p a n ie s .
F in an c ia l  h o ld in g  c o m p a n ie s .
F in an c ia l  t ru s ts .
F r ien d ly  s o c ie t ie s .
Gold d e a le rs  w h ic h  a re  n o t  in th e  m o n e ta r y  

sector .
In s t i tu t io n s  n o t  in th e  m o n e t a r y  s e c to r  w h o s e  

m a in  a c t iv i ty  is to  e x te n d  c re d i t  a b ro a d .
In s u ra n c e  c o m p a n ie s  (in th e  c u r re n t  a c c o u n ts  

th e  l o n g - t e r m  fu n d s  a re  p a r t  o f  th e  p e rs o n a l  
s e c to r— s e e  b e lo w ) .

In s u ra n c e  h o ld in g  c o m p a n ie s .
In v e s tm e n t  tru s ts .
N o n - m o n e t a r y  s e c to r  c re d i t  c o m p a n ie s .
P ens ion  fu n d s  (in th e  c u r r e n t  a c c o u n ts  th e y  are  

p art  o f  th e  p e rs o n a l  s e c to r — s e e  b e lo w ) .  
P ro p e r ty  un it  trusts .
S p e c ia l  f in a n c e  a g e n c ie s .
U n it  t ru s ts

-  a u th o r is e d
-  u n a u th o r is e d  ( in c lu d in g  C h a n n e l  Is land unit  
t ru s ts  a n d  o th e r  o p e n  e n d e d  funds).

V e n tu re  a n d  d e v e lo p m e n t  c a p i ta l  c o m p a n ie s .

Long-term insurance and pension funds
C u rre n t  in c o m e  and  e x p e n d i tu r e  o f  p e n s io n  funds,  

and  o f lo n g - t e r m  in s u ra n c e  fu n d s ,  a re  in c lu d e d  in th e  
n a t io n a l  a c c o u n ts  u n d er  th e  p e rs o n a l  sec to r ,  bu t th e ir  
f in a n c ia l  t ra n s a c t io n s  a re  t r e a te d  as th o u g h  th e  fu n d s  
a re  OFIs. T h e  b a la n c e  o f  th e  fu n d s '  c u r re n t  in c o m e
o v e r  e x p e n d itu re ,  w h ic h  is th e i r  net a m o u n t  a v a i la b le  
fo r  in v e s tm e n t ,  is re c o rd e d  in th e  f in a n c ia l  a c c o u n ts  
as an in c re a s e  in th e  a s s e ts  o f  th e  p e rs o n a l  s e c to r  
and  th e  l ia b i l i t ie s  of th e  OFI sec to r .  T h e  fu n d s  
re m a in  th e  p ro p e r ty  o f  th e  p erso n a )  s e c to r  in th e  
fo r m  of th is  f in a n c ia l  c la im  b u t  th e i r  t ra n s a c t io n s  in 
f in a n c ia l  a ss e ts  w h ic h  m a tc h  th is  c la im  a re  
t ra n s a c t io n s  o f  th e  OFI s ec to r .  F r ien d ly  s o c ie t ie s  are.  
in p r inc ip le ,  t r e a te d  in th e  s a m e  w a y  as lo n g - t e r m  
in s u ra n c e  fu n d s .  F u r th e r  e x p la n a t io n  is g iven  in th e  
n o te s  to  S e c t io n  9.

Data collection
B ecau se  o f  th e i r  key ro le  in th e  f in a n c ia l  m arkets ,  

s a m p le s . f r o m  th e  m o s t  im p o r ta n t  g ro u p s  o f OFIs a re  
asked  to  p ro v id e  re tu rn s  o f  th e i r  f in a n c ia l  ac t iv ity .  For  
n o n - m a r k e t a b le  item s, th e  re tu rn s  id e n t i fy  th e  
c o u n te rp a r t  s e c to rs  w i th  w h ic h  th e  t ra n s a c t io n s  take  
p lace . T h is  h e lps  to  g e t  round th e  d if f ic u lty  o f  
o b ta in in g  d ire c t  in fo r m a t io n  f r o m  s o m e  o th e r  sectors ,  
p a r t ic u la r ly  th e  in d u s tr ia l  and  c o m m e rc ia l  c o m p a n ie s  
a n d  p e rs o n a l  sec tors .  It is h o p ed  to  e x te n d  re p o rt in g  
to  th e  re m a in in g  s ig n i f ic a n t  g roups  o f OFIs o v e r  th e  
n ext  f e w  years .  F ro m  th e  b e g in n in g  o f  1982, all th e  
g ro u p s  o f  OFIs h a v e  b e e n  in c lu d ed  as OFIs in th e  
s e c to r  d e f in i t io n s  e m p lo y e d  by m o n e ta r y  in s t itu t io n s  
in re p o r t in g  th e i r  c o u n te rp a r t  a n a ly s e s  o f  bank  
b o r ro w in g  a n d  len d ing , e v e n  th o u g h  s o m e  o f  th e  
s m a l le r  g ro u p s  a re  not y e t  p ro v id in g  re turns . T h e s e  
a n a ly s e s  a re  a lso  used in th e  f in a n c ia l  a cc o u n ts .  T h e
te m p o r a r y  in c o n s is te n c y  has  been  a c c e p te d  b e c a u s e  
f r e q u e n t  c h a n g e s  to  th e  d e f in i t io n s  used fo r  
m o n e ta r y  s e c to r  re p o r t in g  a re  not p ra c t ic a b le .

T h e  g ro u p s  o f  OFIs w h ic h  p ro v id e  re tu rn s  th a t  a re  
a lre a d y  used  in th e  f in a n c ia l  a c c o u n ts  a re  as fo l lo w s :

Total assets at
Number of end of 1986̂
institutions £ billion

Non-monetary sector 450^ 5.7
credit companies

Building societies 200 140 1

Property unit trusts 30 1.2
Authorised unit trusts 928 32.1
Investment trusts 200 209

Insurance companies 900 192.3
of which: other funds 33.7

long-term funds** 158.5
#

Pension funds 4.350^ 190.5

Gross assets including physical assets.
Excludes about 1,500 companies which had each granted 
less than £50.000 credit in 1976.
Includes collecting friendly societies
Includes about 3.500 small funds each with assets under
£1 million in 1979

R e tu rn s  a re  a ls o  n o w  p rov ided  by n o n - m o n e t a r y  
s e c to r  b an k in g  in s t i tu t io n s  in th e  C h a n n e l  Is lands and  
Isle o f  M a n ;  n o n - m o n e t a r y  s e c to r  go ld  dealers;  
n o n - m o n e t a r y  s e c to r  in s t i tu t io n s  th a t  e x te n d  c red it  
abroad ; sp ec ia l  f in a n c e  a g e n c ie s  and  C h an n e l  Is land  
unit  trusts .

Changes of sector
T h e  s c o p e  o f th e  OFI s e c to r  has v a r ie d  as a result  

of a d m in is t ra t iv e  c h a n g e s .  T h e  m o st  im p o r ta n t  have  
been:

(a) in N o v e m b e r  1979 , th e  T ru s te e

t.

savings
banks o rd in a ry  d e p a r tm e n t  w a s  m o v e d  f ro m  
th e  c e n tra l  g o v e rn m e n t  sec to r  and  
a m a lg a m a te d  w i t h  th e  n e w  d e p a r tm e n t  in 
th e  OFI sector .  (For s ta t is t ica l  purposes  this  
c h a n g e  w a s  re g a rd e d  as tak ing  p lace  at the  
end  o f  th e  th ird  q u a r te r  1979).

(b) a t th e  e n d  o f 1980, th e  N a t io n a l  Sav ings  
Bank in v e s tm e n t  a c c o u n t  w a s  m o v e d  f ro m  
th e  OFI s e c to r  in to  th e  c en tra l  g o v e rn m e n t  
sector.

(c) A t th e  e n d  of 1979, th e  C ro w n  A gents  w a s

I
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m o v e d  f r o m  th e  OFI s e c to r  in to  th e  p u b l ic  

c o r p o r a t io n s  s ec to r .
a t th e  e n d  o f 1 9 8 1 ,  t h e  T r u s t e e  s a v in g s  
banks  as  a w h o le  w e r e  m o v e d  f r o m  t h e  OFI  
s e c to r  in to  t h e  m o n e t a r y  s e c to r .

Table 7.1
Sources and uses of funds of other 
financial institutions

T h is  ta b le  is in te n d e d  to  s h o w  t r a n s a c t io n s  in 
OFIs' f in a n c ia l  l ia b i l i t ie s  (s o u rc e s  o f  fu n d s )  s e p a r a t e ly  
f r o m  t r a n s a c t io n s  in t h e i r  f in a n c ia l  a s s e ts  (u s e s  o f  
fu n d s ) .  In p r in c ip le ,  r e c e ip ts  f r o m  all s o u r c e s  
in c lu d in g  o th e r  O FIs  a re  in c lu d e d ,  as  a re  p a y m e n t s  
fo r  all u ses  in c lu d in g  p a y m e n t s  to  o th e r  OFIs.  
P ro p e r ty  u n it  t ru s ts '  r e c e ip ts  f r o m  s a le s  o f  u n i ts  fo r  
e x a m p le  a re  r e c o r d e d  as  a s o u rc e .  T h e  u n i ts  a re  
sold  m a in ly  to  p e n s io n  fu n d s  a n d  t h e s e  t r a n s a c t io n s  
a re  re c o r d e d  a g a in  u n d e r  other financial a s s e t s 
(UK)  as a use  o f  fu n d s  by p e n s io n  fu n d s .  T h is  
t r e a t m e n t  d i f fe r s  f r o m  t h a t  in t h e  f in a n c ia l  a c c o u n ts  
( ta b le  1.8) w h e r e  o n ly  t h e  OFIs ' n e t  t r a n s a c t io n s  w i t h  
o th e r  s e c to rs  a re  re c o rd e d .  T h e  t a b le  is n o t  a 
c o m p le t e ly  u n c o n s o l id a te d  s o u r c e s  a n d  u ses  o f  fu n d s  
a c c o u n t ,  h o w e v e r ,  s in c e  n o t  all t r a n s a c t io n s  w i t h in  
th e  s e c to r  a re  id e n t i f ie d .

T h e  ta b le  fa l ls  s h o r t  o f  th e  fu l l  s o u r c e s  a n d  u ses  
p r e s e n ta t io n  in n o t  in c lu d in g  s a v in g ,  e x p e n d i t u r e  on  
p h y s ic a l  a s s e ts  (e x c e p t  land, p r o p e r t y  and 
g r o u n d  rents,  s e e  b e lo w )  a n d  o t h e r  c a p i ta l  a c c o u n t  
i te m s .  T h e s e  a re  n o t  e s t im a t e d  f o r  O FIs  s e p a r a t e ly  
on a q u a r te r ly  basis . T h e r e  a re ,  t h e r e f o r e ,  no  
q u a r te r ly  e s t im a t e s  o f th e  f i nanc i al s u r p l u s  or 
deficit  o r  o f  th e  bal a n d  ng item  as d e f in e d  in 
th e  f in a n c ia l  a c c o u n ts .  T h e  re s id u a l  in th e  t a b le  is 
o n ly  th e  d i f f e r e n c e  b e t w e e n  t h e  t o t a l  s o u rc e s  a n d  
to ta l  u ses  s h o w n .

T h is  t a b le  in c lu d e s  e x p e n d i t u r e  o n  land, 
p r o p e r t y  and g r o u n d  rents  a n d  o t h e r  f i x e d  
assets in the UK, w h ic h  a re  t r e a t e d  in th e  n a t io n a l  
a c c o u n ts  as  p a r t  o f  c a p i ta l  e x p e n d i tu r e .  T h e  o th e r  
i te m s  a re  th e  f in a n c ia l  t r a n s a c t io n s  w i t h  i n t r a - s e c t o r  
t r a n s a c t io n s  e n t e r e d  on b o th  s id e s  o f  th e  a c c o u n t .  
T h e  d i f f e r e n c e  b e t w e e n  t o t a l  u s e s  o f  fu n d s  
(e x c lu d in g  land, p r o p e r ty  a n d  g r o u n d  re n ts  a n d  o th e r  
f ix e d  a s s e ts  in th e  UK) a n d  t o t a l  s o u r c e s  o f  fu n d s  
t h e r e f o r e  e q u a ls  total financial t r a n s a c t i o n s  
as s h o w n  in t a b le  1.8.

Scope of headings
B u i l d i n g  s o c i e t y  d e p o s i t s  c o m p r is e  th e  

i te m s  n e t  increase in shares a n d  d e p o s i t s  
o u t s t a n d i n g  a n d  time d e p o s i t s  and 
c e r t i f i c a t e s  of d e p o s i t s  in t a b le  7 .6 ,  a n d  
in c lu d e s  s o m e  s m a lt  re c e ip ts  b y  b u i ld in g  s o c ie t ie s  
f r o m  in s u ra n c e  c o m p a n ie s ;  th e s e  a re  n e t te d  o f f  in 
th e  ta b le  1 .8  p re s e n ta t io n .

O t h e r  d e p o s i t s  c o m p r is e s  d e p o s i ts  w i t h  
f in a n c e  houses , d e p o s i ts  w i t h  th e  C r o w n  A g e n ts  (to  
e n d - 1 9 7 9  w h e n  th e  C r o w n  A g e n ts  b e c a m e  a p u b l ic  
c o r p o ra t io n  a n d  d e p o s i ts  w i t h  th e  C e n t r a l  T r u s t e e  
S a v in g s  Bank m a d e  by th e  T r u s t e e  s a v in g s  banks.  
T h e  las t a re  a lso  In c lu d e d  in 'U s e s  o f  fu n d s '  u n d e r  
other liquid assets  or o t h e r  financial 
assets  a c c o rd in g  to  w h e t h e r  th e  d e p o s i ts  a re  s ig h t  
or t im e  d ep o s its .  T h e  s e r ie s  t e r m i n a t e s  at e n d - 1 9 8 1
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r e v e n u e
in c lu d e d

w h e n  in s t i tu t io n s  w h ic h  c o n t in u e d  t o  ta k e  d e p o s i ts  
u n d e r  th e  t e r m s  o f  t h e  B a n k in g  A c t  1 9 7 9  b e c a m e  p a r t  

o f  th e  m o n e t a r y  s e c to r .
Bank b o r r o w i n g  in c lu d e s  a d v a n c e s  a n d  loan s ,  

bills d is c o u n t e d  a n d  f r o m  th e  th i rd  q u a r t e r  o f  1 9 7 5 ,  
m a r k e t  loan s .

Uni  t  trust uni ts c o m p r is e s  th e  net s a l e s  of 
units  a s  s h o w n  in t a b le  7 .1 0  e x c lu d in g  u n i t is a t io n  

o f  i n v e s t m e n t  t ru s ts .  T h e  id e n t i f ie d  t r a n s a c t io n s  in 
u n it  t r u s ts  o f  o t h e r  f in a n c ia l  in s t i tu t io n s  a r e  n e t t e d  
o f f  th e  f ig u r e s  s h o w n  in t a b le  1.8 .

T h e  h e a d in g  p r o p e r t y  unit trust u n i t s  and 
LAMIT c o m p r is e s  t h e  s u m  o f  n e t  s a le s  o f  u n i ts  a s  
p r e s e n te d  in t a b le  7 .9 ,  a n d  th e  n e t  a c q u is i t io n  o f  
Local A u t h o r i t i e s  M u t u a l  I n v e s t m e n t  Trust 
u n its  by  lo c a l  a u t h o r i t i e s  p e n s io n  f u n d s  as s h o w n  in 
t a b le  7 .1 4 .  O n ly  t h e  s a le s  o f  p r o p e r t y  u n it  t r u s t  u n i ts  
to  c h a r i t ie s  a r e  in c lu d e d  in th e  f in a n c ia l  a c c o u n ts  
t a b le  u n d e r  m i s c e l l a n e o u s  d o m e s t i c
inst rument s .

Net inflow into life a s s u r a n c e  a n d
p e n s i o n  funds  is t h e  b a la n c e  w h ic h  t h e  fu n d s  h a v e
a v a i la b le  f o r  in v e s t m e n t  as  a re s u l t  o f  t h e i r  c u r r e n t

a n d  e x p e n d i t u r e  o p e r a t io n s ,  w h ic h  a re
in th e  p e r s o n a l  s e c t o r  a c c o u n ts .  T h e

b a la n c e  is t r e a t e d  a s  p a id  by p e r s o n s  to  O F Is  in t h e  
f in a n c ia l  a c c o u n t  a n d  its s u b s e q u e n t  i n v e s t m e n t  is 
a c c o u n t e d  f o r  in th e  O FI s e c to r  a c c o u n ts .  T h e  
a n n u a l  f ig u r e s  a re  ta k e n  f r o m  th e  e s t i m a t e d  r e v e n u e  
a c c o u n t  o f  t h e  fu n d s ;  th e  q u a r t e r ly  f ig u r e s  a re  i n t e r 
p o la t io n s  b a s e d  o n  th e  fu n d s '  to ta l  i n v e s t m e n t  as  
r e c o r d e d  in t h e i r  d i r e c t  f in a n c ia l  r e tu r n s  (as  s h o w n  in 
t a b le  7 .1 3  f o r  in s u r a n c e  c o m p a n y  l o n g - t e r m  f u n d s  
a n d  in t a b le  7 . 1 4  f o r  p e n s io n  fu n d s )  w i t h  p r o je c t io n s  
fo r  q u a r t e r s  d u r in g  th e  c u r r e n t  y e a r .  A n y  d i f f e r e n c e s  
b e t w e e n  th e  a n n u a l  r e v e n u e  a c c o u n t  b a la n c e  o r  th e  
q u a r t e r ly  in t e r p o la t io n s  o r  p r o je c t io n s  a n d  th e  
r e p o r te d  i n v e s t m e n t  t o t a ls  c o n t r ib u t e  to  t h e  OFI  
s e c to r  / a n c  / n g  item.

O f f i c i a l  loans  c o n s is t  o f  r e p a y m e n t s  o f  lo a n s  
to  b u i ld in g  s o c ie t ie s  a d v a n c e d  d u r in g  1 9 5 9  to  1961  
u n d e r  th e  H o u s e  P u r c h a s e  a n d  H o u s in g  A c t  1 9 5 9  a n d  
th e  £ 5 0 0  m i l l io n  lo a n  u n d e r  th e  s c h e m e  a n n o u n c e d  
by th e  S e c r e t a r y  o f  S t a t e  f o r  th e  E n v i r o n m e n t  o n  
10 A p r i l  1 9 7 4  a n d  a ls o  lo a n s  to  s p e c ia l  f i n a n c e  

a g e n c ie s .
O t h e r  l i a b i l i t i e s  in c lu d e s  o t h e r  lending 

by financial i n s t i t u t i o n s  as in c lu d e d  in 
t a b le  1 .8  a n d  c e r ta in  o t h e r  m is c e l la n e o u s  l ia b i l i t ie s .  
S h o r t - t e r m  b o r r o w in g  in th e  U n i te d  K in g d o m , a n d  
s h o r t - t e r m  b o r r o w in g  a n d  i n t r a - c o m p a n y  in v e s t m e n t  
o v e rs e a s ,  a re  in c lu d e d  u n d e r  th e  s u b - h e a d i n g s  UK 
a n d  o v e r s e a s  re s p e c t iv e ly .

T h e  a c c r u a l s  a d j u s t m e n t  c o v e r s  b u i ld in g  
s o c ie ty  a c c r u e d  in te r e s t  as in t a b le  7 .7  a n d  ta x  
re s e rv e s ,  th e  d i f f e r e n c e  b e t w e e n  th e  a c c r u a ls  a n d  
c a s h  f ig u r e s  o f  in te r e s t  o n  b a n k  a d v a n c e s  a n d  b a n k  
d e p o s its ,  a n d  c h a n g e s  in b a la n c e s  in r e s p e c t  o f  
in c o m e  ta x  on w a g e s  a n d  s a la r ie s  a n d  n a t io n a  
in s u ra n c e  c o n t r ib u t io n s  p a y a b le  by OFIs.

O t h e r  liquid a s s e t s  c o v e r  T r e a s u r y  bills , ta x  
in s t r u m e n ts ,  loca l a u t h o r i t y  t e m p o r a r y  d e b t ,  d e p o s i ts  
w it h  b u i ld in g  s o c ie t ie s  by in s u ra n c e  c o m p a n ie s  a n d  
p e n s io n  fu n d s  and , up t o  th e  e n d  o f  1 9 8 1 ,  s ig h t  
d e p o s i ts  by th e  T r u s t e e  s a v in g s  b a n k s  w i t h  th e  
C e n t r a l  T r u s t e e  S a v in g s  Bank.

B r i t i s h  g o v e r n m e n t  s e c u r i t i e s  in c lu d e s  
t r a n s a c t io n s  in N o r th e r n  I re la n d  c e n t r a l  g o v e r n m e n t  
debt.

Local authori ty l o n g e r - t e r m  debt  in c lu d e s
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loans by loca l a u th o r i ty  p e n s io n  fu n d s  to  th e i r  p a r e n t  

a u th o r i ty .
UK company securities  a n d  overseas 

securities.  T h e  t ra n s a c t io n s  f ig u r e s  re la te  to  
e s t im a te s  f r o m  th e  re tu rn s  a n d  a re  s h o w n  h e re  a f t e r  
d e d u c t io n  of th e  costs  o f  t ra n s a c t io n s .

L o a n s  and mo r t ga g e s  for house p u r c h a s e  is 
th e  s a m e  i te m  th a t  a p p e a rs  in ta b le  1 .8  a n d  in c lu d e s  
loans  by b u ild ing  so c ie t ies ,  in s u ra n c e  c o m p a n ie s ,

fu n d s  and  m is c e l la n e o u s  f in a n c ia lp en s io n  
in s t i tu t io n s .

L o a n s  and m o r t g a g e s : other  in c lu d e s  lo an s  by  
p e n s io n  fu n d s  (o th e r  th a n  th o s e  o f lo c a l  a u th o r i t ie s )  
to  th e  p a re n t  o rg a n is a t io n ,  lo an s  by  f in a n c e  h o u se s  
and  o th e r  lo an s  a n d  m o r tg a g e s .

Other financial assets  c o m p r is e s  th ec o m p r is e s
p u rc h a s e  o f  un it  t ru s t  u n its  by in s u ra n c e  c o m p a n ie s  
a n d  in v e s tm e n t  tru s ts ,  n e t  sa les  o f  p r o p e r t y  un it  t ru s t  
units  to  p e n s io n  fu n d s ,  d e p o s i ts  w i t h  th e  C r o w n  
A g en ts ,  up to  th e  e n d  o f  1 9 7 9  w h e n  th e  c r o w n  
A g e n ts  b e c a m e  a p u b lic  c o rp o ra t io n ,  and , up to  th e  
e n d  o f  1981 ,  t im e  d e p o s i ts  by T r u s t e e  s a v in g s  banks  
w it h  th e  C e n tra l  T r u s te e  S a v in g s  B ank  (alt o f  w h ic h  
are  in t r a - O F I  s e c to r  t ra n s a c t io n s )  s h o r t - t e r m  a s s e ts  
a n d  o th e r  in v e s tm e n t  in th e  U n i te d  K in g d o m  and,  
o th e r  in v e s tm e n t  and  s h o r t - t e r m  a s s e ts  o v e rs e a s .  
In v e s tm e n ts  in a n t iq u e s  a n d  w o rk s  o f  a r t  a re  in c lu d e d  
u n d e r  th is  h e a d in g  a l th o u g h  th e y  a re  not s tr ic t ly  
f in a n c ia l  assets .

Compilation and timeiiness
T h e s e  a re  d e s c r ib e d  in th e  n o te s  to  th e  o th e r

ta b le s  th a t  fo l lo w .  F ig u res  a re  e n t e r e d  in th is  ta b le  
o n e  m o n th ,  t w o  m o n th s  or t h r e e  m o n th s  a f t e r  th e  
q u a r te r  to  w h ic h  th e y  re la te ,  a c c o rd in g  to  w h e n  th e y  
b e c o m e  a v a i la b le .  T h e r e  a re  a ls o  m o r e  g e n e ra l  
n o te s  on th e  d e r iv a t io n  o f  OFI s e r ies  f o r  th e  f in a n c ia l
in s t ru m e n ts  d is t in g u is h e d  in th e  f in a n c ia l  a c c o u n ts  
u n d e r  th e  n o te s  to  S e c t io n  1 (see  p a g e  16).

Further references
S u m m a r y  f ig u re s  fo r  in s t i tu t io n a l  in v e s tm e n t  a re  

also  g iv e n  in n o te s  to  ta b le  7 .3 .  A  p ress  n o t ic e  on  
in s t i tu t io n a l  in v e s tm e n t  is p u b l is h e d  16 w e e k s  a f te r  
th e  q u a r te r  to  w h ic h  it re la tes .

T h e  c o lu m n s Deposits  “ NSB i nvestment 
account  AG Q D, Depo si t s  - Trustee savings 
banks  AGQC, Other deposi ts A G Q E  a n d  Official 
loans  A A M P  no lo n g e r  a p p e a r  in th is  ta b le .  
H o w e v e r ,  th e  ser ies  a re  o b ta in a b le  f ro m  th e  
D a ta b a n k .

Table 7.2
Turnover in securities by other
financial institutions

T h is  ta b le  s h o w s  tu r n o v e r  (i.e. p u rc h a s e s  plus 
sales) fo r  c e r ta in  f in a n c ia l  in s t i tu t io n s  of;

(a) UK o rd in a ry  shares
(b) o th e r  UK c o m p a n y  s ec u r i t ie s
(c) o v e rs e a s  o rd in a ry  shares
(d) o th e r  o v e rs e a s  c o m p a n v  s e c u r i t ie s  andc o m p a n y

g o v e r n m e n t  s e c u r i t ie s
D e ta i ls  a re  s h o w n  fo r  p en s ion  funds , in su ran ce  

c o m p a n ie s  ( lo n g - t e r m  a n d  o th e r  fu n d s ) ,  in v e s tm e n t  
t ru s ts  and  unit  trusts.

T h e  f ig u re s  c o m p r is e  l is ted s e c u r i t ie s  o n ly  and

m a y  be  c o m p a r e d  w i t h  tu r n o v e r  f ig u re s  fo r  th e  S to c k  
E x c h a n g e  s h o w n  in ta b le  1 2 .3 ,  b u t  it sh o u ld  be n o ted  
th a t  in s t i tu t io n s  m a y  not t r a n s a c t  all th e i r  s h a re s  on  
th e  S to c k  E x c h a n g e .  C o m p le te  f ig u re s  a re  a v a i la b le  
in th e  d e ta i l  s h o w n  o n ly  f r o m  1979 .

Table 7.3
Institutional investment

T h e  f i rs t  p a r t  o f  th e  ta b le  b r ing s  to g e th e r  f ig u re s  
f r o m  v a r io u s  ta b le s  in S e c t io n  7 to  a n a ly s e  to ta l  
in s t i tu t io n a l  in v e s tm e n t  in British g o v e r n m e n t  
s e c u r i t ie s ,  UK o rd in a ry  s h ares ,  o v e rs e a s  o rd in a ry  
s h a re s  a n d  land, p ro p e r ty  a n d  g ro u n d  re n ts  b e tw e e n  
th e  v a r io u s  ty p e s  o f  in s t i tu t io n .  T h e  s e c o n d  p a r t  o f  
th e  ta b le  a n a ly s e s  in v e s tm e n t  in all th e  m a in  ty p e s  o f  
f in a n c ia l  a s s e t  b e t w e e n  th e  m a in  g ro u p s  o f  
in s t i tu t io n s .

T h e  f ig u re s  fo r  other financial assets 
in c lu d e  co s ts  in c u rre d  in s h a re  t ra n s a c t io n s .  T h e s e  
ta b le s  a re  p u b l is h e d  w i th  c o m m e n t a r y  by  press  
n o t ic e  a b o u t  t w o  w e e k s  b e fo re  th e  f ig u re s  a p p e a r  in
Financial Statistics.

Tables 7.4 and 7.5
T h e s e  ta b le s  g iv e  f ig u re s  fo r  th e  b u s in esses  

w h ic h  a re  t ra d i t io n a l ly  re g a rd e d  as  p a r t ic u la r ly  
c o n c e rn e d  w i t h  p ro v is io n  o f  c red it .  T a b le  7 .4  g ives  
f ig u re s  fo r  th e  f in a n c ia l  in s t i tu t io n s  p a r t ic u la r ly  

’ c o n c e rn e d  w i t h  p ro v is io n  o f  c re d it  w h e r e  not  
in c lu d e d  in o th e r  sec tors ,  i.e. it e x c lu d e s  a n y  w h ic h  
a re  l ic e n s e d  d e p o s i t  takers  (LD Ts) a n d  th e r e fo r e  in 
th e  m o n e ta r y  s ec to r ,  and  it e x c lu d e s  u n in c o rp o ra te d  
c re d i t  g ra n to rs ,  w h ic h  a re  in th e  p e rs o n a l  sector .  
T a b le  7 .4  th e r e fo r e  g ives  f ig u re s  fo r  a g ro u p  o f OFIs  
c o n s is te n t  w i t h  th e  s e c to r  c la s s i f ic a t io n s  o f th e  
f in a n c ia l  a c c o u n ts .  T a b le  7 .5  is on a w id e r  c o v e ra g e  
w h ic h  s tra d d le s  s e c to r  b o u n d a r ie s .  As w e l l  as th e  
in s t i tu t io n s  c o v e re d  in ta b le  7 .4 ,  it in c lu d es  sp ec ia l is t  
c re d i t  g ra n to rs  in th e  m o n e ta r y  s e c to r  a n d  in th e  
p e rs o n a l  s e c to r  as  u n in c o rp o ra te d  bus inesses , and  it 
in c lu d e s  f ig u re s  fo r  re ta i le rs ,  w h ic h  a re  m a in ly  in th e  
in d u s tr ia l  a n d  c o m m e r c ia l  c o m p a n ie s  sector .

Both ta b le s  in c lu d e  c re d i t  g ra n te d  to  c o m p a n ie s  
a n d  u n in c o rp o ra te d  b u s in esses  as w e l l  as c o n s u m e r  
c re d i t  (d e f in e d ,  in princ ip le ,  in th e  f in a n c ia l  a c c o u n ts  
as len d in g  to  in d iv id u a ls  fo r  e x p e n d itu re  on goods  
and  serv ices ) .  B ro a d e r  f ig u re s  fo r  c o n s u m e r  c re d it  
o n ly  (w h ic h  a re  in te n d e d  to  be c o m p re h e n s iv e  in th a t  
th e y  in c lu d e  e s t im a te s  o f c o n s u m e r  c re d it  g ra n te d  by  
o th e r  g ro u p s  o f OFIs and  all banks, not ju s t  th o s e  
s p e c ia l is in g  in g ra n t in g  c o n s u m e r  c red it )  a re  g iven  
a m o n g  th e  ta b le s  fo r  th e  p e rs o n a l  s e c to r  in ta b le  9 .3 .

T a b le s  7 .4  a n d  7 .5  c o v e r  th e  t w o  b ro ad  fo rm s  o f  
cred it:

loans  fo r  f ixed  s u m s  to  f in a n c e  p a r t ic u la r  
p u rc h a s e s
d r a w in g s  on ex is t ing  c re d it  a r ra n g e m e n ts ,  
o fte n  te r m e d  runn ing  accounts .

T h e y  do not inc lude  f ig u re s  fo r  a c c o u n ts  w h ic h  
sh o u ld  n o rm a l ly  be s e tt led  in fu ll  by th e  e n d  o f th e  
a c c o u n t  per io d  and  w h e r e  th e re  a re  no fo r m a l  c red it  
a r ra n g e m e n ts .

W i th  f i x e d - s u m  c re d it  th e  p u rc h a s e r  n o rm a lly  
m a k e s  a d o w n  p a y m e n t  and  pays  th e  b a la n c e  in 
eq u a l  in s ta lm e n ts ,  w h ic h  in c lu d e  in te re s t  charges.

G
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o v e r  an  a g r e e d  p e r io d .  F i x e d - s u m  c r e d i t  c a n  be  
p ro v id e d  by  a f in a n c e  h o u s e  o r  o t h e r  s p e c ia l is t  c r e d i t  
g r a n to r  e i th e r  d i r e c t ly  o r  w i t h  a r e t a i l e r  (o r  m o t o r  

t r a d e r )  a c t in g  as  a g e n t  o r  it c a n  b e  p r o v id e d  by  a 
r e ta i le r  f r o m  his o w n  re s o u r c e s .  It m a y  a ls o  be  
p ro v id e d  by  a c h e c k  t r a d e r ,  w h e r e  t h e  p u r c h a s e r  u s e s  
a t ra d in g  c h e c k  d r a w n  o n  h is  a c c o u n t  w i t h  t h e  c h e c k  
t ra d e r ,  th o u g h  th is  is b e c o m in g  le s s  c o m m o n .

W i t h  ru n n in g  a c c o u n t  c r e d i t  t h e  p u r c h a s e r  

n o r m a l ly  r e c e iv e s  his a c c o u n t  m o n th ly ,  w h e n  he  h as  
th e  o p t io n  o f  n o t  p a y in g  in fu l l ,  w i t h  in te r e s t  b e in g  
c h a r g e d  on a n y  b a la n c e  le f t  u n p a id .  A  c o m m o n  
a r r a n g e m e n t  is fo r  th e  p u r c h a s e r  to  p a y  a f ix e d  
a m o u n t  e a c h  m o n th  by  s ta n d in g  o rd e r .  T h e  
p u rc h a s e s  m a y  be  m a d e  in a v a r i e t y  o f  w a y s .  For  
e x a m p le ,  t h e  p u r c h a s e r  m a y  s ig n  t h e  bill ,  o r  h e  m a y  
use s o m e  f o r m  o f  c r e d i t  c a rd  ( s o m e  o f  w h ic h  a re  
v a l id  o n ly  f o r  a p a r t ic u la r  r e t a i le r  a n d  s o m e  m o r e  
g e n e ra l ly ) ,  o r  h e  m a y  u s e  a s p e c ia l  c h e q u e  b o o k  
(n o r m a l ly  v a l id  o n ly  fo r  a p a r t i c u la r  r e ta i le r ) .  As  fo r  
f i x e d - s u m  c re d i t ,  ru n n in g  a c c o u n t  c r e d i t  m a y  be  
p ro v id e d  by  th e  r e t a i le r  f r o m  his o w n  r e s o u r c e s  o r  it 
m a y  be p r o v id e d  by a f in a n c e  h o u s e  o r  o t h e r  
s p e c ia l is t  c r e d i t  g ra n to r .  C r e d i t  f r o m  s p e c ia l is t  

g r a n to r s  in c lu d e s  m u c h  o f  th e  c r e d i t  o b t a in e d  by  
c a rd s  fo r  u s e  o n ly  w i t h  p a r t i c u la r  r e ta i le r s ,  b e c a u s e  
m a n y  r e ta i le r s  h a v e  a r r a n g e m e n t s  f o r  s p e c ia l is t  
g r a n to r s  to  run s c h e m e s  f o r  t h e m  o r  h a v e  s e t  up  
s e p a r a t e  s u b s id ia r y  c o m p a n ie s  t o  o p e r a t e  t h e i r  c r e d i t  

s c h e m e s .
But c re d i t  b y  m e a n s  o f  c a r d s  is s u e d  by  h ig h  

s t r e e t  banks, su ch  as V is a  o r  A c c e s s ,  is n o t  in c lu d e d  
in t h e  f ig u r e s  f o r  r e ta i le r s  o r  s p e c ia l is t  c o n s u m e r  
c re d i t  g ra n to rs .  It is in c lu d e d  in t h e  f ig u r e s  fo r  
le n d in g  by th e  m o n e t a r y  s e c to r ,  t h o u g h  su ch  c r e d i t  to  
in d iv id u a ls  is s h o w n  s e p a r a t e ly  in t a b l e  9 .3 .

Table 7.4
Non-monetary sector credit 
companies

T h is  t a b le  w a s  r e c o n s t r u c t e d  in J u n e  1 9 8 3 ,  u s in g  
re b a s e d  d a ta  and , f r o m  t h e  b e g in n in g  o f  1 9 8 2 ,  re s u l ts  

f r o m  a n e w  in q u iry  fo rm .
T h e  m a in  b u s in e s s  o f  n o n - m o n e t a r y  s e c to r  c r e d i t  

c o m p a n ie s  is th e  d ire c t  f in a n c in g  o f  in s t a lm e n t  c r e d i t  
s a le s  o f  m o t o r  v e h ic le s ,  c a r a v a n s  a n d  h o u s e h o ld  
g o o d s ,  m a in ly  to  p e rs o n s ;  t o g e t h e r  w i t h  a s u b s ta n t ia l  
a m o u n t  o f  f a r m ,  in d u s t r ia l  a n d  b u i ld in g  p la n t  a n d  
e q u ip m e n t  to  b u s in e s s e s .  T h e  m a in  s o u r c e  o f  f u n d s  
fo r  th e s e  c o m p a n ie s  is f r o m  o t h e r  s e c to rs ,  
p a r t ic u la r ly  th e  m o n e t a r y  s e c to r  a n d  o t h e r  f in a n c ia l  
in s t i tu t io n s .

Coverage
T h e  ta b le  c o v e rs  f in a n c e  h o u s e s  a n d  o t h e r  c r e d i t  

c o m p a n ie s  ( in c lu d in g  c h e c k  t r a d e r s  a n d  m o n e y  
le n d e rs ) .  T h e y  e x c lu d e  a u t h o r is e d  in s t i tu t io n s  u n d e r  
th e  B an k in g  A c t  1 9 8 7  ( w h ic h  f o r m  th e  m o n e t a r y  
s e c to r ) ,  re ta i le rs ,  b u i ld in g  s o c ie t ie s  a n d  in s u r a n c e  
c o m p a n ie s .  T h e r e  is a m a jo r  b r e a k  a t  th e  e n d  o f  
1981 w h e n  s e v e ra l  c o m p a n ie s  jo in e d  th e  m o n e t a r y  
s e c to r  as l ic e n s e d  d e p o s i t  ta k e rs  u n d e r  th e  t e r m s  o f  
th e  B ank ing  A c t  1979 .

Compilation
T h e  f ig u r e s  a r e  o b t a in e d  f r o m  q u a r t e r ly  r e tu r n s  to  

t h e  D e p a r t m e n t  o f  T r a d e  a n d  In d u s t r y  f r o m  a s a m p le  
o f  n o n - m o n e t a r y  s e c t o r  c r e d i t  c o m p a n ie s ,  g r o s s e d  u p  
o n  t h e  b a s is  o f  a 'b e n c h m a r k '  in q u iry  to  all c o n s u m e r  

c r e d i t  g r a n t o r s  c o n d u c t e d  in r e s p e c t  o f  1 9 7 6 .  A  n e w  
q u a r t e r l y  in q u iry  c o v e r in g  th e  w h o le  o f  t h e  b a la n c e  

s h e e t  w a s  in t r o d u c e d  a t  t h e  b e g in n in g  o f  1 9 8 2 .  T h e  
e a r l i e r  f ig u r e s  a r e  r a t h e r  m o r e  a p p r o x im a t e .  In 
p a r t ic u la r ,  d a ta  f o r  s o m e  i t e m s  ( f o o t n o t e d  in th e  

t a b le )  w e r e  c o l le c t e d  o n ly  a n n u a l ly  a n d  q u a r t e r ly  
t r a n s a c t io n s  fo r  t h e m  h a v e  b e e n  in te r p o la te d .

T h e  c o m p a n ie s  r e p o r t  le v e ls  (h o ld in g s  a n d  
a m o u n t s  o u t s t a n d in g )  o f  t h e i r  a s s e ts  a n d  l ia b i l i t ie s .  
N e t  a c q u is i t io n s  a r e  o b t a in e d  b y  s u b t r a c t in g  t h e  le v e l  
a t  th e  b e g in n in g  o f  th e  q u a r t e r  f r o m  t h e  le v e l  a t  th e  
e n d .  W h e n  a c o m p a n y  c o m e s  w i t h in  o r  le a v e s  th e  

s c o p e  o f  th is  in q u iry ,  n e t  a c q u is i t io n s  in th e  q u a r t e r  
a re  e s t i m a t e d  on th e  b a s is  o f  t h e  n e w  c o v e r a g e .  For  
th is  r e a s o n  th e  f ig u r e s  f o r  n e t  a c q u is i t io n s  d u r in g  th e  
y e a r  d o  n o t  a l w a y s  e q u a l  t h e  d i f f e r e n c e s  in le v e ls  a t  

th e  b e g in n in g  a n d  e n d  o f  y e a r .

Scope of headings
Cert i f i c a t e s  of d e p o s i t  in c lu d e s  p r o m is s o r y  

n o te s  a n d  a n y  o t h e r  n e g o t ia b le  p a p e r  is s u e d  by  th e  

m o n e t a r y  s e c to r .
O t h e r  c u r r e n t  a s s e t s  in c lu d e s  i t e m s  in 

s u s p e n s e  a n d  d e b i t  i t e m s  in c o u r s e  o f c o l le c t io n .
L o a n s  a n d  a d v a n c e s  c o v e r s  all t y p e s  o f  le n d in g ,  

in c lu d in g  i n s t a l m e n t  c r e d i t  a n d  ch ecks ,  v o u c h e r s ,  e tc .  
is s u e d  b u t  n o t  r e d e e m e d .  It in c lu d e s  lo a n s  to  
u n c o n s o l id a t e d  s u b s id ia r y  a n d  a s s o c ia te  c o m p a n ie s  
o f  c o n t r ib u t o r s  t o  th e  in q u iry .  It e x c lu d e s  u n e a r n e d  
c r e d i t  c h a r g e s  ( w h ic h  c o m p r is e  th e  in te r e s t  
p a y m e n t s  d u e  o v e r  th e  r e m a in in g  lo a n  p e r io d  fo r  
f i x e d - s u m  a g r e e m e n t s  a t  f ix e d  r a te s  o f  in te re s t ) .  
F r o m  th e  e n d  o f  1 9 8 5  a m o u n t s  o u t s t a n d in g  on  
f i n a n c e  le a s e s  a r e  in c lu d e d .  P r io r  t o  th is  th e s e  
a m o u n t s  a r e  in c lu d e d  in P h y s i c a l  a s s e t s  in U K  .

B l o c k  d i s c o u n t s  is c o m p r is e d  o f  f in a n c e  
p r o v id e d  t o  r e t a i le r s  (a n d  o c c a s io n a l ly  s m a l le r  
a m o u n t s  to  o t h e r  f in a n c ia l  in s t i tu t io n s )  a g a in s t  th e  

s e c u r i t y  o f  c r e d i t  a g r e e m e n t s  in i t ia te d  by  t h e m .
P e r s o n s  in c lu d e s  u n in c o r p o r a t e d  b u s in e s s e s .
C o m p a n y  a n d  g o v e r n m e n t  s e c u r i t i e s  in c lu d e s  

i n v e s t m e n t  in o t h e r  c o m p a n ie s  in th e  c o n t r ib u to r 's  

g ro u p .
C o m m e r c i a l  b i l l s  in c lu d e s  p r o m is s o r y  n o te s

a n d  o t h e r  n e g o t ia b le  p a p e r .
B o r r o w i n g  in c lu d e s  b o r r o w in g  f r o m  o th e r

c o m p a n ie s  in th e  c o n t r ib u to r 's  g ro u p .
S h o r t - t e r m  b o r r o w i n g  from m o n e t a r y

s e c t o r  e x c lu d e s  d e p o s i ts .
L o n g e r - t e r m  b o r r o w i n g  f r o m  m o n e t a r y

s e c t o r  in c lu d e s  d e p o s i ts .  (F ro m  th e  b e g in n in g  o f  
1 9 8 2 ,  c r e d i t  c o m p a n ie s  r e m a in in g  o u ts id e  th e  
m o n e t a r y  s e c to r  w e r e  n o  lo n g e r  p e r m i t t e d  to  a c c e p t  

d e p o s i ts  as  d e f in e d  in th e  B a n k in g  A c t  1 9 7 9 ) .
O t h e r  c u r r e n t  l i a b i l i t i e s  in c lu d e s  i t e m s  in 

s u s p e n s e  a n d  c r e d i t  i t e m s  in c o u r s e  o f t r a n s m is s io n .
C a pital issues  in c lu d e s  p r e f e r e n c e  s h a r e s  a n d  

d e b e n t u r e s  as w e l l  as o r d in a r y  s h ares .
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Use in the financial accounts
T h e  f ig u re s  fo r  loans and advances  are  

in c lu d e d  in th e  f in a n c ia l  a c c o u n ts  u n d e r  other 
lending by financial  / n s t ; t u t f o n s , block 
discounts  b e in g  t r e a te d  as le n d in g  to  in d u s tr ia l  and  
c o m m e r c ia l  c o m p a n ie s .  T h e  f ig u re s  fo r  other 
current assets  a n d  ot her fi nanc i a J assets  are  
t r e a te d  as le n d in g  to  in d u s tr ia l  a n d  c o m m e r c ia l  
c o m p a n ie s  u n d e r  mi seel 1 aneous domestic 
i nst ruments.  T h e  f ig u re s  fo r  UK c o m p a n y  and 
government securities  are  c o n s id e re d  to  re la te  
m a in ly  to  c o m p a n y  s e c u r i t ie s  a n d  a re  in c lu d e d  u n d e r  
UK company securities.  In v e s tm e n t  in physical 
assets overseas  is re g a r d e d  in th e  n a t io n a l  
a c c o u n ts  as f in a n c ia l  in v e s tm e n t  and  th e  f ig u re s  a re  
in c lu d e d  u n d e r  m i s c e l l a n e o u s  overseas
i nst rument s.

Other b o r r o w i n g  from UK  is t r e a t e d  in th e  
f in a n c ia l  a c c o u n ts  as c o m in g  f r o m  in d u s tr ia l  and  
c o m m e r c ia l  c o m p a n ie s  a n d  p e rs o n s  e q u a l ly ;  up to  
e n d - 1 9 8 1  th e  f ig u re s  a re  in c lu d e d  u n d e r  depo si t s 
with other financial institutions;  f r o m  1 9 8 2  
th e y  a re  in c lu d e d  u n d e r  m i s c e l l a n e o u s  dome st i c  
instruments. Other b o r r o w i n g  from overseas 
is in c lu d e d  u n d e r  depos its with other f i nanc i a 1 
institutions  up to  e n d - 1 9 8 1  and . f r o m  1982.  
u n d e r  overseas direct and other i nvestment 
i n UK. Other current 1 i abi 1 i t i es  is t r e a te d  as  
d u e  e q u a l ly  to  in d u s tr ia l  a n d  c o m m e r c ia l  c o m p a n ie s  
a n d  p erso n s  a n d  is in c lu d e d  u n d e r  m i s c e l l a n e o u s  
dome st i c  instruments.

Timeliness
T h e  f ig u re s  a re  n o rm a l ly  p u b l is h e d  a b o u t  th r e e  

m o n th s  a f te r  th e  q u a r te r  to  >vhich th e y  re la te .

Further references
S ta t is t ic s  o f  a ss e ts  a n d  l iab i l i t ies  

p u b lis h e d  in Business M o n i t o r  SDQ7 -
a re  a lso
Assets

and liabilities of finance houses and other
credit companies.

Table 7.5
Credit business

T h is  ta b le  >Â as rev ised  in O c to b e r  1 9 8 3  to  e x c lu d e  
c h a rg e s  fo r  c re d i t  t h r o u g h o u t  p u t t in g  it on th e  s a m e  
basis, as fa r  as c h a rg e s  a re  c o n c e rn e d ,  as ta b le  7 .4  
and  th e  f in a n c ia l  a c c o u n ts  in S e c t io n  1.

Coverage
T h e  f ig u re s  in ta b le  7 .5  re la te  to  all f in a n c e  

h ou ses  and  o th e r  s p e c ia l is t  c re d it  g ra n to rs  and  to  
s e le c te d  kinds o f  re ta i l  b u s in e s s  a n d  in c lu d e ,  f ro m  
th e  b e g in n in g  o f 1987 ,  b u i ld in g  s o c ie t ie s  in re s p e c t  o f  
u n s e c u re d  loans p e r m i t te d  u n d e r  th e  te r m s  o f the  
Build ing  S o c ie t ie s  Act 1 9 8 6 .  T h e y  d i f fe r  f r ^ m  th e  
f ig u re s  in ta b le  7 .4  in th a t ,  as w e l l  as re ta i le rs ,  th e y  
in c lu d e  f in a n c e  h ou ses  re c o g n is e d  o r  c o n f i r m e d  as  
banks b e fo re  th e  im p le m e n ta t io n  o f th e  Banking Act  
1979 , f in a n c e  h ou ses  a n d  c re d it  c o m p a n ie s  w h ic h  
b e c a m e  l icensed  d e p o s it  ta k e rs  u n d e r  th e  A ct and  
m e m b e r s  of th e  m o n e ta r y  s e c to r  f r o m  f irs t  q u a r te r  
1982, and  u n in c o rp o ra te d  c re d i t  g ra n to rs .  S tr ic t ly ,  
f ig u re s  fo r  re ta i le rs  should  not a p p e a r  In S e c t io n  7 as 
th e y  a re  not f in a n c ia l  in s t i tu t io n s ,  but th e y  are  
in c lu d ed  here  s in ce  th e y  a re  a d d e d  to  th e  f ig u re s  fo r  
sp ec ia l is t  c re d i t  g ra n to rs '  to  g ive  a m o n th ly  in d ic a to r

o f n o n - b a n k  c re d i t  bus iness . T h e  ta b le  d o e s  not 
c o v e r  b an ks  w h ic h  a re  not re g a rd e d  p r im a r i ly  as 
f in a n c e  houses , so th e  f ig u re s  e x c lu d e  cred it  
p ro v id e d  th r o u g h  V isa  o r  A ccess.

T h e r e  is a b re a k  a t  th e  end  o f 1 9 8 5  w h e n  the  
c o l le c t io n  o f  s ta t is t ic s  on th e  c re d i t  b us in ess  of 
f in a n c e  h o u se s  a n d  o th e r  s p e c ia l is t  c re d it  g ra n to rs  
w a s  w id e n e d  to  in c lu d e  c re d it  e x te n d e d  on 
r u n n in g - a c c o u n t  a g r e e m e n ts  a n d  b lock  d is c o u n te d  
a g r e e m e n ts .

T h e  re ta i le rs '  c re d i t  d a ta  a re  n o w  c lass if ied  
a c c o rd in g  to  th e  1 9 8 0  S ta n d a rd  Ind ustr ia l  
C la s s i f ic a t io n .  T h e  f ig u re s  fo r  retailers  cover  
o n ly  re ta i le rs  in c lo th in g  and  h o u s e h o ld  goods, m ixed  
re ta i l  b u s in e s s e s  (o th e r  th a n  c o - o p e r a t iv e  so c ie t ies )  
a n d  g e n e ra l  m a i l  o rd e r  houses . T h e y  re la te  t o  hire  
p u rc h a s e  a n d  all o th e r  fo r m s  o f  c re d i t  o f fe r e d  by 
re ta i le rs  w h e r e  th e  im m e d ia te  f in a n c e  c o m e s  fro m  
th e  re ta i le rs  th e m s e lv e s ,  in c lu d in g  a g r e e m e n ts  w h ic h  
are  b lock  d is c o u n te d  w i t h  f in a n c e  houses. C red it  
a d v a n c e d  by re ta i le rs  in th e  fo r m  o f  t ra d in g  checks  
e x c h a n g e a b le  o n ly  in th e i r  shops  is in c lu d ed  u n d er  
re ta i le rs ,  bu t c re d i t  a d v a n c e d  by c h eck  t ra d e r s  as 
such is e x c lu d e d  f r o m  re ta i le rs  a n d  in c lu d ed  under  
f in a n c e  houses . T h e  f ig u re s  do not in c lu d e  a c c o u n ts  
w h ic h  s h o u ld  n o r m a l ly  be s e t t le d  in fu l l  by th e  e n d  o f  
th e  a c c o u n t  p e r io d  and  w h e r e  th e re  is no fo rm a l  
c re d it  a r r a n g e m e n t .

Compilation
T h e  f ig u re s  in re s p e c t  o f  finance houses and 

other specialist credit grantors,  are  based  
on m o n th ly  re tu rn s  to  th e  D e p a r tm e n t  o f  T r a d e  and  
In d u s try  f r o m  a v o lu n ta ry  p a n e l  o f  c re d it  g ran to rs ,  
c o m p r is in g  v i r tu a l ly  all th e  la rg e s t  a n d  a p ro p o rt io n  
of th e  s m a l le r  g ra n to rs ,  g r o s s e d -u p  on th e  bas is  of a 
b e n c h m a r k  in q u iry  fo r  1976 .

T h e  f ig u re s  fo r  retai lens  are  b as e d  on m o n th ly  
re tu rn s  to  th e  B usiness  S ta t is t ic s  O ff ice ,  as p art  of  
th e ir  re ta i l  sa les  in q u iry  to  a v o lu n ta ry  p a n e l  of  
re ta i le rs ,  w h ic h  is t r e a te d  as a s tra t i f ie d  s a m p le  and  
g r o s s e d - u p  on th e  basis  o f  th e  1 97 6  re ta i l in g  inquiry  
and  a l ig n e d  w i th  th e  resu lts  o f  th e  c re d i t  q u e s t io n s  in 
th e  1 9 7 9  re ta i l in g  inqu iry . T h e  u n a d ju s te d  m o n th ly  
f ig u re s  re la te  to  p e r io d s  o f  e i th e r  fo u r  o r  f ive  w eeks .

Scope of headings
For f in a n c e  h ou ses  a n d  o th e r  sp ec ia l is t  c red it  

g ra n to rs  net*' credi  t  extended  c o v e re d  only  
f i x e d - s u m  c re d i t  (i.e. it e x c lu d e d  ru n n in g  a c c o u n t  
c re d it )  p r io r  to  D e c e m b e r  1985; w h e r e a s  n e w  credit  
e x te n d e d  fo r  re ta i le rs  in c lu d es  ru n n in g  a c c o u n t  cred it  
th ro u g h o u t .  All n e w  c re d it  e x te n d e d  exc lud es  
ch arg es .

Amounts outstanding  c o v e r  both  f ix e d -s u m  
and ru n n in g  a c c o u n t  cred it ,  a n d  exc lu d e  charges .

Change in amounts outstanding  co vers  both  
f i x e d - s u m  and  ru n n in g  a c c o u n t  c red it ,  and exc ludes  

ch arg es .
F i x e d - s u m  agreements  covers  c re d it  a d v a n c e d

to c o m p a n ie s ,  as w e l l  as to  ind iv iduals .
Running-account agreements covers  cred it  

a d v a n c e d  to  c o m p a n ie s  as  w e l l  as to  ind iv iduals , but 
e x c lu d e s  loans fo r  d e a le r  s tock  fu n d in g  and p ro p e rty  

d e v e lo p m e n t .
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Use in the financial accounts
T h e  c h a n g e  in a m o u n t s  o u t s ta n d in g  to  r e ta i le r s  is 

in c lu d e d  in th e  f in a n c ia l  a c c o u n ts  a s  le n d in g  by  th e  
in d u s tr ia l  a n d  c o m m e r c ia l  c o m p a n ie s  a n d ,  w h e r e  
a p p ro p r ia te ,  th e  p u b lic  s e c to r .  T h is  le n d in g  to  
p e rs o n s  is in c lu d e d  in th e  c o n s u m e r  c r e d i t  a g g r e g a t e  
in t a b le  9 .3  as  consumer credi  t : r e t a i l  ers  .

Timeliness
T h e  f ig u re s  in ta b le  7 .5  a p p e a r  

th e  p e r io d  to  w h ic h  th e y  re la te .

t w o  m o n t h s  a f t e r

Further references
T h e  la te s t  m o n th 's  s u m m a r y  f ig u r e s ,  s e a s o n a l ly  

a d ju s te d ,  a re  p u b l is h e d  in a D e p a r t m e n t  o f  T r a d e  a n d  
In d u s try  p ress  n o t ic e  a b o u t  f iv e  w e e k s  f r o m  t h e  end  
of t h e  m o n th .  T h e y  a p p e a r  s h o r t ly  a f t e r  in B r i t i s h  
business.  D e ta i le d  s ta t is t ic s  a re  p u b l is h e d  
m o n th ly ,  a b o u t  s e v e n  w e e k s  a f t e r  th e  m o n t h  to  
w h ic h  th e y  re la te ,  in Business Moni tor  SDM6 —  
Credi t  Business.  A t  a b o u t  t h e  s a m e  t i m e  th e  
s u m m a r y  s ta t is t ic s  a p p e a r  in F i nanci al  
S t a t i s t i c s ,  Economic Trends  a n d  in th e  
Mont hi y Di gest of St at  i st i cs . A  lo n g e r  run  o f  
a n n u a l  f ig u re s  is g iven  in th e  Annuai Abst rac t  of 
St a t i s t i c s .

T h e  re b a s in g  o f th e  f ig u r e s  f o r  r e t a i le r s  w a s  
d e s c r ib e d  in B r i t i s h  business  o f  11 J u n e  1982 .  
T h e  re b a s in g  o f  th e  f ig u r e s  fo r  f i n a n c e  h o u s e s  a n d  
o th e r  c o n s u m e r  c re d i t  g r a n to r s  w a s  d e s c r ib e d  in 
Trade and Industry  fo r  13  A p r i l  1 9 7 9  (n o w  
B r i t i s h  business).  T h e  re s u lts  o f  th e  b e n c h m a r k  
in q u iry  to  c o n s u m e r  c r e d i t  g r a n t o r s  f o r  1 9 7 6  w e r e  
g iv e n  in Trade and I n d u s t r y ,  3 0  J u n e  1 9 7 8  a n d ,  in 
m o re  d e ta i l ,  in Business Mon i t o r  M13.

Tables 7.6, 7.7 and 7.8 
Building societies

T h e s e  ta b le s  c o v e r  b u i ld in g  s o c ie t ie s  as  d e f in e d  
by t h e  B u ild in g  S o c ie t ie s  A c ts  1 9 6 2  a n d  1986 .  
B uild ing  s o c ie t ie s  h a v e  d o m in a t e d  t h e  h o u s in g  lo an s  
m a rk e t  fo r  m a n y  years , t h o u g h  t h e y  h a v e  r e c e n t ly  
f a c e d  in c re a s in g  c o m p e t i t io n ,  m a in ly  f r o m  th e  
m o n e t a r y  s e c to r  and m o r t g a g e  f in a n c e  v e h ic le s .  
T h e i r  len d in g  is f in a n c e d  la r g e ly  by r e c e ip ts  o f  s h a re s  
and  d e p o s i ts  w h ic h  th e y  a c q u i r e  a lm o s t  e n t i r e ly  f r o m  
in d iv id u a ls  in th e  p e rs o n a l  s e c to r  in c o m p e t i t io n  w i t h  
o th e r  f in a n c ia l  in s t i tu t io n s ,  th e  c le a r in g  b an ks ,  and  
n a t io n a l  sav in g s .  T h e ir  s u c c e s s  in a t t r a c t in g  such  
fu n d s  la rg e ly  d e p e n d s  on th e  r e la t iv e  a t t r a c t iv e n e s s  
of t h e i r  s h a re  and d e p o s i t  in te r e s t  ra te s  (see  
t a b le  1 3 .1 2  a n d  S e c t io n  1 3  g e n e r a l ly ) .  In re c e n t  
y e a rs  th e s e  re c e ip ts  h a v e  in c r e a s in g ly  b e e n  
s u p p le m e n te d  by b o r r o w in g  in th e  w h o le s a le  
m a rk e ts .

Compilation
B u ild in g  s o c ie ty  t r a n s a c t io n s  f r o m  J a n u a r y  1 98 7  

are  d e r iv e d  f r o m  f ig u re s  p r e p a r e d  by th e  B u ild in g  
S o c ie t ie s  C o m m is s io n  on th e  b as is  o f  re tu r n s  m a d e  
to  it by in d iv id u a l  s o c ie t ie s .  T h e  m o n th ly  f ig u re s  
p re v io u s  to  J a n u a r y  1 9 8 7  a re  d e r iv e d  f r o m  d i f f e r e n t  
re tu rn s  m a d e  to  th e  B u i ld in g  S o c ie t ie s  A s s o c ia t io n .  
A lth o u g h  th e  c o v e r a g e  a n d  d e f in i t io n s  o f t h e s e  t w o  
s o u rc e s  s h o u ld  be  b ro a d ly  th e  s a m e ,  t h e r e  m a y  be  
s o m e  b re ak  in ser ies  a t  e n d - D e c e m b e r  1 9 8 6 ;  th u s

a n y  e f f e c t  o f  t h e  c h a n g e  o f  s o u rc e  is in c o r p o r a t e d  in 
th e  J a n u a r y  1 9 8 7  f lo w s .

T h e  s ta t is t ic s  in t a b le  7 .6  a r e  b a s e d  o n  m o n t h ly  
r e tu r n s  f r o m  a p p r o x i m a t e l y  5 0  s o c ie t ie s  w i t h  a s s e ts  
a m o u n t in g  to  9 7 %  o f  t o t a l  b a la n c e  s h e e t  a s s e ts  
w h ic h  a re  p r o c e s s e d  by  th e  B u i ld in g  S o c ie t ie s  
C o m m is s io n .  T h e  s a m p le  f ig u r e s  a r e  g r o s s e d  u p  to  
r e p r e s e n t  th e  w h o l e  p o p u la t io n  o f  s o c ie t ie s .

T h e  q u a r t e r ly  s ta t is t ic s  in t a b le  7 .7  a r e  b a s e d  o n  
th e  f ig u r e s  f r o m  th e  m o n t h l y  r e tu r n s  s u p p l e m e n t e d  
by t h e  re s u l ts  o f  q u a r t e r ly  re tu r n s  o f  n e t  a c q u is i t io n s  
o f  a s s e ts  a n d  c e r t a in  n o n - d e p o s i t  l ia b i l i t ie s  
p r o c e s s e d  by t h e  B a n k  o f  E n g la n d  f o r  m o s t  o f  th e  
r e m a in in g  i te m s .  T h e s e  f ig u r e s  a r e  t h e  g r o s s e d - u p  
re s u l ts  f r o m  a s a m p le  o f  3 5  s o c ie t ie s  w i t h  a s s e ts  
a m o u n t in g  to  o v e r  9 4 %  o f  t o t a l  b u i ld in g  s o c ie ty  
a s s e ts .  T h e  f ig u r e s  f o r  reserves and other  
/ i ab i n  t i es a r e  t h e  b a la n c in g  i te m .

U p  to  a n d  in c lu d in g  1 9 8 6 ,  th e  s ta t is t ic s  f o r  a s s e ts  
a n d  l ia b i l i t ie s  o u t s t a n d in g  a t  th e  e n d  o f  e a c h  y e a r  in 
t a b le  7 .7  a re  b a s e d  on a n  a n n u a l  r e t u r n  p r o c e s s e d  by  
th e  B a n k  o f  E n g la n d .  T h e  re tu r n s  w e r e  is s u e d  to  th e  
s a m e  s a m p le  o f  s o c ie t ie s  a s  th e  q u a r t e r ly  
a c q u is i t io n s  re tu r n .  E a c h  y e a r  t h e  f ig u r e s  f o r  a n n u a l  
h o ld in g s  a n d  q u a r t e r ly  t r a n s a c t io n s  w e r e  r e c o n c i le d  
w i t h  a n n u a l  s t a t u t o r y  r e tu r n s  m a d e  t o  t h e  R e g is t r a r  

of F r ie n d ly  S o c ie t ie s  by  a ll  b u i ld in g  s o c ie t ie s .
T h e  a n a ly s ts  o f  n e w  c o m m i t m e n t s  a n d  a d v a n c e s  

in t a b le  7 .8  w a s  b a s e d ,  up to  e n d - 1 9 8 0 ,  on a 
s t r a t i f i e d  s a m p le  o f  5 0  s o c ie t ie s  c o v e r in g  9 0 %  o f  
to ta l  a s s e ts .  F ro m  th e  b e g in n in g  o f  1 9 8 1 ,  t h e  re tu rn  
w a s  r e d e s ig n e d  a n d  t h e  s a m p le  r e d u c e d  to  th e  
l a r g e s t  s o c ie t ie s  (1 5  in 1 9 8 6  c o v e r in g  8 8 %  o f  t o t a l  
a s s e ts ) .  As  b e fo r e ,  t h e  f ig u r e s  a r e  g r o s s e d - u p  to  
r e p r e s e n t  alt s o c ie t ie s .

Q u a r t e r ly  f ig u r e s  o f  ' s a v e - a s - y o u - e a r n '  (SAVE)  
s c h e m e s  e n t e r e d  in to  w i t h  b u i ld in g  s o c ie t ie s  a re  
in c lu d e d  in th e  f ig u r e s  f o r  s h a re s  a n d  d e p o s i ts .  T h e s e  
a re  s h o w n  s e p a r a t e ly  in t a b le  S 2 1  e a c h  q u a r te r ,  
w h ic h  is b a s e d  on s u p p le m e n t a r y  q u a r t e r ly  re tu rn s  
f r o m  a s a m p le  o f  41 s o c ie t ie s  w i t h  a s s e ts  a m o u n t in g  
to  o v e r  9 6 %  o f  to ta l  b u i ld in g  s o c ie ty  a s s e ts .  For  
d e ta i ls  on S A V E t e r m s  s e e  p a g e  46 .

Further references
L o n g  ru n s  o f  q u a r t e r ly  f ig u r e s  on m o r t g a g e  

a d v a n c e s ,  r e p a y m e n t s  o f  p r in c ip a l  a n d  n e t  a d v a n c e s  
a re  g iv e n  in th e  t a b le  9 .4  —  L o a n s  f o r  h o u s e  
p u rc h a s e .  T h is  t a b le  g iv e s  s e p a r a t e  f ig u r e s  f o r  lo a n s  
m a d e  by  c e n t r a l  g o v e r n m e n t ,  loca l  a u t h o r i t i e s ,  p u b l ic  
c o r p o r a t io n s ,  in s u r a n c e  c o m p a n ie s  a n d  p e n s io n  
fu n d s ,  b u i ld in g  s o c ie t ie s ,  th e  m o n e t a r y  s e c to r  a n d  
m is c e l la n e o u s  f in a n c ia l  in s t i tu t io n s .  Q u a r t e r ly  
f ig u r e s  o f  b o th  th e  n u m b e r  a n d  t h e  v a lu e  o f  SAVE  
a c c o u n ts  o p e n e d  a n d  c lo s e d ,  as  w e l l  as  b a la n c e s  
o u t s ta n d in g  a re  s h o w n  a lo n g s id e  in f o r m a t io n  on  
SAVE t r a n s a c t e d  th r o u g h  th e  D e p a r t m e n t  f o r  N a t io n a l  
S a v in g s  a n d  T r u s t e e  s a v in g s  b an ks  in t a b le  S 2 1 .

H o u s in g  a n d  C o n s t r u c t io n  S ta t is t ic s ,  a q u a r t e r ly  
p u b l ic a t io n  by th e  D e p a r t m e n t  o f  t h e  E n v i r o n m e n t ,  
c o n ta in s  ta b le s  s h o w in g  s im i la r  in f o r m a t io n  to  
t a b le s  7 .6  to  7 .8  and , o n  b o th  r e g u la r  a n d  o c c a s io n a l  
b ases , a c o n s id e r a b le  a m o u n t  o f  s ta t is t ic s  on th e  
h o u s in g  m a r k e t  in c lu d in g  in f o r m a t io n  o n  th e  

c h a r a c te r is t ic s  o f  m o r tg a g o r s ,  m o r t g a g e  a d v a n c e s  
a n d  m o r t g a g e d  p ro p e r ty ,  in c lu d in g  a n  in d e x  o f  h o u s e  
p rices .  P a rt  o f  th e  a n a ly s is  o f  m o r t g a g e s  is b a s e d  on  
th e  'F iv e  Per C e n t  S a m p le  S u r v e y  o f  B u i ld in g  S o c ie ty  
M o r tg a g e s ' ,  w h ic h  is d e s c r ib e d  in a b o o k le t  by
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A n d r e w  E van s  w i th  th a t  t i t le  p u b l is h e d  as S t u d i e s  
i n o f f i c i a l  St at i st i cs . N o  2 6  (H M S O , 1975) .

T h e  R e p o r t  of the C h i e f  R e g i s t r a r  of 
F r i e n d l y  S o c i e t i e s  c o n ta in s  s e le c te d  s ta t is t ic s  
f r o m  th e  a g g r e g a t io n  o f b u i ld in g  s o c ie t ie s '  s ta tu to r y  
a n n u a l  re tu rn s ,  w h ic h  a re  fo r  v a r io u s  a c c o u n t in g  
y e a rs  e n d in g  b e t w e e n  1 F e b ru a ry  a n d  th e  fo l lo w in g  

31 J a n u a ry .
T h e  A n n u a l  A b s t r a c t  of S t a t i s t i c s ,  ta b le  

17.13  in 1 9 8 7  p ro v id e s  a long  a n n u a l  s e r ie s  o f  
s ta t is t ics  w h ic h  a re  a lso  d r a w n  by th e  R e g is t ra r  o f  
F rien d ly  S o c ie t ie s  f r o m  th e  s ta tu to ry  re tu rn s ,  a n d  th e  
D i g e s t  of W e l s h  S t a t i s t i c s  g ives  d e ta i ls  o f  th e  
n u m b e r  o f  m o r tg a g e s  g r a n te d  a n n u a l ly  in W a le s .

As w e l l  as  its m o n th ly  p ress  re le a s e ,  th e  B u ild ing  
S o c ie t ie s  A s s o c ia t io n  p u b l is h e s  th e  q u a r te r ly  B S A  
Bulletin,  w h ic h  in c lu d e s  d e ta i le d  s ta t is t ic s  on all 
asp e c ts  o f  b u i ld in g  s o c ie ty  o p e ra t io n s .  A  
c o m p e n d iu m  o f  b u i ld in g  s o c ie ty  s ta t is t ic s ,  p u b l is h e d  
by th e  A s s o c ia t io n ,  p ro v id e s  a lo n g  run o f  all 
a v a i la b le  b u i ld in g  s o c ie ty  s ta t is t ic s  in c lu d in g
q u a r te r ly  f in a n c ia l  s ta t is t ic s ,  u n a d ju s te d  and
s e a s o n a l ly  a d ju s te d  f r o m  1955 .

G e n e ra l  in fo rm a t io n  is p ro v id e d  in T h e  Bui I d i n g  
S o c i e t y  Industry,  a b o o k  by M a r k  B o lea t  
(p u b l ish e d  by  A llen  a n d  U n w in  in 1982 ) .

Table 7.6
Building societies: shares and 
deposits, mortgages and net 
investments

T h is  t a b le  s u m m a r is e s  th e  s o c ie t ie s  
tak ing  a n d  m o r t g a g e  le n d in g  a c t iv ity .

d e p o s it

Scope of headings
S h a r e s  a n d  d e p o s i t s  a re  p la c e d  w i t h  th e  

s o c ie t ie s  m a in ly  by persons , but th e  f ig u re s  inc lud e  
s m a ll  a m o u n ts  p la c e d  by  in s u ra n c e  a n d  p en s io n  
funds. T h e  f ig u re s  c o m p r is e  th e  ' re ta i l '  fu n d s  p la c e d  
w ith  th e  s o c ie t ie s  on w h ic h  th e y  pay  in te re s t  n e t  o f  
tax. T h e  f ig u re s  e x c lu d e  th e  'w h o le s a le '  fu n d s  on  
w h ic h  th e  s o c ie t ie s  p ay  in te re s t  g ro ss  o f  ta x  and  
w h ic h  th e y  o b ta in  by issu ing  c e r t i f ic a te s  o f  d ep os it ,  
n e g o t ia b le  b o n d s  and  E u ro b o n d s , by a c c e p t in g  t im e  
d ep o s its  a n d  by b an k  b o r ro w in g .

S h a r e s  a n d  d e p o s i t s :  i n t e r e s t .  In te re s t  
a cc ru e s  d a y - b y - d a y ,  but is re le a s e d  to  a c c o u n t  
h o ld ers  o n ly  at in te rva ls ,  ty p ic a l ly  m o n th ly ,  
s ix -m o n th ly ,  or a n n u a lly .  T h e n  it is e i th e r  c re d i te d  
to  a c c o u n ts  , w h e n  it b e c o m e s  p art  o f  th e  b a la n c e  on  
th e  a c c o u n t  a n d  i tse lf  b e g in s  to  e a rn  in te re s t ,  or it is 
paid  out e.g. in to  a c c o u n t  h o ld e rs '  b an k  acco u n ts .

Net i n c r e a s e  in s h a r e s  a n d  d e p o s i t s  
o u t s t a n d i  n g  c o m p r is e s  n e t  in f lo w s  (i.e. re c e ip ts  o f  
princ ipa l  less  w it h d r a w a ls )  p l u s  in te re s t  c re d i te d  to  
acco un ts .

N e w  c o m m i t m e n t s  c o v e r  g ross  c o m m i t m e n t s  (i.e. 
fo rm a l  o f fe rs  o f  m o r tg a g e  loans  and  o th e r  loans by  
build ing  s o c ie t ie s )  less  c a n c e l la t io n s ,  (w h ic h  m a y  
re la te  to  c o m m i t m e n t s  f r o m  e a r l ie r  periods).

A d v a n c e s  are  gross m o r tg a g e  a d v a n c e s  m a d e  at  
p u rch as e  c o m p le t io n  d a te s  a n d  an y  o th e r  loans.

R e p a y m e n t s  of pri nci pal  in c lu d e  re p a y m e n ts  
on th e  p r e m a tu r e  w in d in g  up o f  m o r tg a g e s  w h ic h  
o c c u r  w h e n  d w e l l in g s  are  sold, as w e l l  as c o n tra c tu a l  
re p a y m e n ts  and  re p a y m e n ts  o f o th e r  loans.

Net a d v a n c e s  of pri nci pal  c o m p r is e s  lend ing

fo r  h o u s e  p u rc h a s e  to  p erso n s  a n d  (a v e ry  sm a ll  
a m o u n t )  to  in d u s tr ia l  a n d  c o m m e r c ia l  c o m p a n ie s ,  
a lso  in c lu d e d  a re  u n s e c u re d  len d in g  and  o th e r  ty p e s  
of c lass  3  le n d in g  as d e f in e d  in th e  Bu ild ing  S o c ie t ie s  
A c t  1 9 8 6 .  It is a lso  s h o w n  in ta b le  1.1 l ine  27.1 and  
is in c lu d e d  in loans  f o r  h o u se  p u rc h a s e  by OFIs in 
t a b le  1.8 . T h e  a m o u n t  len t  to  p e rs o n s  is s h o w n  
s e p a r a te ly  in ta b le  9 .2 .

O t h e r  i n v e s t m e n t  s c o m p r is e s  cash  and  o th e r  
in v e s tm e n ts  a t  book  v a lu e .  U p  to  e n d - 1 9 8 2  th e  
f ig u re s  a re  n e t  o f  b o r r o w in g  f r o m  banks.

T h e  / i q u i d i t y  r a t i o  is c a lc u la te d  as th e  ra t io ,  
at b o o k  v a lu e ,  o f  h o ld in g s  o f cash  a n d  in v e s tm e n ts  to  
to ta l  a s s e ts  (e x c lu d in g  th e i r  o w n  h o ld in g s  o f  bu ild ing  
s o c ie t ie s  C D s) at th e  e n d  o f  th e  m o n th .

Timeliness
T h e  la te s t  m o n th 's  f ig u re s  fo r  s h a re s  and  

d e p o s i ts  e tc .  a re  f irs t  m a d e  p u b l ic  by  a press  n o t ice  
issued  by th e  Bu ild ing  S o c ie t ie s  A s s o c ia t io n .  T h e y  
n ext  a p p e a r  at th e  e n d  o f  th e  s ec o n d  m o n th  in 
F i n a n c  i a! St at i st i c s  ta b le s  7.6 a n d  7.8 .

Table 7.7
Building societies: liabilities and

T h is  t a b le  s h o w s  th e  b u ild ing  s o c ie t ie s  a n n u a l  
(c o n s o l id a te d )  b a la n c e  sh ee t  a n d  th e ir  q u a r te r ly  
t ra n s a c t io n s  in asse ts  a n d  l iab il i t ies .

Scope of headings
S h a r e s  a n d  d e p o s  i ts  has th e  s a m e  c o v e ra g e  as  

net i n c r e a s e  in s h a r e s  a n d  d e p o s i t s  in 
ta b le  7 .6 .

I n t e r e s t  a c c r u e d  but not c r e d i t e d  
c o m p r is e s  in te re s t  w h ic h  has a c c ru e d  d a y - b y - d a y  on  
s h a re  a n d  d e p o s i t  a cc o u n ts ,  bu t w h ic h  has  not y e t  
b een  c r e d i te d  to  th e s e  a c o u n ts  o r  p a id  out.

C e r t i f i c a t e s  of d e p o s i t  a re  'w h o le s a le '  
fu n d s  on w h ic h  th e  s o c ie t ie s  p ay  in te re s t  gross o f  
tax. T h e y  h a v e  b een  issued s in c e  seco n d  q u a r te r  
1983 .  T im e  depos its ,  a lso  w h o le s a le  funds, h a v e  
b een  a c c e p te d  s ince  fo u r th  q u a r te r  1983 .

B a n k  b o r r o w i n g  is a lso  c la s s if ie d  as 'w h o le s a le '  
fu n d s  a n d  in c lu d e s  s y n d ic a te d  b an k  b o rro w in g .

B o n d s  a re  a lso  'w h o le s a le '  fu n d s .  N e g o t ia b le  
b onds  h a v e  b een  issued  s ince  th i rd  q u a r te r  1980 ,  
w h i le  E u ro b o n d s  h a v e  been  issued  s ince  fo u r th  
q u a r te r  1985 .

R e s e r v e s  a n d  o t h e r  l i a b i l i t i e s  inc ludes  
p ro v is io n s  (e.g. fo r  tax )  and o ff ic ia l  loans —  v e ry  
la rg e  a m o u n ts  in 1 97 4  w h ic h  w e r e  re p a id  in 1975.

M o r t g a g e s  has th e  s a m e  c o v e ra g e  as n e t  
a d v a n c e s  of pri nci pal  in ta b le  7 .6  and  gives a 
d iv is ion  b e t w e e n  p e rs o n a l  s e c to r  a n d  industr ia l  and  
c o m m e r c ia l  c o m p a n ie s .

O t h e r  a s s e t s  in c lu d e  land, bu ild ings  and  
e q u ip m e n t  (£1 ,371  m il l io n  at e n d - 1 9 8 6 ) .  M o s t  o f  th e  
r e m a in d e r  (a b o u t  £ 6 5 5  m il l ion  at e n d - 1 9 8 6 )  is 
a c c ru e d  in te re s t  on in v e s tm e n ts .

S h o r t - t e r m  a s s e t s :  o t h e r  inc ludes
in v e s tm e n t  in n a t io n a l  savings, a n d  bills o f  exch an ge .

S h a r e s ,  d e p o s i t s ,  time d e p o s i t s  a n d  
c e r t i f i c a t e s  of d e p o s i t  c o m p r is e s  th e  second,  
fo u r th  a n d  f i f th  c o lu m n s  o f  th e  f irs t  p ag e  and  has th e  
s a m e  c o v e ra g e  as d e p o s i t s  w i t h  b u i l d i n g  
s o c i e t i e s  in Section  1 (m a tr ix  l ine 22).

I-
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Compilation
The sector analysis of s h a r e s  , d e p o s  i ts , time 

d e p o s i t s  and certi f i cates of d e p o s i t  is based 
on information from the quarterly returns. Figures 
for time deposits and certificates of deposits held by

however, are taken fromare 
difference between

the monetary sector 
monetary sector returns; any 
figures from that source and those from the building 
society returns is allocated to industrial and 
commercial companies. Before third quarter 1978, 
figures for the net increase in s h a r e s  a n d  d e p o s  i t s 
o u t s t a n d i n g  were allocated between the personal 
sector, industrial and commercial companies and 
OFIs. on the basis of the analysis of deposits in 
annual returns; quarterly figures for industrial and 
commercial companies and OFIs were estimated 
from the differences quarter by quarter between 
interest rates on building society deposits and bank 
deposit accounts, and the residual net receipts were  
attributed to persons.

Use in the financial accounts
Figures in the financial accounts for deposits etc., 

with building societies are based on the sector 
analysis of shares, d e p o s i t s ,  time d e p o s i t s  
and cert i f i c a t e s  of d e p o s i t  in table 7,7. These 
figures in respect of the public sector are included in 
the financial accounts under o t h e r  p u b i i c  s e c t o r  
financing: s h o r t - t e r m  a s s e t s  (matrix line
14.21. The figures for the public sector in table 7.7 
are taken as due to local authorities (though some 
very small amounts are due to central government) 
and these data in matrix line 14.2 are taken from  
local authority sources. The remaining figures in the 
sector analysis of table 7.7 are included in the 
financial accounts under d e p o s i t s  w i t h  b u i l d i n g  
so c i et i e s  (matrix line 22). The OFI figures in the 
financial accounts are total issues by building 
societies in this table, less  the take-up by insurance 
and pension funds (which is an intra-sector 
transaction) and less  the take-up by the public 
sector (which is included in matrix line 14.2). Figures 
in matrix line 22 for the remaining sectors in the 
financial accounts are taken directly from table 7.7.

Holdings of deposits by the industrial and 
commercial companies sector in table 8.4 and by the 
personal sector in table 9.5 are also obtained from  
the sector analysis of shares, d e p o s i t s ,  time 
d e p o s i t s  and c e r t i f i c a t e s  of d e p o s i t  in 
table 7.7 using the figures for end-year holdings and 
for quarterly net acquisitions.

The figures for net a d v a n c e s  of pri nci pal  in 
table 7.6 (which are the same as those for 
investment in mortgages in table 7.7) are used in the 
financial accounts as the OFI figures for loans for 
house pu r c ha s e :  b u i l d i n g  s o c i e t i e s  (matrix 
line 14.1). All this lending is recorded in the financial 
accounts as lending to the personal sector except for 
small amounts to industrial and commercial 
companies.

Table 7.8
Building societies: mortgage 
advances and commitments
Scope of headings

The total n e w  c o m m i t m e n t s  and total 
a d v a n c e s  in money terms are taken from columns 8 
and 9 respectively of table 7.6.

Prior to 1981, small numbers of new  
commitments and advances for loans not wholly on 
dwellings were included. Between 1981 and 1986 
inclusive, numbers relate to loans wholly on 
dwellings. From 1987 all loans by building societies 
are included.

Timeliness
The latest month's figures are published two  

months in arrears.

Tables 7.9 
Property unit trusts

The statistics cover all U K  p r o p e r t y  unit 
trusts  which have been given permission by the 
Department of Trade and Industry to distribute 
circulars inviting participation, invitations being 
restricted to pension funds and charities. Property 
unit trusts invest in commercial property. Their 
assets are held in the name of a trusteee and are 
managed by a separate committee or company. 
Some investment is financed by long-term  
borrowing.

Outstanding levels of assets and liabilities have 
been collected only from end-1979.

Scope of headings
Property investments are recorded as acquired or 

sold on the day of completion. They are valued on a
basis and include the commission, etc..cash 

charges.
commission. 

Holdings of property are at book values.

Compilation and timeliness
Returns are collected and aggregated by the Bank 

of England; there are some 30 property unit trusts 
and most provide returns. The figures do not include 
estimates for any non-respondents. The latest 
quarter's figures are published about three months 
after the end of the quarter to which they refer, and 
end-year figures up to six months after the end of 
the year.

Timeliness
The quarterly figures in table 7.7 are published 

three months in arrears. Revised quarterly figures 
resulting from the annual reconciliation with the 
Registrar of Friendly Societies statutory return and 
annual holdings figures are first published in the 
September issue of F i nanc i al St at i st i cs.

Further references
The Bank of Engl and St at i st i cal Abst ract  , 

No. 2  gives a run of figures for March 1966 to 1974 in 
table 19. The Annual Abstract of S t a t i s t i c s  
(table 17.16, 1985) publishes figures for 1979
onwards of end-year holdings of investments in 
property, other assets, short-term  assets (net), and 
longer-term  borrowing.
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Tables 7-10 and 7.11
Unit trusts

The statistics cover unit trusts authorised by the 
Department of Trade and Industry under the 
Prevention oi Fraud (Investments) Act 1958. They do 
not cover other trusts, such as 'in-house' trusts (i.e. 
funds run on unit trust lines by, for example,

firms and merchant banks which aresecurities
designed for their own clients) and those operating in 
the Channel Islands and the Isle of Man. A list of the 
authorised unit trusts is published annually in 
January by HMSO (and updated monthly in British 
bus i ness).

Unit trusts invest mainly in transferable securities 
through a recognised stock exchange. They are set 
up under trust deeds, the trustee usually being a 
bank or insurance company. The trusts are 
administered not by the trustees but by independent 
management companies. Units representing a share 
in the trust's assets can be bought by the public from 
the managers or resold to them at any time. In the 
financial accounts, all transactions in unit trusts 
units, other than those identified on the returns of 
other OFts, are assumed to be with the personal
sector.

Table 7.10
This table shows the value of units sold by the 

managers of unit trusts to the public, the value of 
units repurchased by managers from the public, total 
value of funds managed by the industry and the total 
number of unit holdings in existence at the month 
end.

Compilation
The statistics are compiled by the Unit Trust 

Association and cover unit trusts authorised by the 
Department of Trade and Industry (1,132 trusts 
operated by 148 management companies in 
November 1987).

Scope of headings
Number of unit hoJ di ngs  excludes unit trusts

linked to insurance policies.
Total  f u n d s  are at market value 

of buying securities for the portfolio, 
initial charge and accumulated 
dividends.

plus  the cost 
the managers' 

undistributed

Timeliness
The latest month's figures are released to the 

press by the Unit Trust Association about the 18th to 
20th of the following month. The figures are 
published in Financial S t a t i s t i c s  about two 
months after the month to which they relate.

Table 7.11
This table shows the amounts outstanding of 

liabilities and assets at the end of the calendar year 
and quarterly transactions in those liabilities and 
assets. The assets and liabilities are analysed by 
type, with a maturity analysis of British government 
securities.

Valuation
Holdings of listed securities at end-year are 

valued at market prices. Unlisted securities are at 
estimated current values and bills at maturity 
values. The figures include the investment currency 
premium where appropriate, up to third quarter 1979. 
Total investments overseas at end-1986 were 
£12,363m, comprising USA and Canada £4,01 Im , EC 
countries £3,797m, Australia and Far East £4,059m 
and other countries £496m.

Compilation
Since the first quarter of 1975 returns have been 

collected and aggregated by the Bank of England 
(before then they were collected and aggregated by 
the Unit Trust Association). Returns are received 
from about 800 of the 1,100 authorised trusts 
accounting for some 85% of total assets. From the 
figures for end-1979 the statistics are grossed-up to 
cover all unit trusts authorised by the Department of 
Trade and Industry.

Scope of headings: see table 7.12

Timeliness
The latest quarter's figures are published about 

three months after the end of the quarter to which 
they refer and end-year figures up to six months 
after the end of the year.

Further references
The Bank of England Statistical 

Abstracts, N u mbers 1 and 2  give a run of the 
figures of the years 1960 to 1974, and the Annual 
Abstract of Statistics  publishes figures (table 
17.16, 1985), for the latest 11 years, of end-year 
holdings of investment instruments at market 
valuation.

Estimates of the trusts' overseas income appear 
in 'the City' earnings statistics which are published in 
the UK bal ance of payments  — 'Pink Book'.

Table 7.12
Investment trusts

financial

ega

Investment trust companies acquire 
assets with money subscribed by shareholders or 
borrowed in the form of loan capital: the public can 
buy shares either on the Stock Exchange or when 
new issues are made. They are not trusts in the

sense, but are limited companies with two 
special characteristics: their assets consist of 
securities (mainly ordinary shares), and they are 
debarred by their articles of association from 
distributing capital gains as dividends.

The table covers investment trusts recognised as 
such by the Inland Revenue for tax purposes and 
some unrecognised trusts — about 190 trusts in all. 
Returns are received from about 120 companies 
accounting for some 75% of the total assets of these 
trusts. Statistics are not sought from a few trusts 
whose assets are less than £5 million (£1 million
before 1982).
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Compilation
Quarterly and annual returns are collected and 

aggregated by the Bank of England. From the figures 
for end-1979 the statistics are grossed up to include 
estimates for non-respondents.

Valuation
H o l d i n g s  o f  l i s t e d  s e c u r i t i e s  at end-year 

are valued at market prices. U n  1 i s t e d  s e c u r i t i e s  
are at estimated current values and bills and 
mortgages at maturity values. The figures include 
the investment currency premium where appropriate, 
up to third quarter 1979. Total investments overseas 
at end-1986 were £10,500m comprising USA 
£4,532m, Canada £281 m, EC countries and
institutions £1,776, Japan £2,769m, Australia £261 m 
and other countries £881 m.

Scope of headings
S h o r t - t e r m  a s s e t s a n d The1 i a b  i 1 i t i es. 

quarterly transactions figures exclude contingent 
assets and liabilities such as claims on, or sums due 
to, the Inland Revenue and the liability for accrued 
loan interest and for dividends proposed but not yet 
paid. They include (in o t h e r  s h o r t - t e r m  a s s e t s )  
sums due from securities firms on account of 
securities sold and still awaiting settlement.

O t h e r  s h o r t  - t e r m  l i a b i l i t i e s  includes sums 
due to securities firms on account of securities 
purchased and still awaiting settlement.

R e s e r v e s , p r o v i s i o n s  e t c .  includes 
dividends payable, and 
subsidiaries.

minority interest

Timeliness
The latest quarter's figures are published about 

three months after the end of the quarter to which 
they refer, and end-year figures up to six months 
after the end of the year.

Further references
The B a n k  o f  E n g l a n d  St at i st i c a l  A b s t  r a c t  s 

provide a run of figures for the years 1960 to 1974, 
and an article showing integrated balance sheet and 
flow statistics for investment trust companies 
appeared in the June 1975 B a n k  of E n g l a n d  
Q u a r t e r l y  B u l l e t i n .  The A n n u a l  A b s t r a c t  o f  

S t a t i s t i c s  publishes figures in table 17.16, 1985, 
for the latest 11 years, of end-year holdings of 
investment instruments at market valuation.

Figures of the companies' investment income 
from overseas and of their payments abroad of 
interest on foreign currency loans appear in 'the City' 
earnings statistics published in the Pink Book.

Table 7.13
Insurance companies

Insurance companies are active in both life 
assurance and non-life (general) insurance and they 
also operate the pension schemes of many other 
employers. All insurance business consists of a 
spreading of risks. L o n g - t e r m  b u s i n e s s  (mainly 
life assurance) has an emphasis on the spreading of 
risks over time, whereas g e n e r a l  b u s i n e s s  is 
mainly concerned with the spreading of risks

between persons and organisations.
Within long-term  business the major part 

consists of life assurance, a targe part of which 
offers a channel for saving that is not greatly 
different from the business of a unit trust. Long-term  
business also includes permanent health insurance 
and capital redemption business.

Estimates for Lloyds underwriters are not 
included here but in principle are covered in the 
personal sector.

Coverage
The figures cover insurers and collecting friendly 

societies operating in the United Kingdom and 
include the pension schemes they operate on behalf 
of other companies. The Association of British 
Insurers (ABI) supplies the Department of Trade and 
Industry with information relating to its members. 
The department also collects information from a 
sample of insurance companies who are not 
members of the ABI. This information, combined 
with that supplied by the ABI, allows representative 
estimates of investments and holdings of financial 
assets to be made for all insurers operating in the 
United Kingdom.

Response to the annual balance sheet inquiry is 
very high, particularly in respect of long-term  funds. 
The holdings of data are therefore very reliable. The 
samples for the inquiry into net acquisitions are 
slightly lower and the figures not quite so reliable.

The returns prior to 1984 (in respect of holdings), 
or 1985 (in respect of transactions), included assets 
held in respect of money remitted by overseas 
branches and subsidiaries, but they excluded direct 
investment by a UK company in its overseas 
branches or subsidiaries as welt as financial assets 
held by. or on behalf of, these branches and 
subsidiaries (even if held in the United Kingdom). 
From 1984 (holdings) or 1985 (transactions) the 
coverage has been extended to include UK holding 
companies where insurance is the main activity of 
the holding company and its subsidiaries. Additionally 
where a UK company cannot separate figures for an 
overseas branch, such a branch is^now covered by 
the figures.

Compilation
The figures of net acquisitions of assets are 

derived from a quarterly inquiry to insurance 
companies, and those of holdings are derived from  
an annual inquiry.

Valuation
H o l d i n g s  o f  a s s e t s  for calendar year-ends are 

generally at market values. Some items such as 
m o r t g a g e s  a n d  l o a n s  and part of o t h e r  
i n v e s t m e n t s ,  are at book values.

N e t  a c q u i s i t i o n s  are quoted at cash values. 
From 1985 the annual totals for total net assets are 
shown on an accruals basis.

Scope of headings
B r i t i s h  g o v e r n m e n t  s e c u r i t i e s :

i n d e x -  1 i n k e d  were introduced in March 1981, but 
were sold only to pension funds and long-term  funds 
of insurance companies prior to 1982.

Due to problems of disclosure within the 
individual types of British government securities from
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1984 onwards, the following has been done to the 
figures for other than long-term funds:

(i) For the third quarter of 1984, securities over 
15 years and undated have been included 
with securities over 5 and up to 15 years.

(ii) From the fourth quarter of 1984 to the 
fourth quarter of 1986 and in the third 
quarter of 1987, index-linked gilts have 
been included with securities over 15 years 
and undated.

(iii) For the year 1984, 
and securities over 
have been included 
and up to 15 years.

(iv) For the years 1985

both index-linked gilts 
15 years and undated 
with securities over 5

and 1986, index-linked 
gilts have been included with securities 
over 15 years and undated.

UK c o m p a n y  securities: o r d i n a r y  shares. 
For other than long-term funds these include unit 
trust units.

Pol icy and other Joans to persons.  Prior to
1985 excludes other loans to individuals.

Agents' and r e i n s u r a n c e  bala nc e s  are 
included in the annual but not the quarterly figures. 
The series consists of net agents' reinsurance and 
coinsurance balances. Prior to 1984, no deductions 
were made for amounts due to reinsurance 
companies and agents.

Other assets  includes overseas loans and 
mortgages and property, UK public corporations 
securities and, from the first quarter of 1985 direct 
investment, less the net increase in balances of 
overseas branches where their transactions are 
included in other columns. From the first quarter of
1986 British Government securities denominated in 
foreign currency are included.

Debtors net of c r e d i t o r s  are included in the 
annual but not the quarterly figures. The series 
consists of net outstanding and accrued interest, 
dividends and rents, other debtors, provision for 
taxation and recommended dividends and other 
creditors. Prior to 1984 the series included only 
amounts receivable from Inland Revenue, outstanding 
interest, dividends and rents and other debtors. 
Because of the definitional change data 
acquisitions for 1984 are not available.

on net

Timeliness
The quarterly net acquisitions figures in 

table 7.13 are normally published In Financial 
Statistics  about four months after the quarter to 
which they relate. The annual holdings figures are 
normally first published towards the end of the year 
following that to which they relate.

i

Further references
A more detailed breakdown of these statistics 

appears in Business M o n i t o r  M05  — In su ran ce  
companies' and p e nsion funds' investment, 
also published about four months after the quarter to 
which the statistics relate. A quarterly article 
describing the statistics more fully appears in 
Br i t i sh bus i ness  usually about three months after 
the relevant quarter.

The annual holdings figures also appear in the 
third quarter issue of Busi ness M o nitor M05  each 
year (the second quarter issue in 1984 and earlier 
years). For 1984 and later years, this monitor also 
gives information on liabilities. An annual article

describing these statistics more fully appears in 
B r i t i s h  b u s i n e s s  usually during November. The 
4nnua/ Abstract of Statistics  , table 17.18 
(1986) also gives these holdings statistics from 1974 
onwards.

Tables 7.14 and 7.15 
Pension funds

The estimates in table 7.14 and 7.15 cover the 
financial assets of the self-administered funded 
schemes of local authorities, the rest of the public 
sector and the private sector. These funds are 
generally run by boards of trustees on behalf of their 
members. Self-administered pension funds are 
distinct from those insured with insurance
companies, which are included in the figures for 
insurance company long-term business in table 
7.13. The main pension arrangements in the central 
government sector are unfunded and therefore 
excluded from these tables.

Funds of companies which are denationalised are 
included with private sector funds from the 
beginning of the quarter following the date of their 
denationalisation.

Compilation
The figures for net acquisitions of assets are 

derived from a quarterly inquiry and those for 
holdings from an annual inquiry. These inquiries are 
conducted by the Department of Trade and Industry. 
All local authority and other public sector funds are 
asked to complete returns and estimates are made in 
respect of any funds that fail to respond. A sample 
of self-administered pension schemes of the private 
sector are asked to respond. The statistics provided 
by these contributors are grossed-up on the basis of 
information relating to the population of the private 
sector, self-administered pension funds at the end of 
1978.

Where funds report holdings of assets at a date 
other than 31 December, adjustments are made to 
the data to make them correspond approximately to 
the end of the calendar year.

The series are reliable but subject to coverage, 
sampling and reporting errors.

Coverage local authority funds
The figures relate to pension funds covering the 

employees of all local authorities in the United 
Kingdom including those funds covering employees 
of the abolished Metropolitan councils and the bodies 
succeeding them. From the second quarter of 1974 
they exclude the funds of water, sewerage and 
drainage boards in England and Wales and trust 
ports whose parent bodies were transferred from the 
local authority sector to the public corporations 
sector, and the funds of local health services, whose 
parent bodies became part of the central government 
sector. Pension funds for the police and fire services 
are not supported by funds and are therefore 
excluded from the statistics.
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The figures relate mainly to schemes covering 
employees of the nationalised industries. ~ 
include some funds which were set up 
nationalisation and certain other funds.

From the fourth quarter of 1967 the estimates 
include the funded schemes of nationalised steel 
companies and from the fourth quarter of 1969 the 
Post Office Staff Superannuation Scheme. From the 
second quarter of 1974 they include the funds of 
water, sewerage and drainage boards in England and 
Wales, and trust ports whose parent bodies were 
transferred on 1 April 1974 from the local authorities 
sector to public corporations sector.

Coverage private sector funds
The figures relate to self-adm inistered pension 

funds of the private sector, including those of 
companies and non-profit-m aking bodies. Funds 
which operate wholly through insurance companies 
are not included. Respondents to the inquiry are 
asked to make returns covering financial assets of 
funds whose investment policy is managed from  
within the United Kingdom, including the funds of 
any subsidiary companies. Some undertakings 
operate two or more pension funds; such 
undertakings have been treated as single funds in the 
statistics.

Valuation
The annual inquiries into holdings ask funds to 

report their assets and liabilities wherever possible at 
current market value and, failing that, at written  
down book value. Transactions in assets and 
liabilities are reported at cash values in the quarterly 
inquiries. The annual figures for total net assets for 
1985 onwards are shown on an accruals basis.

Scope of headings
S h o r t - t e r m  a s s e t s  are those maturing within 

one year of originating date, including loans 
repayable at lenders' option within one year of the 
date of issue, and money at call and short notice. 
They include cash in hand and deposits with the 
monetary sector, certificates of deposit issued by the 
monetary sector, UK Treasury bills, local authority 
bills and temporary money, short-term  assets with 
OFIs, other short-term  assets held in both the United 
Kingdom and overseas and balances due to or from 
stockbrokers. In table 7.15 short-term  assets are 
shown net of short-term borrowing.

The treatment of balances with stockbrokers in 
table 7.14 is as follows; as regards holdings, 
balances receivable from stockbrokers at the end of 
the year are included in o t h e r  s h o r t - t e r m  a s s e t s

and balances payable to stockbrokers are included in 
s h o r t - t e r m  J i a b i f i t i e s .  Transactions in 
amounts due to or from stockbrokers, however, are 
only collected net and so net acquisitions are shown 
under o t h e r  s h o r t - t e r m  a s s e t s .

L o n g - t e r m  b o r r o w i n g :  net acquisitions relate 
to gross borrowing J e s s  repayments in the quarter.

B r i t i s h  g o v e r n m e n t  s e c u r i t i e s :

i n d e x - J i n k e d  were introduced in March 1981, but 
were sold only to pension funds and long-term  funds 
of insurance companies prior to 1982.

UK J o c a J  a u t h o r i t y  s e c u r i t i e s  include loans 
by local authority pension funds to their parent 
authorities.

O t h e r  i n v e s t m e n t  s include items such as 
commodities, gold coins, works of art, insurance 
policies, unauthorised unit trusts, and investments in 
overseas property. From the first quarter of 1986 
British government securities denominated in foreign 
currency are included.

D e b t o r s  n e t  o f  c r e d i t o r s  are included in the 
annual but not the quarterly figures. The series 
consists of income accrued on investments, amounts 
receivable from Inland Revenue, other debtors, 
pensions due but not paid and other creditors.

Timeliness
The quarterly figures in tables 7.14 and 7.15 are 

published in F i n a n c i a J  S t a t i s t i c s  about four 
months after the end-quarter to which they relate. 
The annual holdings figures are normally first 
published towards the end of the year following that 
to which they relate.

fund
Further references

A more detailed breakdown of pension 
statistics appears in B u s i n e s s  l\/tonitor 

I n s u r a n c e  c o m p a n i e s '  a n d  p e n s i o n  f u n d s '  
i n v e s t m e n t , which is also published about four 
months after the end-quarter to which the statistics 
relate. A quarterly article describing these statistics 
more fully appears in B r i t i s h  b u s i n e s s ,  about 
three months after the relevant quarter. An article 
describing the annual holdings statistics usually 
appears in B r i t i s h  b u s i n e s s  during November. 
The A n n u a J  A b s t r a c t  o f  S t a t i s t i c s  provides a 
long series of assets holdings statistics of both 
private and public sector pension funds (table 17.17, 
1987). An article by P.J. Stibbard in the November 
1979 issue of St at i st i c a J  N e w s  — 'Pension funds 
and national accounting' — describes the treatm ent 
of pension funds in the national accounts. 
Supplementary table S11 gives a breakdown of the 
figures in table 7.15 by size of fund.
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Section
Companies

The company sector comprises privately
controlled corporate enterprises organised for profit 
and resident in the United Kingdom. The term 
company is used for convenience rather than in a 
precise sense; the sector mainly comprises
companies registered under the Companies Acts, but 
it includes other bodies with corporate status, i.e. a 
legal personality distinct from the persons that own
it.

Industrial and commercial (I and C) companies 
are distinguished from financial companies and 
institutions because their economic functions are 
quite different. The income of financial companies 
and institutions is derived mainly from interest and 
dividends on, or transactions in, financial assets. The 
income of I and C companies is mainly derived from 
manufacturing and other trading activities in the 
United Kingdom, including the provision of 
non-financial services. Although the title given to 
this section is 'Companies' it mainly relates to 
industrial and commercial companies. However, 
table 8.5 relates to financial companies and 
institutions, while table 8.7 relates to securities 
issued by all types of company, and table 8.9 covers 
insolvencies for all companies and individuals. 
Financial transactions of financial companies and 
institutions are dealt with in Sections 6 and 7.

Industrial and commercial companies
In the national accounts, the term 'companies'

those bodies which have: (a)generally means 
corporate status (b) private control and (c) a policy of 
making profits. The I and C companies sector 
broadly comprises all corporate bodies, including 
property companies, other than public corporations, 
banks and other financial institutions (see below).
The sector includes certain government-controlled 
companies and companies in which the National
Enterprise Board 
societies and

has
private 

serving companies —  
incorporated -  such 
economic activities

an interest, co-operative 
non-profit making bodies 
whether or not they are 
trade associations. The 

of the self-employed 
(unincorporated businesses) are excluded and are 
classified to the personal sector. Also included in the 
financial accounts are some minor financial 
institutions which fall by default into the I and C 
company sector because the necessary figures are 
not available to include them with financial 
companies and institutions.

The coverage of the I and C company sector has 
changed substantially over time because of 
nationalisation and privatisation, transfers of 
activities from the central government to private

liquidations, additions ofcompanies,
newly-incorporated companies and acquisitions of 
unincorporated businesses.

Financial companies and institutions
Financial companies and institutions are those 

companies and other corporate bodies which obtain 
and redistribute funds as their main activity. They 
are divided into;

(a) the monetary sector (see also Section 6)
(b) other financial institutions (see also 

Section 7)
In practice, the figures for other financial

institutions relate to the main groups of financial 
institutions for which there is substantial direct 
statistical reporting, particularly of their financial
transactions. The remaining, less important,
financial institutions are at present included by 
default in the figures for I and C companies. The 
system of direct reporting is being extended to them 
as resources permit so that they can eventually be 
included in the correct sector.

In the financial accounts the financial
transactions of life assurance companies and pension 
funds are included with those of financial 
institutions. However, the appropriation accounts of 
life assurance and pension funds are included in the 
current account of the personal sector ( 
Section 9).

Layout
For the I and C companies sector, the 

appropriation account is shown in table 8.1, their 
sources and uses of capital funds are shown in table 
8.2. An analysis of their net borrowing requirement 
is shown in table 8.3, and a selection of their 
holdings of liquid assets and liabilities is shown in 
table 8.4. A further table, 8.6, shows estimated 
holdings of selected current assets and liabilities by 
large I and C companies. The appropriation account 
of the financial companies and institutions sector is 
shown in table 8.5, with transactions in UK company 
securities given in table 8.7. Acquisitions and 
mergers of industrial and commercial companies 
within the United Kingdom are shown in table 8.8 
and insolvencies in England and Wales are shown in 
table 8.9.

Tables 8.1 to 8.5 and 8.7 are compiled by the 
Central Statistical Office and are part of, or are 
derived from, the national and financial accounts and 
therefore relate in principle to all economic units 
classified to the relevant sectors. The remaining 
tables are compiled by the Department of Trade and 
Industry. Table 8.6 covers large I and C companies 
ie those with capital employed of more than £21.8 
million at end 1982. Table 8.8 covers all I and C 
companies. Table 8.9 covers only England and 
Wales.

Some national accounts concepts
There are a number of features of the accounts 

of the companies and financial institutions sector 
which need to be borne in mind:

1. Geographical coverage
The sector includes only units resident in the 

United Kingdom, so that it excludes the overseas 
branches and subsidiaries of UK companies but 
includes UK branches and subsidiaries of overseas 
companies. Under this definition, transactions 
between UK parent companies and their overseas 
branches and subsidiaries are not netted out by 
consolidation, but are included as transactions with 
the overseas sector, as are transactions of UK 
branches and subsidiaries of overseas parent 
companies with those parents. This affects the
content of all the accounts.

In the appropriation account g r o s s  t r a d i n g  
p r o f i t s  therefore comprise the profits arising in the 
United Kingdom of UK companies and of UK
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subsidiaries of overseas parent companies. The 
profits (remitted and unremitted) of the overseas 
branches and subsidiaries of UK parent companies, 
and earnings of other overseas affiliates, are 
classified as income from abroad.  Profits of the 
UK subsidiaries of overseas parent companies, and 
earnings of other UK affiliates, are included in 
p r o f i t s  due abroad.  Both these items affect the 
financial s u r p l u s  or defi ci t ,  the balance on
capital account (shown in table 1.2).

The capital account relates only to companies
and branches resident in the UK and excludes capital 
expenditure by branches and subsidiaries overseas. 
The unremitted profits of those branches and 
subsidiaries represent an increase in the parent 
company's stake in them and are included in the 
financial accounts as part of direct and other 
investment abroad. Similarly, the unremitted profits 
of UK branches and subsidiaries of overseas parents 
are included in the financial accounts as part of 
overseas direct and other investment in the UK. This 
treatment is discussed in an article F i nanci al 
b a l a n c e s  of i ndust ri al a n d  c o m m e r c i a l  
companies. E c o n o m i c  Trends,  December 1978.

f Ul̂

2. Capital consumption
In the national accounts, consumption of fixed 

assets (depreciation) is measured as the current 
replacement cost of the assets consumed. This 
means that the depreciation charges presently shown 
in individual company accounts are unsuitable for the 
national accounts because they are based on the 
book value of assets and are usually measured at 
historic cost. In the national accounts gross trading 
profits of I and C companies are struck before 
providing for depreciation, but estimates of total 
income and saving — after providing for depreciation 
at replacement cost —  are published annually in 
U n i t e d  K i n g d o m  National Accounts.  See also 
page 5.

3. Stock appreciation
That part of profits, measured on the historic cost 

convention, which is due to the effect of price 
changes between the dates of purchase and use of 
stocks i.e. stock appreciation, should, in principle, be 
excluded from gross trading profits. This adjustment 
is required because appreciation in the value of 
stocks held by a business is not regarded as the 
result of economic activity. Stock appreciation 
should be included on the expenditure side of the 
operating (or production) account as an addition to 
expenditure recorded at historic cost; so that profit is 
the balance between revenue and current costs, 
where current costs reflect historic costs p l u s  stock 
appreciation.

In practice, the balance taken into the 
appropriation account is shown before deducting 
stock appreciation; but supplementary figures of 
gross trading profits after deducting stock 
appreciation are also published and stock 
appreciation is deducted as a separate item in the 
calculation of gross domestic product. The 
undistributed income (or saving) of companies and 
financial institutions is similarly shown in the 
appropriation accounts before providing for 
depreciation and stock appreciation. Estimates of 
saving net of stock appreciation and net of both 
stock appreciation and capital consumption are 
published annually in U n i t e d  K i n g d o m  National

Accounts.  The concepts of capital consumption 
and stock appreciation are discussed at greater 
length on page 5.

4. Gross trading profits of financial companies* and 
institutions

For financial companies and institutions, gross 
trading profits as defined in the national accounts 
are negative. This is because gross trading profits 
are struck before taking into account receipts and 
payments of interest (which are treated as transfer 
payments in the national accounts). Gross trading 
profits therefore exclude the larger part of the 
revenue of financial companies and institutions, 
which is earned by lending money at a higher rate of 
interest than the rate at which they borrow it. They 
are defined as receipts from sales less  wages and 
salaries and purchases of goods and services from  
other enterprises. The only 'sales' that banks make, 
for example, are their charges and commissions, 
which are small compared with their wages and 
other operating expenses. The gross trading profits 
of financial companies and institutions, in a national 
accounts sense, plus  their net interest receipts 
e q u a l s  profits in the more ordinary sense of the 
term.

Tables 8.1 to 8.5
In these tables only transactions crossing sector 

boundaries are recorded. In tables 8.1, 8.2, 8.3 and 
8.5 transactions between companies or institutions 
within the sector are netted out and not included in 
the accounts, and table 8.4 relates only to claims on 
other sectors.

Timeliness
Most of the statistics for a particular quarter first 

appear in the issue of F i n a n c i a l  S t a t i s t i c s  
published four months after the end of that quarter, 
e g. the data for the second calendar quarter appear 
in the October issue, published^ at the end of 
October. Figures for some financial items in tables 
8.2, 8.3 and 8.4 appear a month earlier.

Data sources
Data sources for the current and capital accounts 

of I and C companies are broadly the same as those 
for the current and capital accounts of financial 
companies and institutions. For ! and C companies, 
gross trading profits are estimated from Inland 
Revenue data; gross fixed capital formation and 
change in stocks are estimated by direct surveys. 
Tax payments are derived from Inland Revenue data, 
and interest flows are mainly estimated by applying 
average interest rates to levels of borrowing and 
lending period by period. The main difference in the 
equivalent data for financial companies and 
institutions is that their gross trading profits are 
estimated for each group of institutions separately 
from a variety of sources including, for example, 
published annual accounts, information provided by 
relevant trade associations or by direct surveys.

The sources for the financial account of I and C 
companies, on the other hand, are completely 
different to those for the financial account of 
financial companies and institutions. The latter is 
compiled almost entirely from direct returns provided



11

Companies

‘i;

• «

« «

4

\ K

by the companies and institutions. There are hardly 
any direct returns of this kind for I and C 
companies. Certain short-term items for them are 
obtained from a survey of company liquidity 
addressed to large companies. There are also direct 
returns for instalment credit granted by retailers and 
for certain overseas transactions (mainly direct 
investment). The remaining data for the financial 
account of I and C companies are estimated by a 
variety of indirect methods, mainly using counterpart 
information.

I -

Other publications
The quarterly appropriation, capital and financial 

accounts of I and C companies are published with 
commentary by press notice about three months
after the end of the quarter.

Each issue of Econ om i c  Trends  contains the 
appropriation, capital and, in summary form, financial 
accounts of I and C companies. The quarterly 
National accounts  article in the January, April, 
July and October issues of E c o n o m i c  Trends 
contains the appropriation accounts for I and C 
companies, financial companies and institutions and 
the consolidated companies and financial institutions 
sector, with commentary.

Annual series of the appropriation, capital and 
financial accounts for each sector appear annually in
U n i  ted Ki ngdom Nat i onaJ Accounts —  the 'Blue 
Book.'

The Bank of E n g l a n d  Q u a r t e r l y  Bull et i n 
contains quarterly figures of financial transactions 
presented in a form which gives the total financing 
requirement and the ways in which it is met, e.g. 
from capital issues, bank borrowing and changes in 
liquid assets. The Bank's accounts provide 
seasonally adjusted figures for I and C companies, for 
the monetary sector and for other financial 
institutions, and there is an article on the annual 
figures in the August Bulletin.

Business M o n i t o r  M A 3  contains an analysis by 
Department of Trade and Industry of the published 
accounts of a representative sample of all 1 and C 
companies registered in Great Britain. This has a 
different coverage to the I and C company sector in 
the national accounts as the analysis is based on the 
consolidated group accounts of UK companies which 
include not only UK activity but all activity by these 
companies' overseas subsidiaries and branches. It is 
not possible to provide a breakdown in this analysis 
between UK and overseas activities. The results 
published in M A S  are grossed-up to produce 
estimates for all I and C companies of their balance 
sheet, income and appropriation account, and their 
sources and uses of funds analysed by industry and 
certain types of company. This series started with 
estimates for 1977 in the 12th issue of the MAS  and 
the latest monitor, the 18th issue, published in 1987 
covered 1982 and 1983 with provisional estimates for 
large companies for 1984 and 1985. Prior to the 12th 
issue, the figures published in the monitor covered 
only a panel of large companies.

An outline of the information that is available 
from the MA3 analysis was given in an article, 
'Company Finance: 1977-1982', in British
bus i ness, 3 August 1984.

Economic Trends  for November 1974 contained 
an article entitled 'Estimating companies' rate of 
return on capital employed', which described a

number of different measures of rates of return. The 
article included tables showing the rates of return 
derived from the national accounts data and from the 
Department of Trade and Industry's analysis of 
company accounts. The 'Rate of return' article has 
been updated annually in British business; 
although in recent years it has covered national 
accounts data only. The most recent article 
appeared on 9 October 1987. Rates of return derived 
from large companies' own current cost accounts are 
published in B us/ness M o n i t o r  MAS  and at a more 
disaggregated level in an article 'Performance of 
large companies' in the Bank of England 
Q u a r t e r l y  Bulletin,  November 1987. The 
differences between rates of return calculated from 
company accounts and from national accounts are 
discussed in an article in Economic Trends,  August 
1984.

Table 8.1
Appropriation account of industrial 
and commercial companies
Scope of headings and methodology

Gross trading profits  relate to profits arising 
in the United Kingdom before providing for 
depreciation and stock appreciation and before 
deduction of tax and interest payments. The 
estimates seek to measure the actual profits made 
during the period. Estimates are based upon tax 
data and, for the latest periods, quarterly returns 
from a sample of companies.

Gross trading profits are the largest component 
and also one of the statistically weakest areas of the 
account, especially for the most recent periods. The 
figures for non-North Sea I and C companies are 
based mainly on Inland Revenue statistics. The data 
are subject to revision for several years as 
preliminary assessments are replaced by final ones 
agreed with the taxpayer. The time-lags mean that 
the assessment base has to be projected forward 
two to four years by the use of quarterly data based 
on a sample of company groups. These quarterly 
data are also subject to deficiencies. Finally, 
adjustments are necessary to convert trading profits 
as defined for tax purposes to the national accounts 
definition, particularly as regards the treatment of 
short-term and bank interest.

Gross trading profits of the North Sea oil and gas 
sector are estimated by the Department of Energy on 
the basis of quarterly returns submitted by
companies operating in the North Sea.

Stock appreci at i on  is the part of the change 
in the value of stocks and work in progress which 
arises from increases in the prices at which stocks 
and work in progress are valued. A fuller 
explanation of these estimates, which are subject to 
a wide margin of error, is given on pages 5 and 77.

R e n t  and non-trading income  refers solely to 
income arising in the United Kingdom. It consists 
mainly of interest received on bank deposits held by 
companies, and rent received by property companies 
from letting land and buildings. Income from 
investments in other industrial and commercial 
companies is excluded.

Non-trading income is mainly estimated by 
relating appropriate rates of interest to estimated

j •
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âto

by 
d

i

holdings of various financial assets such as bank 
deposits. Treasury bills, and deposits with local 
authorities. For example, the quarterly interest 
accruing to I and C companies on their deposits with 
banks is calculated by multiplying the average levels 
of their interest-bearing deposits {derived from 
figures supplied by banks on returns they make to 
the Bank of England) by appropriate bank deposit
rates.

Income f r o m  a b r o a d  is presented after 
deduction of depreciation and net of taxes paid 
abroad. I and C companies' income from abroad 
consists of income on direct investment and on other 
investment including oil and export credit. Income 
on direct investment includes the earnings (whether 
remitted to the United Kingdom or not) of

branches, the dividends and parent 
share of undistributed income of

non-resident
companies 
non-resident 
and interest

subsidiaries and associate companies, 
on loans by UK parent companies to

these non-resident affiliates.
Sample information on direct investment income 

is collected by the Department of Trade and Industry 
by inquiry to about 1,000 companies. The estimates 
are derived by grossing-up the sample results using 
weights obtained from the Census of Overseas 
Assets, conducted every three years.

Company sector portfolio income is derived from  
balance of payments information.

Income: u n r e m i t t e d  p r o f i t s  consist of UK 
parent companies' share of the undistributed income 
of non-resident subsidiaries and associate 
companies included in income f r o m  abroad.  The 
retained earnings of non-resident branches and, prior 
to 1984, of non-resident subsidiaries of UK oil 
companies are not included because data are not 
available.

D i v i d e n d s  on o r d i n a r y  shares  relate to 
dividends paid after deduction of advance  
c o r p o r a t i o n  tax  (ACT); payments of ACT are 
included in p a y m e n t s  of UK taxes on income. 
Payments of dividends to other I and C companies 
are excluded. Dividends paid by UK subsidiaries to 
their overseas parent companies are also excluded, 
since these are included in profits due abroad.

Inland Revenue provide figures of dividend 
payments for all companies, net of inter-company 
payments, based on tax data. Payments by financia 
companies and institutions to shareholders outside 
the company sector are deducted from the payments 
by all companies, and an amount is added for 
payments by I and C companies to financial 
companies and institutions.

Other interest a n d  c u r r e n t  t r a n s f e r  
p a y m e n t s  consist largely of interest payments on 
bank advances and debenture interest, including 
interest paid on import credit. Also included are 
royalties and licence fees paid by North Sea oil and 
gas companies which are treated as a form of 
property income paid by the oil companies to central 
government. Other items included are dividends on 
preference shares, companies' current transfers to 
charities and co-operative society dividends and 
interest. Dividends on preference shares are also 
subject to ACT (see d i v i d e n d s  on o r d i n a r y  
shares).

The Department of Energy provide figures for 
royalties and licence fees on oil and gas production. 
Many of the interest payments are obtained in the 
same way as interest receipts, that is, by applying

81

appropriate interest rates to levels of liabilities.
P r o f i t s  d u e  a b r o a d  consist of direct 

investment income due abroad and oil income due 
abroad.

The estimates of direct investment income due 
abroad include the whole of the profits of UK 
branches, subsidiaries and associate companies, 
whether distributed or not, accruing to non-resident 
parent companies. Profits are net of depreciation 
and UK tax. The estimates are obtained in the same 
way as those for direct investment income from  
abroad.

The estimates of oil income due abroad are based 
on information supplied by the oil industry to the 
Department of Trade and Industry and included in 
interest, p r o f i t s  and d i v i d e n d s  debits in the 
balance of payments accounts. Some profits of UK 
subsidiaries of foreign oil companies are netted off in 
the balance of payments accounts against the profits 
of UK oil companies' subsidiaries overseas, and are 
similarly netted off against those profits in income 
from a b r o a d  in this table.

A l l o c a t i o n  of income: u n r e m i t t e d  p r o f i t s  
consist of non-resident parent companies' share of 
the undistributed income of UK subsidiary and 
associate companies included in p r o f i t s  due 
abroad,  including an estimate of that part of the 
profits of UK subsidiaries of foreign oil companies 
which is included in p r o f i t s  d u e  abroad. 
Undistributed earnings of UK branches of 
non-resident companies are not included because 
data are not available.

P a y m e n t s  of U K  taxes on income.  These 
consist mainly of payments of corporation tax 
(including advance corporation tax) and, from the 
fourth quarter of 1978, of Petroleum Revenue Tax.

Inland Revenue provide quarterly data on taxes 
paid by all companies and institutions. The series 
for I and C company tax payments is the residual of 
all companies and institutions' payments after 
deducting financial companies and institutions' taxes 
on income.

Undi S t  ri b u t e d  income  is the 
between total appropriation account income 
payments of dividends, interest and other current 
transfers, profits due abroad and UK taxes on income, 
and is also described as 'saving before providing for 
depreciation, stock appreciation, and additions to tax 
and dividend reserves'.

Undi S t  ri b u t e d  income  a d ju s te d  for 
u n r e m i t t e d  p r o f i t s  excludes profits retained 
abroad by overseas subsidiaries and associates of UK 
companies and includes profits retained in the United 
Kingdom by UK subsidiaries and associates of 
non-resident companies. This series reflects the 
cash flow to companies more closely than 
unadjusted undistributed income. Its introduction 
was explained in the article 'Financial balances of 
industrial and commercial companies' in E c o n o m i c  
Trends, December 1978.

The estimates for undistributed income are 
subject to a wide margin of error.
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Table 8.2
Sources and uses of capital funds
of industrial and commercial
companies

This table shows an alternative presentation of 
the capital and financial accounts (i.e. tables 1.2 and 
1.9 respectively). It shows I and C companies' 
sources of finance {such as undistributed income, 
bank borrowing and share issues) and how funds 
have been employed in the purchase of fixed assets, 
stocks and financial assets. It highlights I and C 
companies' methods of borrowing and the disposition 
of the money raised.

Sources of funds
Undi S t  ri b a t e d  income  is the balance carried 

forward from the appropriation account, measured 
before providing for depreciation, stock appreciation, 
unremitted profits due from or to related concerns 
overseas, and additions to reserves {table 8.1). It is 
the same as sav i ng  in table 1.2.

Net u n r e m i t t e d  p r ofits  comprises profits of 
UK subsidiaries of overseas parent companies which 
are due overseas but are retained in the UK /

of overseas subsidiaries of UKprofits of overseas subsidiaries of UK parent 
companies which are due for payment in the UK but 
are retained overseas. More detailed definitions of 
these components are given in the notes to table 8.1.

Accruals adjustment  comprises the increase 
in tax balances {i.e. tax collected by companies and 
not yet paid to the collecting government 
departments, mainly income tax, value added tax, 
national insurance contributions and, until 1973, 
purchase tax and selective employment tax) plus  the 
difference between accruals of local authority rates. 
North Sea oil royalties, central government
expenditure on goods and services and interest on 
bank deposits and advances {the basis on which 
these items are entered in the national accounts) and 
the corresponding cash payments. See also notes 
on page 26.

Capital transfers (recei pts)  comprises 
investment grants, regional development grants and 
other capital transfer receipts. Figures are obtained 
mainly from government accounts.

Import and other credit r e c e i v e d  consists 
of domestic trade credit received from central
government and public corporations, estimated from 
quarterly returns made by nationalised industries, 
and import credit {up to end-1982, when data 
collection ceased) and advance payments on exports, 
derived from balance of payments information. Other 
trade credit received by I and C companies, e.g. from 
unincorporated businesses, is not recorded.

UK bank b o r r o w i n g  by I and C companies 
covers borrowing from banks by way of advances 
and loans {after addition of 40% of the excess of 
debit over credit transit items — see notes on page 
60), commercial bills and market loans (repayable at 
short notice). The estimates are derived from 
monetary sector statistics {see Section 6).

Other loans and mortgages  comprises 
instalment credit received, loans from the public 
sector (including refinanced shipbuilding credits), 
loans by financial institutions (including loans by 
pension funds to their parent organisation), shares of 
retail co-operative societies, sterling commercial

paper liabilities and cash expenditure by the central 
government on acquiring certain I and C companies.

The estimates of instalment credit debt are 
derived from returns made to the Business Statistics 
Office by retailers. The source of the public sector 
loans figures is the public sector accounts. Loans by 
financial institutions are derived from returns made 
to the Bank of England and Department of Trade and 
Industry. The figures of cash expenditure by central 
government are obtained from government accounts.

UK capital issues  comprises new money
raised by issues for cash only of ordinary shares,
preference shares and loan capital. The excludes 
transactions involving the exchange of company 
securities because no cash expenditure is incurred, 
and therefore no transaction needs to be recorded in 
the financial accounts. The figures cover public 
issues, offers for sale, issues by tender, placings and 
issues to shareholders and employees less
redemptions.

The figures comprise issues by listed public
companies and estimates of unlisted issues compiled 
by the Bank of England (see notes to tables 12.1 
and 12.2). Issues to shareholders are included only 
if the sole or principal share register is maintained in 
the United Kingdom.

The figures for loan capital and preference shares 
include issues by Rolls Royce and British Leyland 
since third quarter 1980, which were taken up by 
central government.

Capital issues overseas:  foreign currency 
issues by UK companies. The information is 
obtained from institutional returns and balance of
payments sources.

O v e r s e a s  direct i nvestment in securities 
covers net purchases of the share and loan capital of 
UK subsidiaries and associates by overseas parent 
companies, as included in the balance of payments 
estimates under the heading overseas i nvestment 
in UK p r i v a t e  sector  —  direct i nvestment. 
The source of the estimates is the Department of 
Trade and Industry's direct investment inquiry.

O t h e r  overseas  investm ent consists of that 
part of overseas investment in UK private sector in 
the balance of payments accounts which relates to I 
and C companies. Included are changes in branch 
indebtedness to head office and in inter-company 
accounts and borrowing abroad from banks etc. by 
UK companies. Excluded are intra-company 
investment taking the form of acquisition of UK 
company securities, which is shown as overseas 
direct investment in securities,  and profits 
retained by UK subsidiaries and associates of foreign 
parent companies (included in net unremitted 
profits).  The treatment of unremitted protits 
differs from that used in table 1.9, where unremitted 
profits are included in overseas direct and other 
investment i n UK.

The source of the estimates of direct investment
is the direct investment inquiries by the Department 
of Trade and Industry.

Uses of funds
Capital transfers ( p a y m e n t s ) comprises 

taxes on capital and capital transfers to public 
corporations.

Gross domestic fixed capital formation' 
and increase in book value of stocks:  the 
quarterly sample inquiries conducted by the Business
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Statistics Office, and addressed to establishments in
manufacturing industry and wholesale and retail
distribution, form the basis of the quarterly
estimates. The annual Census of Production
provides benchmark information for the
manufacturing industries (divisions 2 to 4 of the 1980
SIC), and there are supplementary annual inquiries to
certain other industries.

for I and C comoanies areSeparate figures tor I and U companies 
obtained by aggregating the relevant components 
within each industry. In some instances the 
industries are self-classifying; use is made of the

detailed benchmark inquiries tooccasional very 
apportion estimates for other industries by sector.

In v e s tm e n t in UK c o m p a n y  s e c u r i t i e s  
consists of:

(i) cash expenditure on acquiring businesses as 
going concerns in the United Kingdom. This 
series is based on reports of bids and deals 
published in the press and is derived from  
the Department of Trade and Industry's 
series on acquisitions and mergers (see 
notes to table 8.8).

(ii) cash expenditure on trade investments in 
the United Kingdom. The figures are 
estimates by the Bank of England and the 
Central Statistical Office, based on figures 
from the Department of Trade and Industry's 
analysis of company accounts, and are very 
uncertain. Figures for 1987 onwards are 
based on the Department of Trade and 
Industry's survey of company liquidity (see 
table 8.6).

(iii) divestments of businesses as going 
concerns which take the form of 
management buy-outs. This series is based 
on reports published in the press.

(iv) issues of new shares to employees. This 
series is based on Inland Revenue 
information on the take-up under approved 
schemes.

Acquisitions financed by the issue of share and 
loan capital are excluded; these are not cash 
transactions and therefore do not feature in the 
financial accounts. Estimates of acquisitions 
financed in this way are included in table 8.8.

Direct  in v e s tm e n t in  o v e rs e a s  s e c u r i t i e s  
consists of the acquisition by UK companies of share 
and loan capital in overseas subsidiaries and 
associates. The estimates are derived from the 
direct investment inquiry conducted by the 
Department of Trade and Industry

Other  in ve s tm en t o v e r s e a s  consists of part of 
UK private investment overseas by I and C companies 
in the balance of payments accounts. It includes 
changes in branch indebtedness to head office and in 
inter-company accounts, and miscellaneous 
investment overseas. However, investment taking 
the form of acquisition of overseas company 
securities, which is shown as d i r e c t  investment 
in over se a s  securities,  and profits retained by 
overseas subsidiaries and associates of UK 
companies are excluded. These unremitted profits 
are included in undi st ri b u t e d  income  but are 
offset by being brought in again as a negative 
component in net L /n re m itte d  profits.  They are 
therefore counted neither as a source of funds nor as 
a use of funds; this treatment differs from that used 
in tables 1.2 and 1.9, where the retained profits are 
included as income (saving) of I and C companies

Companies

and as d i r e c t  a n d  o t h e r  i n v e st m e n t  abroad. 
Thus the retained profits are recorded in those tables 
as if they had been remitted and re-lent to the 
subsidiary by the parent company, whereas in this 
table they are effectively ignored.

The source of the estimates for direct investment 
is the annual inquiry by the Department of Trade and 
Industry.

Export a n d  o t h e r  c r e d i t  g i v e n  comprises 
instalment credit extended by retailing companies, 
domestic trade credit extended to public 
corporations, export credit (up to end-1982, when 
data collection ceased) and advance payments on 
imports (lower coverage from end-1982).

Instalment credit extended by retailers is 
estimated from returns made by retailers to the 
Business Statistics Office. Credit extended to public 
corporations is estimated from returns made by 
nationalised industries. Advance payments on 
imports are derived from balance of payments 
information as was export credit until data collection 
ceased at end-1982.

Bank d e p o s i t s  are gross deposits {less  60% of 
the excess of debit over credit transit items -  see 
notes on page 60). The estimates are obtained from  
monetary sector statistics. A description of the 
estimates for holdings of n o fe s  and c o in  is given 
on pages 19 and 105.

B r i t i s h  g o v e r n m e n t  s e c u r i t i e s :
transactions in British government securities are 
derived from the holdings figures of large I and C 
companies. The source is the Department of Trade 
and Industry's survey of company liquidity (see table 
8 .6 ).

O t h e r  l i q u i d  a s s e t s  comprise Treasury bills, 
tax instruments, local authority temporary debt, 
deposits with building societies (including from  
second quarter 1983 certificates of deposits and from  
fourth quarter 1983 'wholesale' time deposits) and 
deposits with other financial institutions.

I and C companies' transactions in Treasury bills 
are obtained as differences between consecutive 
figures of end-period holdings which are estimated 
by residual; identified holdings by the monetary, 
overseas and other financial institutions sectors are 
deducted from total market holdings, persons' 
holdings being assumed to be negligible.

Transactions in local authority debt are taken 
from the local authorities' analysis of their debt (see 
tables 4.6 and 4.7). Changes in deposits with

obtained from the sector
theirof deposits (see

Ireland

building societies are 
analysis by the societies 
table 7.7); changes in deposits with other financial 
institutions are supplied by the Department of Trade 
and Industry and the Bank of England.

O t h e r  f i nanci al a s s e t s  comprise.
(i) O t h e r  p u b l i c  sector:  Northern 

central government debt (source: public 
sector accounts), repayment of loans by I 
and C companies to the British Steel 
Corporation (source: public corporation 
accounts), and other identified lending to 
the public sector.

(ii) O t h e r  UK  d o m e s tic ; other 
lending to financial institutions.

(iii) O v e rs e a s : miscellaneous overseas
instruments, namely other commercial 
short-term  assets (net) from the balance of 
payments accounts, and the timing and 
coverage adjustments between the overseas

identified
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sector figures in the financial accounts and 
the balance of payments accounts, other 
than those allocated to other sectors.

Ba l a nc i n g  item  is the balance on the accounts 
of the I and C companies sector and reflects 
statistical errors and omissions in the identified 
items throughout the appropriation, capital and 
financial accounts.

Two items which are not recorded in the financial 
accounts are changes in trade credit extended by I 
and C companies to other domestic sectors and 
c o m p a n y  loans to the personal sector  {e.g. 
loans to employees and unincorporated business), 
but possibly more important is the mis-allocation 
between sectors of certain recorded items. For
example, company sector transactions in land and 
existing buildings are obtained as a residual in the 
sector classification in which some components are

4

thought to be unreliably estimated. There is a 
general discussion on the sector balancing items on 
page 27.

Table 8.3
Net borrowing requirement of
industrial and commercial
companies

This table rearranges the sources and uses of 
capital funds in table 8.2 to show the items leading 
to the net borrowing requirement and how it is 
financed. The net borrowing requirement measures I 
and C companies' need for external finance, net of 
liquid and certain other financial assets; it reflects 
the amount by which the companies' expenditure on 
fixed assets, stocks, capital transfers (net), trade 
investments, acquisition of subsidiaries in the United 
Kingdom, investment abroad and net trade credit 
exceeds the increase in their internal funds. The 
concepts underlying the net b o r r o w i n g
requirement  are discussed in the article
Financial bala nc e s  of industrial companies 
in Econ om i c  Trends,  December 1978.

The seasonally adjusted series incorporate the 
seasonal factors, calculated by the Central Statistical 
Office, for the items from the appropriation and 
capital accounts and, for the financial transactions 
series, seasonal factors calculated by the Bank of 
England.

Most of the unadjusted series in this table are 
taken direct from table 8.2. The re-arrangements 
are detailed below.

F i nanci al surplus or deficit  comprises 
undistributed income plus  capital transfers 
(receipts) less  capital transfers (payments), gross 
domestic fixed capital formation and increase in book 
value of stocks, as also set out in the summary 
capital account leading to the f i nanci al surplus 
or def i ci t in table 1.2.

Accruals adjustment  is shown split between 
increase in tax balances  and other.  The
components of each are described in the notes on 
the accruals adjustment in table 8.2.

I n v e s t m e n t  abroad  is the total of direct 
i n v e s t m e n t  in overseas securities  and other 
i n v e s t m e n t  overseas  in table 8.2.

Other bo r r ow i n g  is the total of other loans and 
mortgages, UK capital issues (ordinary shares and 
debentures and preference shares), capital issues

overseas, overseas direct investment in securities 
and other overseas investment in table 8.2.

Financial assets: liquid  comprises bank 
deposits, notes and coin, British government 
securities and other liquid assets from table 8.2.

Financial assets: other  comprises other 
public sector financial assets, other UK domestic and 
overseas financial assets from table 8.2.

Net b o r r o w i n g  requirement  is the total of all 
the borrowing and liquid asset items which finance it 
(columns 11 to 14). Alternatively it is the total of all 
the items leading to the requirement (columns 1 to 8) 
and the balancing item (column 9) with the opposite 
sign. Taking all the accounts, current and capital (as 
summarised by the f i nanci al surplus or 
deficit)  and financial (as summarised by the 
remaining items in the table), the total of all flows 
into and out of the sector is zero.

Table 8.4
Selected liquid assets of industrial
and commercial companies

This table illustrates the relative importance of 
selected liquid assets of industrial and commercial 
companies, with bank advances shown for 
comparison. The categories broadly correspond with 
those used in the financial accounts and are 
compiled from the same sources.

The breaks in series at fourth quarter 1981 result 
from the introduction of the monetary sector (see 
page 60). The breaks after fourth quarter 1980, third 
quarter 1982 and fourth quarter 1985 represent 
privatisations of public corporations.

Depo si t s  with m o n e t a r y  sector  are 
consistent with the sector analysis of gross deposits 
shown in table 6.2, with the sterling and foreign 
currency deposits each split between certificates of 
deposit and other deposits. The notes in Section 6 
give further information, including details of the 
changes in coverage.

Depo si t s  with building societies  are 
obtained from the sector analysis of shares and 
deposi ts in table 7.7. The break in series at 
second quarter 1978 reflects a more detailed sector 
analysis of deposits returned by the building 
societies which separately identified holdings by 
pension funds and overseas residents.

Deposits with other f i nanci al 
institutions  comprises deposits with finance 
houses and certain miscellaneous financial 
institutions. The series was discontinued after 
fourth quarter 1981 when licensed deposit taking 
institutions became part of the monetary sector.

Market Treasury bills  are shown in table 3.7, 
analysed by sector. The figures for 1 and C 
companies are derived by residual and therefore 
include unidentified holdings by other sectors.

Tax i nst rument s are obtained from table 3.11 
and include unidentified holdings by other sectors. 
The break at first quarter 1978 reflects identification 
of holdings by public corporations.

British government securities:  holdings 
are derived from the Department of Trade and 
Industry's survey of company liquidity; figures are 
grossed up approximately to cover the whole 
company sector.

Local authority temporary debt:  is shown 
in table 4.6, analysed by holder.
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loca) a u t h o r i t y  longer term debt  covers 
non-marketable debt only, as shown in table 4.7.

Bank a d v a n c e s  comprises the bulk of lending to 
I and C companies shown in table 6.2 (sterling and 
foreign currency). The figures in table 6.2 also 
include lending other than by advances e.g. by 
purchase of securities.

Table 8.5
Appropriation account of financial 
companies and institutions
Scope of headings and methodology

Cross t r a d i n g  profits.  These 'national 
accounts profits' are calculated before providing for 
depreciation and stock appreciation, but the latter is 
estimated to be negligible. As stated in the 
introduction to Section 8, they are measured, in

the difference between financial
and

II

principle, by
companies' and institutions charges 
commissions and their management expenses. 
Adding net interest received gives profits in the more
ordinary sense.

In practice, a major difficulty is that there is no 
single source for estimating the gross trading profits 
of financial companies and institutions. The annual 
estimates are compiled from various sources using a 
number of different methods: for the monetary 
sector, they are based on information collected by 
the Bank of England, whilst, for other financial 
companies and institutions, the figures are based on 
direct surveys, published annual accounts and 
information provided by relevant trade associations.
In all cases, the Central Statistical Office makes a 
number of adjustments in order to bring the figures 
onto a national accounts basis. Quarterly estimates 
are largely obtained by interpolation and 
extrapolation from the annual figures. The resultant 
estimates are subject to a wide margin of error.

Rent and n o n - t r a d i n g  income.  Interest 
receipts of the monetary sector are imputed by 
applying appropriate interest rates to the sector 
analysis of bank advances provided by the Bank of 
England.

Interest receipts of building societies are 
composed mainly of interest payments on mortgages 
for house purchase. The figures are supplied 
directly by the building societies.

Interest receipts of other financial companies and 
institutions comprise mainly receipts of investment 
income and receipts by finance houses on their 
lending, calculated mainly by applying appropriate 
interest rates to advances or holdings.

Income f r o m  a b r o a d  comprises income from  
direct, portfolio and other investment abroad, 
including net earnings on dealings in euro-currency.

The source of the estimates of direct investment 
income is the inquiry by the Department of Trade and 
Industry; portfolio investment income is derived from  
balance of payments information. Estimates of other 
investment income are based mainly on returns to 
the Bank of England.

D i v i d e n d s  and interest payments.  Dividend 
payments are derived from quarterly information 
provided by the Stock Exchange. As with I and C 
companies, dividend payments are net of advance 
corporation tax, payments of which are included in

UK taxes on income.  For debenture interest, the 
Inland Revenue provide figures of payments by a 
companies: the proportion of these which relates to 
financial companies is estimated by the Central 
Statistical Office.

Other interest payments by the monetary sector 
are payments on deposits with banks. These are 
obtained by applying appropriate interest rates to the 
sector analysis of deposits supplied by the Bank of 
England.

The building societies supply quarterly data on 
interest paid out, but some further calculation is 
necessary. Total interest (net of tax) is derived by 
adding interest paid out, interest accrued and 
credited to accounts, and other accrued interest not 
credited to accounts. Tax payments by the societies, 
calculated at the composite rate, are then added in to
give total gross accrued interest.

Following the introduction of the monetary sector 
in November 1981 (see Section 6). interest payments 
by the remaining financial institutions have fallen to 
very small amounts. Prior to that, they included 
payments by finance houses and the Trustee savings 
banks on deposits placed with them. Finance houses 
licensed to take deposits and Trustee savings banks 
are now part of the monetary sector. Prior to 
January 1981, they also included payments on 
deposits in the National Savings Bank investment 
account, which became part of central government at
that date.

P r o f i t s  d u e  a b r o a d  net of UK tax  is 
composed entirely of payments on direct investment; 
the source of the estimates is the inquiry by the
Department of Trade and Industry.

UK taxes on income.  The annual figures are 
provided by Inland Revenue and consist of payments 
of corporation tax on taxable income, including 
advance corporation tax. For the quarterly figures, 
payments of corporation tax are assumed to be made 
in the first calendar quarter whilst ACT payments are 
assumed to be made when they are due and are 
calculated by applying the appropriate tax rate to the
relevant dividend payments.

U n d i s t r i b u t e d  income  is the balancing item in
the table, and is equivalent to saving before 
providing for depreciation, stock appreciation, 
unremitted profits due from or to related concerns 
overseas, and additions to reserves. This figure is 
subject to a wide margin of error.

Table 8.6
Liquidity of large industrial and 
commercial companies

This table gives estimates of the holdings of 
current assets and liabilities by all large I and C 
companies. 'Large' companies are those which had 
capital employed of more than £21.8 million at the 
end of their 1982 accounting year, plus those former 
public corporations that had become part of the 
company sector by the end of 1984. This definition 
encompasses about 700 of the largest I and C 
companies.

I
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Method of compilation
The estimates are derived from the results of the 

Department of Trade and Industry's quarterly survey 
of company liquidity. This is a voluntary inquiry with 
a panel of just over 300 large companies which is 
taken to be representafive of large 1 and C companies 
as a whole. Respondents are asked to state the book 
value of their current assets and liabilities at the end 
of each quarter. Current assets are those that can be 
realised within twelve months and current liabilities
are those that are due to be repaid within twelve 
months. Liquidity ratios are defined as total current 
assets as a percentage of total current liabilities. A 
question is also included on longer term borrowing 
from UK monetary sector institutions.

Until May 1985, results had been published in 
respect of the survey companies only. For total 
current assets, total current liabilities, net current 
assets and the liquidity ratio, series have been 
calculated, on the new basis, separately for 
manufacturing and non-manufacturing companies, 
going back to the fourth quarter of 1969, when the 
company liquidity survey was begun. However, 
estimates of all I and C companies' holdings of 
individual assets and liabilities shown in the second
part of the table are only available from the fourth 
quarter of 1982.

The survey panel is updated at the end of each 
year to bring in new recruits and exclude companies 
no longer contributing. The two sets of results shown 
for individual assets and liabilities in the fourth
quarter of each year represent the different 'baskets' 
of assets and liabilities held by the outgoing and 
incoming survey panels.

From the first quarter of 1987 the questions in 
the company liquidity survey form relating to 
individual assets and liabilities were revised to take 
account of recent developments in company finance, 
but the definitions of total current assets, total 
current liabilities, net current assets and the liquidity 
ratio remain the same.

Quality
Net current assets and liquidity ratios presented 

here indicate the financial position of large industrial 
and commercial companies only with regard to the 
specified current assets and liabilities covered by the 
survey: they do not summarise the whole financial 
position of those companies. The importance of the 
assets and liabilities covered in the survey varies 
between companies, depending upon the relative 
importance of creditors, debtors and stock holdings. 
Although the results include estimates for large 
industrial and commercial comoanies notcompanies
contributing to the survey the panel of contributors 
may not be representative of such companies, and 
even less so of all industrial and commercial
companies.

Timeliness
The figures are first published in B r i t i s h  

b u s i n e s s  about nine weeks after the end of each 
quarter. They are then included in the next issue of 
F i n a n c i  a1 S t a t i s t i c s  about twelve weeks from 
the quarter end, i.e. the figures for 30 June appear in 
F i n a n c i a l  S t a t i s t i c s  first in the September
issue.

Use in financial accounts
Holdings of British government securities by large 

I and C companies are used to provide estimates for 
the industrial and commercial company sector as a 
whole.

Other publications
An article describing the survey, and reviewing its 

results since its inception in 1970 until the middle of 
1974, was published in E c o n o m i c  T r e n d s  No. 253, 
November 1974. It included a comparison between 
the survey results and the equivalent statistics for ail 
I and C companies from the financial accounts and 
shown in table 8.3. A further article in E c o n o m i c  
T r e n d s  N o .  263,  May 1977, updated the comparison 
to the end of 1976.

The B r i t i s h  b u s i n e s s  article of 31 May 1985, 
C o m p a n y  l i q u i d i t y  in t h e  f i r s t  q u a r t e r  

introduced the results estimated for all large I and C 
companies. A technical note at the end of this 
article gives a more detailed description of how the 
estimates are derived.

Table 8.7
Transactions in UK company
securities

This table brings together quarterly estimates of 
transactions in UK company securities shown in the 
financial accounts so that the net transactions of 
each sector can be compared. It also shows how 
estimates of transactions by the personal sector, 
which is the residual item, are derived.

C a p i t a l  i s s u e s  include both United Kingdom 
and overseas issues. A detailed breakdown of other 
transactions by other financial institutions can be 
found in Section 7. A more detailed description of 
the make-up of this item is given in Section 1 on 
page 24.

Table 8.8
Acquisitions and mergers of
industrial and commercial
companies within the United
Kingdom

The statistics of acquisitions and mergers of 
companies in this table are based on reports in the 
financial press, supplemented by special inquiries to 
the companies to determine the timing, value and 
method of payment for particular transactions. In an 
acquisition, one company gains control of another by 
acquiring more than fifty per cent of the voting 
shares; in a merger, two companies combine by the 
formation of a new company with ownership of more 
than fifty per cent of the voting shares in each of the 
two combining companies.

The table covers all acquisitions and mergers 
between United Kingdom industrial and commercial 
companies except acquisitions between subsidiaries 
of the same company group, which are not included 
because they relate to internal re-organisation, not
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to change of ownership and industrial restructuring.
Figures of acquisitions by financial companies are 

not included as compilation of such figures ceased at
the end of 1979.

Method of compilation
As far as possible, the transactions are recorded 

for the date when they are finalised, e.g. when a bid 
is declared unconditional or a contract to purchase is 
signed. They are valued, in general, in terms of the 
expenditure at the time of the transaction but include 
any investment during the last twelve months in the 
acquired company. Where possible, the values are 
market values. Where this is not possible fe.g. where 
the acquired company is unlisted) the transaction is, 
in general, valued at the net book value of the 
acquired company. Where payment is to be made 
over a period, the value is recorded as though made 
in full at the time of the transaction.

A merger is valued at the value of the smaller 
company's share of the newly formed company.

Table 8.9
Wales

Timeliness
The statistics for industrial and commercia 

companies are first published in B r i t i s h  b u s i n e s s  
about six weeks after the quarter end and are 
included in the next issue of F i nanci ai 
S t a t i s t i c s  about eight weeks from the quarter 
end, i.e. the figures for the quarter ending 31 March 
appear in Financial Stat i st i cs  first in the May
issue.

Scope of headings
N u m b e r  o f  c o m p a n i e s  a c q u i r e d  includes

mergers.

Use in financial accounts
The figures for expenditure in the form of cash, 

less  that part used for the purchase of companies 
that are already subsidiaries (i.e. excluding cash 
payments by one I and C company to another) are 
used as an estimate of payments by industrial and 
commercial companies to other sectors in the course 
of making acquisitions. The estimate is overstated 
to the extent that it includes some cash payments to 
other industrial and commercial companies holding 
shares in the acquired company. However, this is 
broadly offset by omission of cash payments to 
minority shareholders in other sectors in acquisitions 
of existing subsidiaries. The payments are assumed 
to be to the personal sector.

Other publications
As well as publication in Br i t i sh bus i ness, the 

statistics for industrial and commercial companies 
are published quarterly in B u s i n e s s  M o n i t o r  MQ7 . 
Acqui si t i ons and  M ergers  of Indust ri a1 and 
Commerci al Companies,  which provides more 
detailed information, including analyses by industry 
and by size of transaction and some figures of 
acquisitions by, and of, overseas companies.

The Annual Abstract of S t a t i s t i c s  provides 
annual industrial analyses of expenditure and the 
number of companies acquired for the latest eight 
years, see table 17.25 (1987).

The Insolvency Act 1985 received Royal Assent on 
30 October 1985. It was later consolidated with 
certain insolvency provisions remaining in the 
Companies Act 1985 as the Insolvency Act 1986 and 
the Company Directors Disqualification Act 1986. 
The Secretary of State for Trade and Industry 
appointed by Statutory Instrument 29 December 1986 
as the date for the Insolvency Act 1986 to come into 
force. The new legislation totally replaced the 
Bankruptcy Acts 1914 and 1926, and also replaced the 
insolvency provisions of the Companies Acts.

I n s o l v e n t  i ndi v i dual s are dealt with under 
the Bankruptcy Act 1914, the Bankruptcy 
(Amendment) Act 1926 and the Insolvency Act 1986, 
or, when they make arrangements with their 
creditors, under the Deeds of Arrangement Act 1914. 
Under the Bankruptcy Acts a receiving order is made 
by the court on the petition of a creditor if it is 
satisfied that the debtor has committed an act of 
bankruptcy, as listed in section 1 of the Bankruptcy 
Act 1914, or on the petition of the debtor himself. 
The receiving order makes the Official Receiver, who 
is an officer of the court, receiver of the debtor's 
estate and deprives the debtor of the right to deal 
with it. A bankruptcy order under the Insolvency Act 
1986 is made by the court on the petition of a 
creditor if it is satisfied that a debt of the debtor has 
not been paid or secured or there is no reasonable 
prospect of his paying it when it falls due, or on the 
petition of the debtor himself. Bankruptcy orders are 
equivalent to receiving orders made under the 
repealed legislation but also adjudge the debtor 
bankrupt whereas adjudication was a further 
separate order under the old legislation. The 
bankruptcy order makes the Official Receiver receiver 
and manager of the bankrupts estate pending the 
appointment of an insolvency practitioner as trustee 
or the Official Receiver himself becoming trustee.

Administration orders, which are made under 
section 130 of the Bankruptcy Act 1914, relate to 
deceased insolvents: under section 421 of the 
Insolvency Act 1986 the Administration of Insolvent 
Estates of Deceased Persons 1986 replaced 
administration orders with insolvency administration 
orders, which are included with bankruptcy orders.

Individual voluntary arrangements were 
introduced in the Insolvency Act 1986 to enable 
insolvent debtors to come to terms with their 
creditors with the minimum of formality and court 
involvement.

Deeds of arrangement relate to arrangements 
between debtors and creditors that are reached 
without recourse to the courts under the Deeds of 
Arrangement Act 1914.

In s o lv e n t  c o m p a n i e s  are dealt with under the 
Companies Acts and the Insolvency Act 1986 and the 
figures refer to the two types of company liquidation 
that involve insolvency. The figures for compulsory 
liquidations relate to winding-up orders made by the 
courts. The figures for creditors' voluntary 
liquidation, in yvhich the company and its creditors 
come to terms without court proceedings, relate to 
notifications to the Registrar of Companies of 
resolutions to wind up under section 380 of the 
Companies Act 1985. There is a third type, members' 
voluntary liquidations; these do not involve 
insolvency and they are not included in the figures.
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The Insolvency Act 1986 also introduced 
administration orders for companies and company 
voluntary arrangements, but if the company involved 
is insolvent it will eventually be recorded as a 
compulsory or creditor's voluntary liquidation so they 
are not shown in the table.

I nso] vent part nershi ps  dealt with under the 
bankruptcy acts are included in the figures for 
receiving orders. A single receiving order may be 
made against a partnership or receiving orders may 
be made against partners individually. Under section 
420 of the Insolvency Act 1986 the Insolvent 
Partnership Order 1986 introduced a change in the 
treatment of insolvent partnerships, so they may be 
wound up as if a company, and proceedings against 
insolvent partnerships begun after 29 December 1986 
therefore appear as company liquidations. 
Bankruptcy orders may be made against individual 
partners with or without a winding up order against 
the partnership.

The Insolvency Act 1976 changed some aspects 
of the law relating to both bankruptcy and company 
liquidations. Its provisions include an increase in the 
minimum debt to support a creditor's petition for 
bankruptcy. At about the same time, an amendment 
to the Bankruptcy Rules 1952 increased the deposits 
required on bankruptcy petitions. These changes 
have reduced the number of receiving orders from 
the beginning of 1977.

On 1 October 1984 the amounts of minimum 
debt (SI 1984 No. 1199) and deposits (SI 1984 No. 
1371 (L.14)) required were further increased. The 
increase in minimum debt was of the same order as
that at the end of 1976 but the increase in deposits 
on petitions was considerably smaller (in percentage 
terms) than before.

The Insolvency Fees Order 1986 came into force 
on 29 December 1986 and set the amounts of the 
deposits required under the Insolvency Act 1986. For 
bankruptcy petitions the deposits are unchanged 
from those set on 1 October 1984 but for the first 
time a deposit of £200 was imposed in respect of 
winding up petitions, and this may have contributed 
to the fall In compulsory liquidations during 1987.

Method of compilation
The figures for bankruptcies and compulsory 

winding-up orders are provided by the Insolvency 
Service of the Department of Trade and Industry, 
who collect the basic data from the official receivers 
for the various courts. The figures for creditors' 
voluntary liquidations are provided by the Registrar

of Companies of the Department of Trade and 
Industry, and are based on the notifications that 
companies that go into this type of liquidation are 
obliged to make within 14 days of the resolution to 
wind-up. The figures for individual voluntary 
arrangements are provided by the Insolvency Service 
from registrations which supervisors of individual 
voluntary arrangements are required to make.

Timeliness
Monthly statistics are first published in British 

busi ne s s  two to three weeks after the end of each 
month. The more detailed quarterly figures are 
published in B r itish busi ne s s  about three to four 
weeks after the quarter end and are included in the 
next issue of Financial St at i st i cs  about eight 
weeks from the quarter end, i.e. the figures for the 
quarter ending 31 March appear in Financiai 
Stat i S t  i cs  first in the May issue.

Other publications
An article describing the insolvency statistics and 

giving quarterly statistics from the beginning of 1960, 
with industrial analyses from the beginning of 1969, 
was published in Economic Trends N o . 257. March 
1975.

The quarterly article in British business 
includes an industrial analysis up to the penultimate 
quarter. Annual figures for company liquidations, 
including those in Scotland, are given in the 
Companies Report  and for receiving orders in the 
B a n k r u p t c y  Cenerai Annual Report.  The
Companies Report  provides annual totals for the 
latest few years, with industrial analyses for the 
latest two years. The B a n k ru p t c y  General 
Annual Report  provides, for the latest year, an 
analysis of receiving orders and receiving orders 
administered (i.e. those orders remaining after 
consolidations and rescissions before 31 December) 
by court, and for receiving orders administered and 
deeds of arrangement, an industrial analysis of both 
numbers of cases and the assets and liabilities 
involved.

An article in British business  24 April 1981 
gives figures for Scotland and Northern Ireland as 
well as England and Wales for the last 11 years plus 
an industrial analysis of company liquidations in 
Great Britain for the last two years. An article in the 
7 August 1981 issue compares the number of 
company liquidations by industry in 1980 with the 
number of companies in operation.

1 In the national accounts, expenditure on assets is 
classified under gross domestic fixed capital formation 
(GDFCF) and according to the sector owning the asset. 
Expenditure by specialist finance leasing companies 
(which are included in the financial companies and 
institutions sector) is recorded as financial companies’ 
and institutions' GDFCF. Thus expenditure on assets 
acquired under finance lease arrangements and which are 
used (but not owned) by industrial and commercial 
companies, is not included in GDFCF in table 8.2, Industrial

and commercial companies sometimes act as leasing 
companies themselves. The capital expenditure on the 
leased assets concerned is, at least in principle, included 
in industrial and commercial companies' GOFCF in the 
table

Annual estimates of investment by financial companies 
(including, tor example, banks as weJt as specialist 
financial leasing companies) in assets for leasing, hiring 
and renting out are given in supplementary table S8.
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The Annual Abstract of Statistics,  1987 
(tables 17.27 to 17.31) provides an 11 year run of 
annual totals for company liquidations of each type 
(including members' voluntary liquidations), for 
receiving orders administered, and for deeds of 
arrangement. Annual totals of the assets and 
liabilities involved are given with the figures for 
receiving orders administered and deeds of

A b s t r a c t ofarrangement. The Annual 
St at i S t  i cs  also includes the equivalent figures for 
company liquidations in Scotland and Northern 
Ireland, for sequestrations (which relate, under 
Scottish law, to individual insolvents) in Scotland, 
and for bankruptcies and deeds of arrangement in
Northern Ireland. ;  r  f  •
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Section
Personal sector

The section on the personal sector is one of the 
shortest in Financia} Statistics.  This reflects 
the lack of direct statistical reporting by the sector 
rather than its importance in the financial system. In 
fact, personal saving is one of the most important 
sources of new funds for the economy as a whole 
and the financial surplus or deficit  of the 
personal sector is large in comparison with other 
sectors.

The information used to construct accounts for 
the personal sector is collected mainly from the 
counterpart sector institutions concerned in the 
various transactions (e.g. public sector and financial 
institutions). In most other cases, estimates of 
personal sector transactions are obtained by residual 
from the estimated net transactions of all other
sectors.

Definition of sector
The personal sector is made up mainly of 

individuals resident in the United Kingdom; it also 
includes all unincorporated private businesses, sole 
traders and partnerships, non-profit-making bodies 
serving persons, and private trusts.

The first component covers individuals living in 
households and in institutions as well as members of 
the armed forces stationed abroad.

Unincorporated businesses do not have a 
separate legal existence and sometimes their 
activities cannot be distinguished from the private 
activities of their proprietors. Thus they are part of 
the personal sector and cannot be completely 
separated from it. These businesses are largely 
engaged in distribution, the construction trades, 
agriculture or services (including the medical and 
legal professions). Stockbrokers and jobbers are also 
treated as unincorporated businesses (even if they 
have adopted limited liability) as are Lloyds 
underwriters.

Private non-profit-making bodies serving persons 
comprise universities and non-profit-making schools 
and colleges, churches, charities, clubs and societies, 
trade unions, and private housing associations. Some 
of these bodies are incorporated under the 
Companies Acts but they are included in the personal 
sector if they are recognised as charitable for tax 
purposes and if their principal object is to provide 
services or benefits to individuals or other bodies in 
the personal sector.

Private trusts, other than for charitable purposes, 
are set up by individuals usually for named 
beneficiaries.

Long-term insurance and pension funds
A peculiarity of the financial accounts is the

sector treatment of long-term insurance and pension 
funds. These are treated as part of the personal 
sector in the current account, but as part of the OFI 
sector in the financial account. Amounts paid by 
employers into these funds as premiums and 
contributions and the rent, dividend and interest that 
the funds receive are included in personal income. 
Contributions and premiums paid by employees, 
policyholders etc. on their own behalf are transfers 
within the personal sector and are not included in the 
sector accounts. They may be regarded as 
components of saving through the funds. The cost

of administering the funds are treated as consumers' 
expenditure. Transfers to the state pension scheme 
are included in National Insurance, etc. contributions. 
Pensions and other benefits paid out are also 
transfers within the personal sector and not included 
in the sector account. They may, nevertheless, be 
used to finance consumption or saving other than 
through the funds. The balance of all these 
transactions represents the net amount saved 
through the funds and the net amount available for 
investment by the funds and is a major component of 
personal saving. It is treated as financial investment 
by the personal sector in long-term insurance and 
pension funds in the OFI sector and is recorded in the 
personal sector financial account as an increase in 
persons' claims on OFI's and as a corresponding 
liability in the OFI sector account. The financial 
transactions of the funds (i.e. their investment of this 
money in securities, etc.), are recorded in the 
financial accounts of the financial institutions 
sector. The funds remain the property of persons in 
the form of a financial claim by the personal sector 
on them, but the assets held by the funds to match 
this liability to persons are assets of the financial 
institutions sector (and transactions in these assets 
are transactions by financial institutions). Friendly 
societies are, in principle, treated in the same way as 
long-term insurance funds though data are in fact 
included only for the collecting friendly societies. 
Further discussion of the treatment is included in an 
article in the November 1979 issue of St at i st i cal 
N e w s  —  'Pension funds and the national accounts'.

Nature of the estimates
Because there is no direct statistical reporting of 

financial transactions by the personal sector certain 
transactions cannot be recorded in the accounts, and 
others may be unreliable. The problem is most 
acute for transactions between the personal sector 
and companies (direct reporting by companies covers 
only a few items in the accounts) and for those items 
where the balance of transactions, after taking 
account of the public, monetary, other financial 
institutions and overseas sectors, has to be allocated 
between the personal sector and industrial and 
commercial companies sector. Errors and omissions 
in the identified items of a sector's accounts are 
reflected in the balances of the various accounts (e.g. 
s a v i n g ,  f i n a n c i a l  s u r p l u s  o r  d e f i c i t )  and 
particularly in the b a l a n c i n g  i t e m  between all the 
accounts which (up to February 1983) was called 
u n i d e n t i f i e d  t r a n s a c t i o n s .  The nature of the 
unidentified transactions generally is explained in 
Section 1. For the personal sector this residual can 
be very large. To some extent, it is offset by the 
b a l a n c i n g  i t e m  in the company sector account 
which suggests that the cause may be unrecorded 
current, capital or financial transactions between 
these two sectors or a misallocation between them 
of recorded transactions.

One item that is not recorded is trade credit 
(unpaid bills of households and unincorporated 
businesses) but this is not thought to be the whole or 
even a major explanation for the b a l  a n d  n g  item. 
Another largely unrecorded item is company loans to 
the personal sector (e.g. loans to employees and to 
unincorporated businesses). But probably more 
important is the misallocation between sectors of
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certain recorded items. Figures for personal sector 
transactions in land and existing buildings and in 
gilt-edged and company securities are all obtained 
as residuals, some components in the calculation of 
which (e.g. net purchases by companies} are thought 
to be unreliable. Also, estimates of persons' net 
receipts of dividends and debt interest will reflect 
any inaccuracies in identifying payments between

All such errors and omissions find theircompanies, 
way into the b a l a n c i n g  items
accounting framework used.

because of the

The tables
The tables in this section comprise an income 

and expenditure account, table 9.1; a sources and 
uses of funds presentation of capital and financial 
transactions, table 9.2; a derived table highlighting 
consumer credit, table 9.3. Loans for house 
purchase are given in table 9.4 and, finally, amounts 
of certain selected liquid assets and liabilities held by 
persons, are given in table 9.5. Quarterly income 
and expenditure accounts are published as part of a 
press notice on personal income, expenditure and 
saving about fourteen weeks from the end of 
quarters, and are repeated about three weeks later in 
Financial Stat i st ics. Some other information 
relating to the personal sector is published 
periodically as supplementary tables. These include 
details of SAVE schemes (table S21 — published four 
times per year). U n i t e d  K i n g d o m  Nati on a l  
Account s . 1987 Edition, table 4.9, shows an income 
and expenditure account which separates, as far as 
possible, those transactions which directly affect 
households (including their transactions with the rest 
of the personal sector) from those of the rest of the 
personal sector. An article in the September 1981 
issue of E c o n o m i c  Trends  —  T h e  household 
sector' —
derived from those for the personal sector as a 
whole and describes some of the main trends in the 
series. Experimental capital and financial accounts 
for the household sector are also presented.

Another article, 'Committed and discretionary 
saving', in the November 1981 issue of E c o n o m i c  
Trends introduced a new presentation of personal 
saving splitting it as far as possible into its 
committed and discretionary elements. This analysis 
is shown annually in supplementary table S14 in 
Financial Statistics.

explains how these series have been

Table 9.1
Personal income, expenditure and 
saving

This table shows how an important source of 
funds, personal sector saving, is generated. The 
columns show the various forms of income accruing 
to the personal sector, and the taxes and national 
insurance contributions that are paid out of that 
income. Income after tax, national insurance 
contributions and other current transfers is called 
personal disposable income, and what remains after 
subtracting consumers' expenditure is defined as 
personal saving. Saving expressed as a percentage 
of total personal disposable income, the s a v i n g  
ratio,  is also shown. A brief description of the 
items in this table is given below. For fuller details

Uni ted K i n g d o m  Nati on a l  Accounts: 
S o u r c e s  and Meth od s .  Chapter 6A and the Notes 
and Definitions in U n i t e d  K i n g d o m  Nati on a l 
A c c o u n t s .

W a g e s ,  salaries, a n d  forces' pay. Wages 
and salaries, which are by far the most important 
source of personal income, are estimated annually 
from an analysis of the PAYE tax deduction cards 
sent by employers to local tax offices after each 
financial year. Adjustments have to be made for 
earned income below the PAYE limit, for certain 
pension payments included in the PAYE returns, and 
to convert the information from a financial year to a 
calendar year basis. Quarterly figures are estimated 
by interpolation and extrapolation by reference to the 
Department of Employment's index of

for the whole
average 

allied with 
wages and 
in kind and 
Forces pay

the national 
tax on

G o v e r n m e n t

earnings tor tne wnoie economy 
employment data. The figures for
salaries include estimates of income 
exclude expenses of employment, 
consists of pay and allowances in cash and kind of 
members of the armed forces and auxiliary services.

E m p l o y e r s '  c o n t r i b u t i o n s  include those 
made to the national insurance scheme, to the 
national health service and to the redundancy fund, 
as well as contributions to private pension schemes. 
The national insurance surcharge is not treated as an 
addition to personal income since it is not related to 
the provision of any benefits. In 
accounts the surcharge is treated 
expenditure.

C u r r e n t  g r a n t s  f r o m  general 
cover all transfer payments by general government to 
the personal sector. The bulk of this item represents 
social security benefits to individuals such as 
national insurance benefits, supplementary benefits 
and child benefit. But the item also includes grants 
to other parts of the personal sector such as grants 
to universities.

O t h e r  pers on a l  income  includes income from  
self-em ploym ent (before providing for depreciation 
and stock appreciation), rent, dividends and interest 
receipts net of payments of interest, transfers to 
charities by companies and financial institutions, 
transfers from overseas and an imputed charge for 
capital consumption of private non-profit-m aking  
bodies. These items are combined because the 
quarterly information available is not good enough 
for satisfactory separate estimates to be made.
Income from self-em ploym ent ----- which is the
distributed and undistributed income of proprietors 
of unincorporated businesses (farmers, certain 
professions, and other sole traders and partnerships) 
and represents income before providing for 
depreciation and stock appreciation —  is mainly 
estimated from details of income assessed for tax

income of 
production

under Schedule D. An exception 
farmers which is estimated from 
account of the agricultural industry as a whole, the 
'national farm'. A rough deduction has been made 
for income accruing to agricultural businesses that 
are incorporated (i.e. companies); previously these 
had been assumed to represent only a small part of 
total income from agriculture. Dividend and interest 
income of persons is calculated by residual —  
payments by all sectors less  receipts by all sectors 
other than the personal sector. The interest 
component therefore represents net receipts after 
deducting payments by persons (e.g. bank and 
mortgage interest payments).
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U K  t a x e s  o n  i n c o m e  represents amounts of tax 
actually paid by the personal sector, rather than the 
amounts received by Inland Revenue. Thus for tax 
assessed under Schedule E, and deducted through 
PAYE, amounts deducted by employers are included 
in the quarterly and annual figures rather than 
amounts handed over to Inland Revenue: there is 
usually a few weeks delay between deduction and 
payment to Inland Revenue. Tax liability which has 
accrued on income received (mainly income assessed 
under Schedule D) but which has not yet resulted in

therefore fall into the figures oftax payments will 
personal saving that balance the account.

National insurance, etc. cont ri but i ons 
mostly comprises employers' (included as a 
component of personal income) and employees' 
contributions. The contributions covered are those 
in respect of national insurance, the national health 
service, the redundancy fund and the maternity pay 
fund. The national insurance surcharge is not 
included.

Other current transfers  include transfers 
abroad and miscellaneous current transfers The 
latter covers certain compulsory fees and fines paid 
by the personal sector to central government, for 
example, fees for passports and driving licences.

Total personal d i s p o s a b l e  income is defined 
as the sum of personal incomes before providing for 
depreciation, stock appreciation and additions to tax 
reserves less  other current transfers, UK taxes on 
income and national insurance etc. contributions.

Consumers' e x p e n d i t u r e  covers all personal 
expenditure on goods (durable and non-durable) and 
services, including the value of income in kind, 
imputed rents for owner-occupied dwellings and the 
purchase of second-hand goods less  the proceeds 
of sales of used goods. It also includes final 
expenditure on goods and services for current use by 
private non-profit-making bodies serving persons. 
The following are not included: all business 
expenditure and expenses, interest and other transfer 
payments, improvements to dwellings, and the 
purchase of land and dwellings (and associated 
costs). These last two items are treated as capital 
expenditure.

Estimates of consumers' expenditure are built up 
commodity by commodity from a heterogeneous 
collection of sources. There are three broad types: 
statistics of supplies from manufacturers etc. which 
are used mainly to estimate expenditure on alcoholic 
drink and tobacco; sample surveys such as the 
National Food Survey, the Family Expenditure Survey 
and the International Passenger Survey which 
provide direct information on persons' behaviour as 
consumers; and statistics of sales by retail shops and 
other outlets which often provide more reliable 
information on larger and less frequently purchased 
items, and are useful in making quarterly estimates.

D u rable goods,  shown separately because their 
purchase is often financed by the various forms of 
borrowing shown in table 9.2, consist of:

(i) cars, motor cycles and other vehicles
(ii) furniture and floor coverings

(iii) other durable goods.
The latter category comprises radio and 

television sets, audio and video equipment, musical 
instruments, photographic and optical equipment, 
household appliances such as heating and domestic 
appliances, sewing machines and lawnmowers.

Personal saving  is what remains of total

personal disposable income after deducting 
consumers' expenditure. Because personal saving is 
calculated as the difference between two large 
aggregates, the figure includes the net effect of 
estimation errors and omissions in their components 
and is therefore less reliable than others in the table.

S a v i n g  ratio  is calculated by dividing personal 
saving by total personal disposable income.

Table 9.2
Sources and of funds

This table brings together series from the capital 
and financial accounts of the personal sector (i.e. 
tables 1.2 and 1.10 respectively) to show how funds 
are raised and how they are used to purchase 
tangible and financial assets.

Identified sources of funds
Saving  is the balancing item transferred from 

table 9.1. It is the difference between total personal 
disposable income and consumers' expenditure, 
before providing for depreciation, stock appreciation 
and additions to tax reserves.

monetary sector 
house purchase, 
foreign currency

Capital transfers  cover such items as grants 
received by universities and other private 
non-profit-making bodies, grants to farmers, mainly 
for farm improvements and field drainage, and local 
authority grants for the conversion and improvement 
of housing. From 1967 it includes a small amount of 
investment grants in respect of capital expenditure 
after 17 January 1966.

Total b o r r o w i n g  is the sum of bank borrowing, 
credit extended by retailers, loans for house purchase 
and other loans and mortgages.

Bank borrowing,  which includes bank advances, 
and commercial bills and market loans from third 
quarter 1975, is derived from 
statistics. It excludes loans for 
Figures include both sterling and 
items.

Credit e x t e n d e d  by retai 1 ers  relates to the 
debt of individual consumers and unincorporated 
businesses. See notes to table 7.5.

Loans for house purchase  from local
authorities are loans made for small dwellings 
acquisitions. Other public sector loans are those 
made by central government under various Housing 
Acts to private housing associations, and loans made 
by the Housing Corporation to housing societies. 
Loans from the monetary sector are compiled by the 
Bank of England from banking statistics. For a 
description of mortgage advances by building
societies see notes to tables 7.6 to 7.8. These 
advances are all attributed to the personal sector 
apart from a small amount identified as lending to 
industrial and commercial companies. Other loans 
for house purchase comprise loans from insurance 
companies (derived from figures shown in
table 7.13), from pension funds, from Trustee savings 
banks (prior to their inclusion in the monetary sector) 
and miscellaneous financial institutions. Figures are 
for net advances of principal. For further details see 
notes to table 9.4 below.

Other loans and mortgages  comprise
identified trade credit given by public corporations, 
loans from other financial institutions and the public
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sector, and other identified liabilities.
A c c r u a l s  a d j u s t m e n t  is the difference between

accruals of local authority rates, subsidies, interest 
flows and value added tax (the basis on which these 
items are entered in the national income accounts)
and the corresponding cash payments.

B a l a n c i n g  item  (unidentified transactions) is 
the difference between total identified sources and 
total identified uses of funds. It is explained under 
Nature of the estimates above.

Identified uses of funds
Capital t r a n s f e r s  includes death duties, taxes 

on capital transfers, tax payments on short-term  
capital gains, payments of capital gains tax and a 
small amount of capital transfers to public

s t o c k s
corporations.

Investment in f i x e d  a s s e t s  and 
covers mainly investment in dwellings and other new  
buildings and works, but also investment in vehicles, 
ships and aircraft, plant and machinery by 
unincorporated businesses and non-profit-m aking  
bodies, and stocks held by unincorporated 
businesses.

Notes and c o i n  are estimated from the total 
change in the amount of notes and coin in circulation 
less  the amount attributable to the monetary sector 
and the overseas sector; the remainder is divided, in 
the ratio 5:1, between the personal and industrial and

sectors (with a speciecommercial company 
adjustment to allow for d a y -o f-th e -w eek  effects) 
according to estimates of holdings.

National s a v i n g s  include deposits with the 
National Savings Banks's ordinary account and. from  
1 January 1981, the investment account (NSBIA); 
Trustee savings bank's ordinary departments up to 
third quarter 1979; national savings certificates 
(including index-linked issues); income bonds; 
deposit bonds; premium savings bonds; SAVE; yearly 
plan and gift tokens. Prior to 1980, the figures also 
include British savings bonds, defence bonds, 
national development bonds and savings stamps; 
these products are no longer on sale. Estimates of 
holdings by other sectors of income bonds and 
deposit balances in the NSBIA are provided by the 
Department for National Savings, the balance of 
transactions in these instruments and all transactions 
in other instruments are attributed to the personal 
sector, see tables 3.9 and 3.10.

Tax /n s tru m e n ts  are unincorporated 
businesses' tax reserve certificates and certificates of 
tax deposit; the former have now been run off. 
Figures are obtained from government accounts, see 
table 3 .1V

Local a u t h o r i t y  t e m p o r a r y  debt  is derived 
from local authority borrowing information, (see the 
notes on this item, line 19.4, in the matrix).

D e p o s i t s  w i t h  b a n k s  are obtained from  
monetary sector statistics.

D e p o s i t s  w i t h  b u i l d i n g  s o c i e t i e s  come 
from statistics obtained from building societies. Up 
to third quarter 1978, apart from a small amount 
attributed to industrial and commercial companies 
and insurance companies, the net increases in shares 
and deposits are assumed to be held by persons. 
From the third quarter 1978. a fuller sector analysis 
was made by building societies. See table 7.7 for 
details.

B r i t i s h  government securities.  Figures for

93

personal sector transactions in B r i t i s h  
g o v e r n m e n t  s e c u r i t i e s  are the residual item as 
shown in table 3.5, and therefore includes errors and 
omissions in the estimates of transactions of other
sectors.

O t h e r p u b l i c  s e c t o r  debt. The local
authority component is derived from total borrowing 
by local authorities (table 4.5). Personal sector 
borrowing is taken as residual after borrowing by 
other sectors has been identified. Northern Ireland 
central government debt is also included.

C o m p a n y  s e c u r i t i e s  also includes unit trust 
units and other identified assets. Transactions in 
company securities by persons is the residual item  
after identified transactions by other sectors have 
been taken into account.

L i f e  a s s u r a n c e  a n d  p e n s i o n  funds.  The 
relationship of these funds to the personal sector is 
explained in the introduction to this section. In the 
financial accounts the figure that is shown is the 
balance of the funds' revenue account, i.e. the net 
amount available for investment by the funds.

D e p o s i t s  with o t h e r  f i n a n c i a l  
;n s t7 tu t ;o n s  (AAPM) no longer appears in this 
table. The series is, however, obtainable from the 
databank.

Table 9.3
Consumer credit and other 
personal sector borrowing

This table is a disaggregation and 
re-arrangem ent of the nine headings described as 
borrowing in table 9.2. It was described in detail in 
an article in the September 1979 issue of E c o n o m i c  
Trends.  The purpose of the table is to extract from  
those figures a measure of consumer credit, defined 
in principle as borrowing by consumers (i.e. the 
personal sector excluding unincorporated businesses 
and non-profit-m aking bodies serving persons) to 
finance current expenditure on goods and services 
(i.e. consumers' expenditure in table 9.1) but 
excluding very short-term  borrowing akin to trade 
credit. As is explained in the article, it is not 
possible to meet this definition precisely in practice; 
nevertheless the measure distinguished is thought to 
be a reasonably good overall indicator of consumer 
credit.

of bank credit cards is
credit.

Borrowing by 
included

means
in monetary sector consumer 

Borrowing by means of Trustcard is included in 
Trustee savings banks consumer credit to end-1981. 
From then. Trustee savings banks became part of the 
monetary sector and trustcard borrowing is included 
in monetary sector consumer credit.

The table shows borrowing through bank credit 
cards as a separate memorandum item. These 
figures relate to borrowing through Access and Visa 
(except that borrowing through Trustcard, part of 
Visa, is included only from end-1981) and also other 
bank credit cards.

Some credit cards are issued by or on behalf of 
retailers. Borrowing through these cards is included 
in the table according to the type of institution 
financing the scheme. Some are monetary sector 
institutions, some are non-monetary consumer credit 
companies, and in a few cases retailers finance their
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own schemes.
The table excludes borrowing through charge 

cards, i.e. through 'travel and entertainment' cards 
such as Diners Club and American Express and 
through charge cards issued by retailers. Repayment 
of borrowing through charge cards is normally made 
in full at the end of the month. This form of 
borrowing is akin to trade credit rather than 
consumer credit as defined here. It should be 
included in other b o r r o w i n g  on the right-hand side 
of the table, but data for it are not at present
available.

The consumer credit series has not been 
compiled for periods earlier than 1976 because the 
crucial separation of bank lending to the personal 
sector between that to households and individuals 
and that to the remainder of the sector (mainly 
unincorporated businesses) was not made before
then.

Total consumer credit is also shown seasonally 
adjusted. This is done by seasonally adjusting total 
consumer credit rather than by adjusting the 
individual series and aggregating the results.

Scope of headings
Consumer credit  comprises:
{a) m o n e t a r y  sector: total.  This series 

comprises sterling lending to persons, 
households and individual trusts, derived 
from table 6.2, but excluding loans for 
house purchase which are shown separately 
in table 9.4.

{b) m o n e t a r y  sector: credit card
lending.  The figures comprise
borrowing through Access and Visa cards, 
(excluding Trustcard before end-1981) and 
also other bank credit cards.

(c) T ru s te e  savings banks:  derived from 
statistics recorded separately prior to their 
inclusion in the monetary sector.

(d) n o n - m o n e t a r y  sector consumer credit 
companies.  This series is, since the 
rebasing of data on the results of a 
'benchmark' enquiry in 1976 to all consumer 
credit grantors, equal to the series other 
loans and advances to persons  in 
table 7.4.

(e) insurance c o m p a n i e s : derived from 
information used to compile table 7.13 and 
shown in more detail in B us/ness Monitor 
M05. Figures are for net advances of 
principal.

(f) retai lers. This is the change in amounts 
outstanding of debt to retailers in table 7.5.

Other b o r r o w i n g  comprises:
(a) loans for house purchase  have the same 

coverage as in table 9.2, where the detail is 
shown.

(b) monet ary sector:  lending by banks to the 
remainder of the personal sector is also 
derived from table 6.2; the assumption is 
made that no loans for house purchase are 
made to this part of the personal sector.

(c) other.  This includes identified trade credit 
given by public corporations, other loans 
from other financial institutions and the 
public sector, and other identified domestic 
liabilities (see page 27).

Total b o r r o w  i ng  is the sum of consumer credit

and the remainder of bank borrowing of the personal 
sector and other borrowing. It corresponds to the 
same aggregate shown in table 9.2.

Timeliness
Information on consumer credit  from the 

monetary sector, other bank borrowing, borrowing 
from non-bank consumer credit companies and 
retailers is generally available three months after the 
end of the quarter to which it relates. Complete 
detail is available four months after the end of the 
quarter to which it relates.

Table 9.4
Loans for house purchase

This table brings together the quarterly figures 
for loans for house purchase shown in the sector 
accounts. It also includes the small amount 
identified (referred to on page 92) as lending by 
building societies to industrial and commercial 
companies. Net advances by building societies, 
central government, local authorities, insurance 
companies and pension funds, the monetary sector. 
Trustee savings banks (up to end-1981) when they 
became part of the monetary sector), miscellaneous 
financial institutions and public corporations are 
shown separately. Gross advances and repayments 
are shown for building societies, central government, 
local authorities and insurance companies and 
pension funds. This information is not available for 
other lenders. The amounts of outstanding debt are 
also given for the end of the year. A more detailed 
description of the series is given on page 24.

The figures for repayments to building societies 
are split between regular repayments, repayments on 
redemption and other lump sum repayments. 
Building society transactions from January 1987 are 
derived from figures prepared by the Building 
Societies Commission on the basis of returns made 
to it by individual societies. The monthly figures 
from 1978 to January 1987 are derived from different 
returns made to the Building Societies Association, 
these were based on a sample representing over 95% 
of total assets of all societies. Although the 
coverage and definitions of these two sources should 
be broadly the same, there may be some break in 
series at end-December 1986; thus any effect of the 
change of source is incorporated in the January 1987 
flows. Before 1978 the estimates were made from 
samples which varied between about 50% and 80% 
of total assets. Annual figures from 1956 to 1962 are 
published in A c o m p e n d i u m  of Building Society 
Statistics.  2nd Edition by the Building Societies
Association.

The table also shows annual figures for net 
advances by building societies split between annuity 
and endowment mortgages from the end of 1978.

Scope of headings
As from end-December 1986 (amounts 

outstanding) and the first quarter of 1987 (net 
advances) the series M i s c e l l a n e o u s  f i n a n c i a l  
i n s t i t u t i o n s  is split, giving separate figures for
Monetary sector subsidiaries  and Other
lenders within the category.

Mone ta r y  sector subsidiaries  comprises
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specialised mortgage finance companies in the UK, 
not consolidated with their parent banks but which 
act as departments of their parents (and are in 
general largely funded by them); together with 
non-monetary sector banking institutions in the 
Channel Islands and Isle of Man which are members
of UK-based banking groups.

O t h e r  comprises UK mortgage finance 
companies which are not subsidiaries of monetary 
sector institutions, albeit they may borrow from the 
monetary sector; together with Channel Islands and 
Isle of Man banking institutions outside the monetary 
sector which are not connected with UK-based 
banking groups.

Table 9.5 
Selected liquid

4

This table illustrates the relative importance of 
selected personal sector liquid assets, w ith bank 
borrowing shown for comparison. The categories 
broadly correspond with those used in the financial 
transactions accounts and are compiled from the 
same sources. Details of holdings of all assets and 
liabilities at 31 December each year are given in 
supplementary table S2 —  Balance sheets of the 
personal sector.

The breaks in series at fourth quarter 1981 result 
from the introduction of the monetary sector (see 
page 60).

Nationa) s a vings  comprises personal sector 
national savings contributing to the public sector 
borrowing requirement. Fuller details of amounts 
outstanding for each instrument are given in 
table 3.9 and these are described in the notes to that 
table. From fourth quarter 1979 Trustee savings 
banks ordinary department deposits are excluded, 
while, from first quarter 1981, National Savings Bank 
investment account deposits are included.

Tax i n s t r u m e n t s  covers net issues of 
certificates of tax deposit (to the personal sector) 
and tax reserve certificates in the years prior to 1979; 
see table 3.11.

Local a u t h o r i t y  t e m p o r a r y  debt  is obtained 
from the sector analysis given in table 4.6.

D e p o s i t s  with the m o n e t a r y  s e c t o r  are 
consistent with the sector analysis of gross deposits 
shown in table 6.2. Sterling deposits are split 
between sight and time. Table 6.2 also gives 
deposits by individuals, households and individual 
trusts as a group. The notes to table 6.2 should be 
consulted for further information, including details of 
various changes in the coverage of the series.

D e p o s i t s  with o t h e r  financial  
i n s t i t u t i o n s :  s a v i n g s  b a n k s  comprises National 
Savings Bank investment account deposits (excluding 
those of local authorities and other financial 
institutions) until fourth quarter 1980, after which 
they are included in national savings: o r d i n a r y  
a n d  i n v e s t m e n t  accounts,  deposits with the 
Trustee savings banks new department and, from  
fourth quarter 1979, TSB savings accounts, formerly 
included in national savings.  The series was 
discontinued after fourth quarter 1981 with the 
transfer of TSBs to the monetary sector.

B u i l d i n g  s o c i e t i e s  consists of the item 
s h a r e s  a n d  d e p o s i t s  in table 7.7, excluding 
amounts deposited by industrial and commercial 
companies (shown in table 8.4), insurance 
companies, pension funds, the public sector and 
overseas residents.

O t h e r  relates to deposits with other deposit 
taking institutions. The series was discontinued 
after fourth quarter 1981 when licensed deposit 
taking institutions became part of the monetary 
sector.

Bank b o r r o w i n g  includes loans for house 
purchase. As with bank deposits, further detail is 
shown in table 6.2.
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Section
Overseas sector

The balance of payments accounts are concerned 
with the economic transactions between the United 
Kingdom and the rest of the world. They record

between UK residents and overseastransactions
residents under functional headings indicating the 
nature or purpose of the transactions, which may 
involve a flow of real resources, i.e. goods or 
services, or of income; changes in foreign assets or 
liabilities; or transfer payments such as grants or
gifts.

The United Kingdom is defined as including the 
Isle of Man, the Channel Islands and that part of the 
Continental Shelf deemed by international convention

UK residents, into belong to the United Kingdom, 
balance of payments terms, are defined as private

living in the United Kingdom, the UK 
local authorities, all commercial

persons 
government,
enterprises situated in the United Kingdom which 
includes overseas companies' branches and 
subsidiaries located in the United Kingdom, and all 
UK government officials and forces stationed 
abroad. More detailed descriptions of the criteria 
adopted for defining residence are given in the latest 
edition oi Uni ted Ki ngdom Balance of Payment s 
— the CSO 'Pink Book' and in paragraphs 15.115 -  
15.123 of U n i t e d  K i n g d o m  National Accounts: 
Sources and M e thods  (HMSO 1985). In principle, 
transactions are recorded when the ownership of 
goods or assets changes and when services are
rendered.

Under the conventions of the balance of
payments accounts, credit (or positive) entries are 
recorded for exports of real resources (goods 
supplied and services rendered etc. to overseas 
residents) and for income due to UK residents which 
is generated abroad; debit (or negative) entries are 
recorded for imports of goods and services and 
income due from the United Kingdom to overseas 
residents. For consistency, positive entries are also 
required for the flows which reduce foreign assets 
held by the United Kingdom or increase the United 
Kingdom's liabilities to non-residents. Conversely 
the flows which increase the United Kingdom's 
foreign assets or decrease its liabilities to 
non-residents are recorded as debit entries.

Because a flow in one direction (e.g. an export of 
goods) must be offset by another (e.g. an inflow of 
foreign currency), with the conventional use of plus 
and minus signs, in principle, all entries should sum 
to zero. In practice, however, a bal anc i ng item  is 
included to offset the sum of errors and omissions.

The transactions in the UK balance of payments 
accounts are classified into two main groups. For a 
fuller description of these groups and their 
component parts see notes in the U n i t e d  K i ngdom 
Balance of Payment s .

1. Current account
This includes visible trade, i.e. exports and 

imports of goods; and also i nv i si bl es, namely 
services, interest, profits and dividends (also 
described in the national accounts as net property 
income from abroad), and most transfer payments 
(goods, services or financial items that are rendered 
without a reciprocal flow).

2. Transactions in UK external assets
and liabilities

This covers direct and portfolio investment 
transactions and borrowing and lending overseas, 
including transactions in the official reserves. It 
should be noted that investment, in this context, 
refers not only to transactions in physical capital but 
also to transactions in certain financial assets, e.g. 
company securities, and all financial flows between 
companies in the United Kingdom and their affiliates
overseas.

Treatment of the balance of payments
in the financial accounts

The current balance is described as net 
investment abroad in the national accounts and, with 
the opposite sign, as the f i nanci al surplus or 
deficit of the overseas sector  in the financial 
accounts. The capital transactions in the balance of 
payments, i.e. transactions in external assets and 
liabilities and allocation of Special Drawing 
Rights  (see notes to table 10.7), correspond to the 
financial transactions of the overseas sector in the 
financial accounts tables where the analysis is 
broadly in terms of financial instruments.

An account of the treatment of the balance of 
payments in the national and financial accounts is 
given in Chapter 15 of U n i t e d  Kingdom National 
A c c o u n t s : S o urces and Methods  (HMSO 1985). A 
reconciliation between the capital transactions in the 
balance of payments accounts and the financial 
transactions of the overseas sector as shown in the 
financial accounts is published annually in 
Financial Statistics  (see supplementary 
table S9 in the September 1987 issue). The two sets 
of accounts analyse transactions under different 
headings or, in some instances (e.g. banking 
transactions) with a slightly different coverage of 
institutions in certain periods.

A reconciliation between the balance of payments 
accounts and the external and foreign currency 
counterparts to changes in the money stock is given 
in table 11.8.

Quality of data
The balance of payments estimates are compiled 

from a large number of different sources and the 
degree of accuracy varies considerably between 
items. All the invisible balances shown in table 10.1 
contain some component series where a substantial 
amount of estimation is involved. Where a balance 
is drawn between two aggregates and the balance is 
small in relation to the aggregates, such as the 
current balance, the proportionate error attached to 
the balance is also liable to be very substantial.

In table 10.2 direct and portfolio investment 
transactions are based on various inquiries and are 
thought to be adequately measured. Transactions by 
UK banks are taken from returns made to the Bank of 
England although errors may arise through failure to 
recognise non-resident status and in estimating 
transactions in sterling from assets and liabilities 
denominated in foreign currencies. Borrowing and 
lending transactions overseas, other than by banks 
and general government, contain significant 
omissions and coverage problems. Transactions of
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general government are based mainly 
departmental accounts.

The series in tables 10.3, 10.6 and 10.7 are 
derived from official records. The levels in tables 
10.4 and 10.5 are taken from returns to the Bank of 
England and like transactions, may contain errors 
through failure to recognise non-resident status. 
The reliability of series in table 10.8 is assessed in
the table on page 18.

liabilities) 
D r a w i n g

Table 10.1
Summary balance of payments

This summary shows the tw o main groups of 
transactions mentioned above (current account and 
transactions in external assets and 
together with allocations of Special 
Rights  (SDRs), and the balancing item.

A l l o c a t i o n  of Special D r a w i n g  R i g h t s  is 
the UK share of the allocation by the International 
Monetary Fund (IMF) of the reserve asset SDRs, 
which first came into use on 1 January 1970. UK 
holdings of SDRs are included in the official reserves 
(see also notes to table 10.7).

Bal a n d  ng item  is included to bring the sum of 
all the balance of payments entries to zero and 
represents the net total of errors and omissions in 
other items.

Table 10.2
Transactions in UK external 
and liabilities

The table provides further analyses of series 
HEPZ and HEQW in table 10.1. The types of 
transactions shown in table 10.2 are not necessarily 
independent of one another. For example, o v e r s e a s  
direct  in v e s tm e n t in the UK  may be financed by 
lending b y  a UK bank  to the overseas resident 
making the investment. There would thus be a 
positive entry under HHBU offset by a negative entry 
in HEYN.

Changes in the sterling value of assets 
denominated in other currencies resulting purely 
from exchange rate movements are not recorded in 
the balance of payments accounts. The accounts 
record transactions valued at the time they took 
place.

A detailed reconciliation between the items 
described below, as shown in the balance of 
payments accounts, and the items in the financial 
accounts of the overseas sector is given in 
supplementary table S9.

Transactions in assets
UK direct i nvestment o v e r s e a s  comprises 

mainly net investment by UK companies in their 
overseas branches, subsidiaries and associates, 
including the re-investment of retained profits. 
Transactions of a number of public corporations are 
included but those of government departments are 
excluded. The figures also include real estate 
transactions by non-bank financial institutions and 
pensions and loans and mortgages to overseas

residents by non-bank financial institutions.
UK p o r t f o l i o  investment o v e r s e a s  covers 

net purchases and sales of overseas government, 
municipal and company securities. It includes 
investment by UK banks in floating rate notes and
bonds.

Lend ing  etc to o v e r s e a s  r e s id e n ts  b y  UK 
b a n k s  covers external lending in foreign currencies 
and sterling, including that related to export credit. 
Prior to 1979 the figures only cover lending in 
sterling and certain long term export credit extended 
in foreign currencies; other foreign currency 
transactions being recorded on a net basis under 
liabilities.

D e p o s i t s  and tending o v e r s e a s  b y  UK 
r e s i d e n t s  o t h e r  than b a n k s  and general 
g o v e r n m e n t  includes deposits with banks in the 
Bank for International Settlements (BIS) reporting 
area and assets in the form of commercial paper, 
banker's acceptances and US Treasury bills held in 
the custody of banks in the USA. Also included are 
transactions of the Commonwealth Development 
Corporation, advance and progress payments on 
imports and other overseas lending and short term

Until end-1982, when the information ceased 
to be available, net export credit extended to 
overseas firms by unrelated UK firms is also included.

O f f i c i a l  r e s e r v e s  consists of the sterling 
equivalent of the changes in the gold and convertible 
currencies and Special Drawing Rights held in the 
Exchange Equalisation Account, together with 
changes in the UK reserve position in the 
International Monetary Fund (IMF) (see also notes to 
table 10.3).

O t h e r  external a s s e t s  of central 
g o v e r n m e n t  comprises mainly inter-government 
loans made by the UK, subscriptions to international 
lending bodies and export credit taken over by the 
Export Credits Guarantee Department (ECGD) from  
UK banks and suppliers following the settlement of 
insurance claims together with such credit acquired 
by the ECGD from UK banks under refinancing 
arrangements.

Transactions in liabilities
O v e r s e a s  d i r e c t  i n v e s t m e n t  in the 

comprise mainly net investment by overseas 
companies in their branches, subsidiaries or 
associated companies in the United Kingdom 
including the re-investment of retained profits. Also 
covered are miscellaneous property investments in 
the United Kingdom by overseas residents. The 
large negative value in the second quarter of 1984 
reflects movement of funds of the Shell group 
related to the buyout of a United States affiliate. For 
more detail see page 75 of E c o n o m i c  Trends, 
September 1984.

O v e r s e a s  p o r t f o l i o  investment in the UK 
represents changes in the holdings by overseas 
residents of UK company securities, British 
government stocks and foreign currency notes and 
bonds, local authorities' securities and public 
corporations foreign currency i,ssues. UK company 
securities include securities issued abroad although 
international issues by oil companies were included 
under direct investment prior to 1980.

B o r r o w i n g  etc from o v e r s e a s  r e s id e n ts  by 
UK b a n k s  covers foreign currency and sterling
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borrowing and deposits liabilities abroad. Prior to 
1979, however, foreign currency borrowing is 
recorded net of foreign currency lending abroad; 
subsequently this lending is recorded under 
transactions in assets.

Borrowing from overseas by UK residents 
other than banks and general government 
covers transactions with banks abroad, covering 
predominantly borrowing from commercial banks in 
the reporting area covered by the BIS and borrowing 
from the European Investment Bank and the United 
States of America's Export-Import bank. Also 
included are identified trade credit between 
unrelated companies (advance andcompanies (advance ana progress 
payments on exports and import credit) and other 
liabilities including short-term transactions of 
investment and unit trusts and, from the beginning of 
1982, miscellaneous financial institutions'
transactions with non-banks abroad.

Other external liabilities of general 
government  covers transactions with the 
International Monetary Fund, borrowing from other 
monetary authorities, inter-government loans to the 
UK and foreign currency borrowing from banks 
overseas. Also included are sterling borrowing from 
and deposit liabilities to banks etc overseas by local 
authorities, overseas holdings of Treasury bills and 
non-interest bearing notes issued by HM Government 
together with official short-term transactions.

Table 10.3
Official reserves

The official reserves comprise gold, convertible 
currencies and SDRs held in the Exchange 
Equalisation Account, together with the United 
Kingdom reserve position in the IMF. Currencies may 
be held in the form of financial instruments; 
securities are valued at historic cost but translated 
into US dollars as set out below. Transactions, 
drawings on or additions to the reserves, are 
translated into sterling at current market rates. 
There is thus a valuation difference between these 
transactions and the changes in the equivalent levels 
which are expressed In US dollars on the basis 
described below and then translated into sterling at 
end-period dollar/sterling middle-market closing 
rates.

In calculating the levels, non-dollar components 
are translated to dollars as follows.

Gold is valued at $42.2222 per fine 
ounce up to end-March 1979; thereafter at 
75% of the average of the London fixing 
prices for the three months up to 
end-March. with the alternative from 
end-March 1980 of at 75% of the final fixing 
price on the last working day in March, 
whichever is the lower.

Special Drawing Rights are valued at 
ISDR = $1.20635 up to end-March 1979; 
thereafter at the average of the exchange 
rates in the three months to end-March, 
with the alternative from end-March 1980 
of at their actual dollar values on the last 
working day in March, whichever is the 
lower. (For further details of SDRs see 
notes to table 10.7.)

Non-dollar convertible currencies are 
translated to dollars at middle or central 
rates until end-March 1979, thereafter at 
the average of the exchange rates in the 
three months to end-March, with the 
alternative from end-March 1980 of at the 
rate on the last working day in March, 
whichever is the lower.

The effects of these annual revaluations have 
been (increase in assets -  /decrease ):

1979

Total
official

reserves
-4.493

Gold
-3.116

SDRs
-63

$ million

Convertible
currencies

-1,314
1980 -3,089 -3,628 +50 +489
1981 +257 -272 +54 +475
1982 +4,218 +2,754 +245 + 1,219
1983 -1,046 -1.351 +93 +212
1984 +979 +443 +79 +457
1985 +2111 + 1166 +202 +743
1986 -2505 -592 -442 -1471
1987 -2890 -895 -376 -1619

From July 1979 the official reserves include
European Currency Units (ECUs) acquired when 20% 
of the gold and 20% of the dollar holdings in the 
official reserves were deposited on a swap basis with 
the European Monetary Co-operation Fund, the swap 
arrangement being renewed quarterly. As non-dollar 
convertible currencies these are valued as indicated
above.

Table 10.4
External liabilities and claims in
sterling

This table, which is based on returns by the 
monetary sector and other financial institutions in 
the United Kingdom, brings together those figures 
which bear on the reserve role of sterling (i.e. other 
countries' and international organisations' holdings of 
sterling within their official reserves); figures of cash 
or similarly liquid funds held in the United Kingdom 
by other overseas holders, mainly commercial banks, 
companies and individuals; and the claims of the UK 
monetary sector and certain other institutions on 
overseas residents. The levels of liabilities and 
assets shown here correspond to transactions 
Included in table 10.2. The breaks in the series are 
explained in the description of table 10.5 below.

Exchange reserves in sterling  are defined 
as funds held by central monetary institutions and 
international organisations other than the IMF. The 
funds comprise banking and money market 
instruments, i.e. deposits with the UK monetary 
sector and certain other institutions; holdings of
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sterling certificates of deposit; local authority 
short-term debt; British government stocks and 
non-interest bearing notes issued by 
Government.

Other holdings of sterling which countries 
regard as part of their reserves are excluded, 
example, some ear-marked funds, and holdings by 
official bodies not classified as central monetary 
institutions, are included in banking and money 
market liabilities to other holders; and holdings of 
other types of asset (for example equities) which are
not covered by this table.

The holdings of British government stocks shown 
in table 10.4 are revalued at current market prices 
annually. Up to 1984 the revaluation took place in 
mid-November. From 1985, it occurs at end 
December. The effect of the revaluation, which is 
not included in the transactions figures in table 10.2, 
is to add the following amounts to the levels from  
the fourth quarter of each year:

lending under ECGD special schemes for exports, 
including amounts refinanced by the government. 
Trustee savings banks and the Co-operative bank.

Year £ million Year £ million

1975 +83 1981 -61
1976 -54 1982 +420
1977 +215 1983 -20
1978 -106 1984 +29
1979 -69 1985 -33
1980 + 122 1986 + 195

is

B a n k i n g  and m o n e y  market l i a b i l i t i e s  to 
other o v e r s e a s  holders,  like those held as part 
of exchange reserves, are the most liquid and 
normally the most variable of all the various types of 
sterling investments. They include the balances held 
by overseas banks and commercial concerns and 
those balances held by overseas governments where 
these are not classified as exchange reserves.

B a n k i n g  and m o n e y  m a r k e t  l i a b il i t i e s
comprise:

(a) deposits with the UK monetary sector and 
with certain other institutions, including, 
before 1980, the Crown Agents for Overseas 
Governments and Administrations

(b) holdings of local authority revenue bills and 
other temporary loans to local authorities 
with an original maturity of less than one 
year

(c) holdings of certificates of deposit 
denominated in sterling issued by UK banks 
and lodged with UK banks

(d) Treasury bills lodged with UK banks
External claims in s t e r l i n g  (i.e. assets)

reported by the monetary sector and certain other 
institutions in the United Kingdom cover;

(a) reporting institutions' loans and advances to 
overseas residents together with balances 
held by them with overseas residents (e.g. 
deposits with banks overseas)

(b) commercial bills, promissory notes 
other negotiable paper owned by 
reporting institutions and drawn 
overseas residents, together 
outstanding acceptances given by 
reporting institutions on behalf of overseas 
residents.

L o a n s ,  advances and b a l a n c e s  include 
acceptances given by reporting institutions which 
they themselves have subsequently discounted.

Bills and a c c e p t a n c e s  include all sterling

Timeliness
Data are published approximately one quarter in 

arrears.

Table 10.5
External liabilities and claims of 
United Kingdom in foreign 
currencies

The figures show gross liabilities to, and claims 
on, overseas banks and other overseas customers as 
reported by the monetary sector and certain other 
institutions and recorded in the books at the close of 
business on the last working day of calendar 
quarters. Amounts in foreign currency have been 
translated into sterling at the middle closing 
exchange rate on that day; the figures need to be 
interpreted with care, therefore, because fluctuations 
in exchange rates between reporting dates will affect 
the sterling valuation. The corresponding estimates 
of transactions between reporting dates are included 
in table 10.2. Forward commitments and unsettled 
spot deals are not included in the series.

L i a b i l i t i e s  comprise deposits and advances 
received from overseas residents and 
negotiable dollar certificates of deposit issued in 
London.

Official liabilities in foreign currencies arising 
from short-term  loans to the UK government and 
drawings on borrowing facilities made available to 
the UK government by overseas central banks are not 
included; however, overseas liabilities incurred by UK 
banks to finance on-lending to HM Government 
under tw o euro-dollar facilities of $2,500 million and 
$1,500 million and to public bodies under the 
exchange cover scheme are included.

C l a i m s  (i.e. assets) comprise deposits with, and 
advances to, overseas residents; commercial bills and 
other negotiable paper drawn on overseas residents; 
ECGD special scheme lending for exports, foreign 
currency notes and gold bullion. Claims on overseas 
customers arising from acceptances were included 
until the end of 1974; thereafter they are excluded.

Figures shown under o t h e r  b a n k s  include items 
which cannot be allocated; under liabilities these 
include unallocated certificates of deposit, even 
though these may be held by banks on behalf of their 
non-bank customers.

The following breaks in series have occurred.
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From end-1977 onwards includes improved
of UK financial Institutionscoverage

reporting holdings of US dollar certificates 
of deposit. The resulting reduction in UK 
external liabilities at end-1977 was about 
£50 million.

From end-Q1 1979 onwards incorporates 
other coverage changes. A
comparable figure for total net liabilities at 
end-1978 would be about £300 million more 
than that shown.

From end-1981 onwards the reporting 
population is larger than before mainly 
resulting from the introduction of the 
monetary sector (see Section 6). (Also, the 
number of other financial institutions that 
report was increased at that date.) Data on 
both old and new bases are shown at this 
date. One of the effects of the change has 
been to increase the items unallocated by 
type of customer (shown under other 
banks).

At end-Q I 1983, a significant number of 
banks contributed to the quarterly banking 
statistics for the first time.

Timeliness
Data are published approximately one quarter in

arrears.

Further references
A more detailed analysis 

figures appears in the Bank of 
Bui 1 et i n.

of the most recent
E n g l a n d  Qu a r te r l y

Table 10.6
Outstanding government and other
foreign currency borrowing

This table shows figures for the amount of public 
sector foreign currency borrowing and leasing 
outstanding at end-quarters: non-US dollar 
denominated debt has been translated to US dollars 
at the appropriate end-period middle market closing 
rates of exchange.

HMG s h o rt and medi u m - t e r m  borrowi ng  covers 
the items previously included in HMG short and 
m e d i u m - t e r m  b o r r o w i n g  and H M G  other foreign 
c u r r e n c y  bonds.  These categories have been 
brought together under the one heading (previously 
the former only was part of a sub-total official 
financing liabilities)  and the data regrouped 
under the column heading securities (notes and 
bonds)  and other.

Securities (notes and bonds)  comprises 
bonds denominated in US dollars, deutschemarks, 
Swiss francs and yen, and sold to overseas official 
holders of sterling in April 1977; an issue in New York 
in April 1978 of $350 million of HM Government 7 and 
15 year bonds; the proportion of other public sector 
debt assigned to HMG which was in the form of 
securities (these assignments involve equal and 
offsetting reductions in other public sector borrowing 
under the exchange cover scheme); and issues of 
$2,500 million and $4,000 million floating rate notes

in 1985 and 1986 respectively.
Other  comprises net drawings from UK banks 

and banks overseas on two eurodollar facilities of 
$2,500 million and $1,500 million; and the proportion 
of other public sector debt assigned to HMG which 
had been drawn from UK banks (these assignments 
involve equal and offsetting reductions in other 
public sector borrowing under the exchange cover 
scheme).

IMF,  consists of net drawings from the IMF, less 
other countries' net purchases of sterling, but 
excluding transactions which affect the UK reserve 
position in the IMF.

H M C  long term b o r r o w i n g  consists of
long-term government debt dating from the 1940's, 
mainly taken from North America and including the 
wartime lend-lease arrangements.

O t h e r  public sector borrowing under the 
exchange cover scheme  consists of net borrowing, 
primarily by UK public corporations and local 
authorities, under the 1969 and subsequent exchange 
cover schemes (ECS). It includes any debt still owed 
under the scheme by privatised public corporations 
at the date of privatisation, together with certain 
debts incurred under the scheme by British Nuclear 
Fuels pic and the Northern Ireland Central 
Government. Foreign currency borrowed through UK 
banks and from abroad, and the issue of foreign 
currency securities are also included.

O t h e r  public sector uncovered borrowing 
(official debt)  comprises foreign currency 
borrowing by local authorities and public 
corporations outside the ECS and drawn down before 
end-March 1981. External sterling borrowing is 
included until 1979, when exchange controls were 
removed. Any debt still owed by a public
corporation at the time of privatisation ceases to be 
a public liability at that point; thus a change in level 
does not reflect transactions only.

Total other public sector debt  comprises 
the debt which was drawn outside the Exchange 
Cover Scheme after March 1981. Borrowing of this 
type was permitted only for the purpose of meeting 
specific commercial needs for foreign currency; it 
thus fell outside the defintion of official debt. In 
addition, the column also includes financial leasing 
and transactions with overseas export credit 
agencies. The reduction in the level of borrowing at 
the end of the first quarter of 1987 reflects not only 
transactions but also the privatisation on 6 February 
1987 of British Airways, whose debt then ceased to 
be a public liability. Up to the January 1988 issue. 
Financial Statistics  shows a full breakdown of 
the debt covered under this heading; the 1987 
Fi nanci al Statistics Explanatory Handbook 
provides more detailed notes.

Definitionally similar end-monthly levels of the 
whole spectrum of debt covered in this table can be 
found in table 1 7 .2  of the Bank of England 
Quarter I y Bui I et i n.
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Table 10.7
International Monetary Fund 

The operations of the IMF
Tho IMF was set up in 1944 and commenced 

operations in 1947 with the aim of promoting 
international monetary co-operation and to that end 
seeking to maintain orderly exchange arrangements 
and to provide for financial assistance to countries 
with balance of payments difficulties. Its financial 
resources are subscribed by members according to 
agreed quotas. Subscriptions are mainly in 
members' own currencies but are normally partly in 
reserve assets (formerly gold but now normally 
SDRs). The IMF's holding of a particular country's
currency is also affected by various types of 
drawings and repayments, including those made by 
other countries. Since May 1981 the r e s e r v e  
t r anche  position has been defined as the amount by 
which a country's quota exceeds the IMF's holding of 
its currency net of balances acquired as a result of 
purchases from the IMF other than the re s e rv e  
tranche  itself. A country's r e s e r v e  t r a n c h e  is 
regarded as part of its official reserves.

When a country has a balance of payments need 
it can draw foreign currency or SDRs from the IMF, 
purchasing them with an equivalent amount of its 
own currency. Drawings may be from the re s e rv e  
t r anche  (taking the IMF's holdings of the country s 
currency up to its quota); or from four credit 
tranches  each equivalent to 25%  of quota (these 
drawings must be repaid and are subject to 
increasingly stringent conditions with regard to 
economic policy and performance); or from other 
facilities under which countries may be allowed to 
purchase from the IMF for certain purposes in 
addition to the re s e rv e  and credit tranches. 
These facilities include the compensatory financing 
facility, the buffer stock financing facility, the 
enlarged access policy, the extended fund facility and 
formerly the oil facility and the supplementary 
financing facility. They are discussed in more detail 
in the Q u a r t e r l y  Bui let in article cited below.

A purchase of another member's currency will by 
reducing the IMF holdings of that currency either 
reduce that member's obligation to repurchase its 
currency or increase its reserve tranche position.

Transactions affecting IMF holdings of
sterling

The transactions IMF holdings ofaffecting
sterling are categorised as follows:

(a) reserve tranche; UK net drawings (AIVA)
(b) reserve tranche: net drawings by other

countries (AIVB). From the February 1986 
issue this series is designated r e s e r v e  
tranche: o t h e r  net d r a w i n g s  and
interest p a yment s of sterl ing

(c) credit tranche: UK net drawings (AIVC)
(d) credit tranche: net drawings by other 

countries (AIVD)
(e) special oil facility: UK net drawings (AIVE)
(f) maintenance of value payments (AIVF)
(g) UK subscriptions in sterling (AIVG)
(h) other IMF sterling transactions (AIVH)

(i) total change in IMF holdings (AIVl = sum of 
items (a) to (h)

All these series are maintained on the CSO 
Databank, but since no transactions have taken place 
since 1980 in series AIVA. AIVC, AIVD and AIVH they 
are now omitted from F i n a n c  i al St at i st i cs.

The sign convention follows that used in the 
balance of payments accounts; increase in IMF 
holdings of sterling i.e. increase in United Kingdom 
liabilities +, decrease in IMF holdings of sterling 
From 1972 transactions are recorded at the rates of 
exchange at which the IMF accounted for its holdings 
at the time of the transaction (not necessarily the 
prevailing market rate).

R e s e r v e  t r a n c h e  and credit tranches.  Net
drawings and interest payments of sterling.

M a i n t e n a n c e  of v a l u e  p a y m e n t s :  the IMF 
maintains its accounts in SDRs. This unit of account 
is defined by the average of the exchange rates of a 
'basket' of five major currencies broadly weighted 
according to their relative importance in world trade 
and finance. As the value of sterling falls, so more 
sterling has to be paid periodically to the IMF to 
maintain IMF holdings of sterling constant in SDR 
terms. Correspondingly sterling is received back 
when the sterling exchange rate rises relative to the
SDR.

UK subscri pt i ons in s t e r l i n g :  subscription 
to the IMF +. Payments of increases in quotas under
successive general reviews.

O t h e r  IMF s t e r l i n g  t ransact i ons  include; in
1972, the repurchase of £83 million of charges first 
paid in sterling, and in 1978 and 1980 payments to 
the IMF in the third and fourth IMF gold restitutions 
to members. The 1978 payment was repurchased in 
1979; the 1980 payment fell into the re s e rv e  
t r a n c h e  and so was not subject to repurchase.

Further references
Table 10.1 includes figures representing the 

allocation of SDRs to the United Kingdom. SDRs are 
reserve assets created and distributed by decision of 
the members of the IMF. They first came into use in 
1970 and are created upon being allocated by the IMF 
to a member country and increase the size of that 
member's official reserves. SDRs are only used 
directly for settlements between official holders such 
as central banks. However, participant members 
countries also accept an obligation to provide 
convertible currency, when designated by the IMF to 
do so. to other participants in balance of payments 
need in exchange for SDRs up to a maximum which 
would take their SDR holdings to three times their
own allocation.

A more detailed description of IMF operations and 
transactions with the United Kingdom is published in 
the December 1983 issue of the Bank of E n g l a n d  
Q u a r t e r  I y Bu 1 1 et i n and more general descriptions 
of the operations of the IMF are to be found in a 
variety of IMF publications.

Table 10.8
Transactions in overseas securities

This table brings together the quarterly estimates 
of transactions in overseas securities in a similar 
manner to the table on UK company securities (8.7).
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Money stock
Monetary aggregates assumed a much greater 

importance in macro-economic policy in the late 
1970s. A similar trend occurred in many countries 
culminating in several, including the United Kingdom, 
in publicly declared targets for monetary growth. 
The instruments through which monetary policy is 
pursued, such as interest rates, intervention in 
financial markets and controls on the banking system, 
can have widespread repercussions on the flow of 
funds throughout the economy.

There has been much argument amongst 
economists on why money matters (or indeed 
whether it does) and this debate has a bearing on 
how money should be defined and measured.

The quantity theory of money has a long history. 
It is embodied in the equation MV = PT, the two sides 
of which are different expressions of the same 
concept. The monetary value of transactions in the 
economy can be expressed either as the stock of 
money available (M) multiplied by the average 
number of times each unit is used (the velocity of 
circulation V), or as the volume of transactions (T) 
multiplied by the average price level (P). The 
monetarist school of economists would argue that 
the velocity of circulation has a natural level which is 
constant or changes only slowly; further the volume 
of transactions is determined by the supply of goods 
to the economy, which is exogenous, so that changes 
in the money supply are causally linked with a 
change in the price level, i.e. the rate of inflation. 
There may be a period during which the velocity of 
circulation temporarily accommodates a change in 
the money supply, but after some time lag it will 
return to its natural level as prices adjust to the 
change in the money supply.

Economists following what might conveniently be 
termed a Keynesian philosophy, whilst agreeing that 
a change in the supply of money will tend to change 
its price relative to alternative assets, would differ 
from the monetarists on what constitute the 
alternatives to holding money. Whereas monetarists 
would include real assets in the alternatives, 
Keynesians would restrict these to other financial 
assets; they would argue that interest rate changes 
would bring about adjustments in liquidity preference 
and the portfolio of financial claims held. There 
might be indirect effects on the real economy but 
these would result from the effect of changes in 
interest rates on, for example, the demand for 
investment goods. Such economists would argue that 
the money supply, of itself, has little direct impact on 
the real economy and should be allowed to 
accommodate the level of demand that interest rates 
and the level of economic activity require.

This is an oversimplified summary largely 
ignoring, for example, the question of whether actual 
or prospective changes in the money supply affect 
expectations and many economists would take a 
qualified or intermediate position.

Definitions of Money
There is no single correct definition of money  and 

there are many liquid assets which are not included 
in any of the UK monetary aggregates but which 
nevertheless need to be taken into account on
occasions when interpreting monetary conditions. 
An article in the Bank of England Quarterly 
Bui 1 et i n of December 1982 discussed various liquid

assets; those which are included in the aggregates 
and some which are not. An article in the Quarterly 
Bui let in of December 1983 discussed further some 
alternative definitions of 'broad money'.

Definitions of some of the aggregates were 
revised with the Chancellor's budget of 13 March
1984. Details were given in an article in the Bank of
E n g l a n d  Q u a r t e r l y  Bulletin,  March 1984.

A new presentation of the measures of broad 
money was introduced in May 1987. A new measure, 
M4. covers the sterling deposit liabilities of banks and 
building societies to the rest of the private sector, 
and holdings by the latter of notes and coin. M3  was 
renamed M 3 C  and sterling M 3  was renamed M3. 
PSL2  became M5. An article in the Quarterly 
Bull et i n  of May 1987 introduced the new 
presentation in detail.

Six definitions of the money stock are used in this 
section. MO, the narrowest measure, consists of 
notes and coin in circulation outside the Bank of 
England and bankers' operational deposits at the 
Bank. M1  consists of notes and coin in circulation 
with the public plus  sterling sight deposits held with 
UK banks (i.e. monetary sector institutions) by the 
private sector only. M 2  was introduced in the 
summer of 1982, and was designed to be more 
directly related to transactions in goods and services 
than M3  and less sensitive to relative interest rates 
than Ml . M2  comprises notes and coin in circulation 
with the public plus  sterling retail deposits held by 
the UK private sector with UK banks, with building 
societies and in the National Savings Bank ordinary 
account. An article giving more details of the 
construction of M 2  was in the Bank of England 
Q u a r t e r l y  Bulletin,  June 1982, and a note about 
changes in the coverage of M2  was in the Quarter 1 y 
Bulletin  of March 1983. M3  comprises notes and 
coin in circulation with the public, together with all 
sterling deposits (including certificates of 
deposit)  held with UK banks by the private sector. 
M3C  equals M 3  plus  all deposits held with UK banks 
by the private sector in other currencies. M4  equals 
M 3  less  building society holdings of bank deposits 
plus  building society sterling deposit liabilities to 
the non-bank, non-building society private sector. 
M 5  Is equal to M4 plus  private sector holdings of 
certain money-market instruments, CTDs, and some 
national savings instruments.

A diagram showing the relationships among the 
monetary aggregates and their components is given 
on page 106. A diagram showing the relationships 
among the counterparts is given on page 109.

Counterparts to money stock changes
Monetary aggregates are defined, in the main, as 

selections of the assets held by the UK private sector 
which are the liabilities of certain financial insti
tutions. The total liabilities of these institutions are 
equal to the total of the claims they hold on the 
other side of their balance sheets. Therefore, where 
the aggregate comprises a significant proportion of 
the liabilities of the institutions in question, as in the 
case of M3. M4  and M5, it may also be analysed in 
terms of the assets held by the institutions. 
Sometimes this can be a more helpful way of 
examining the relation of the aggregate's behaviour 
to other aspects of the economy, particularly if the 
institutions manage their liabilities to accommodate
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changes in their assets, rather than the other way 
round. Thus the main counterpart to a change in M 3  
is bank lending in sterling to the private and public 
sectors. (Bank lending to the overseas sector is 
broadly matched by overseas sector deposits with UK 
banks.) However, banks form the residual source of 
lending to the public sector, so it is usually more 
helpful to consider bank lending to the public sector 
in terms of the total borrowing requirement (the 
PSBR — see also Section 2) le s s  that part financed 
from non-bank sources. Therefore the main 
counterparts to changes in M 3  become the PSBR, 
public sector debt sales to the private sector (and 
external and foreign currency finance of the public 
sector), and bank lending to the private sector.

C h a n g e s  in money stock  — M3,  are presented
in table 11.6 as an analysis of changes in domestic 
counterparts and in external and foreign currency 
counterparts. It is helpful to explain the construction 
of this table and to demonstrate these links by 
starting with the consolidated balance sheet of the 
monetary sector (table 6.1). Simplifying slightly we
have:

Monetary sector

Liabilities
Sterling deposits:

UK public sector 
UK private sector 
Overseas residents' deposits 

Foreign currency deposits 
Non-deposit sterling and 
foreign currency liabilities (net)

Assets
Sterling lending to 

UK public sector 
UK private sector 
Overseas sector 

Foreign currency assets

UK private sector sterling deposits comprise the 
largest element of M3  (which also includes n o tes  
and coin in c i n c u i a t i o n  with the public). 
Therefore, by rearranging the other items in the 
above balance sheet, and introducing notes and coin 
in circulation with the public (that is, issues of notes 
and coin net of changes in banks' holdings, which are 
part of lending to the public sector), we have:

Change in M3
= change in:

Notes and coin in circulation with the public 
UK private sector sterling deposits 

-  change in:
Notes and coin in circulation with the public 
Sterling lending to:

UK public sector 
UK private sector 
Overseas sector 

less changes in:
Public sector sterling deposits 
Overseas sector sterling deposits 
Foreign currency deposits net of foreign 

currency assets
Non-deposit foreign currency liabilities (net) 
Non-deposit sterling liabilities (net)

Monetary sector lending in sterling to the UK 
public sector is equal to the PSBR less  UK non-bank 
private sector lending to the public sector (mainly in 
the form of increased holdings of notes and coin, 
gilt-edged stocks. Treasury bills, local authority debt, 
national savings and certificates of tax deposit) less 
external and foreign currency finance of the public 
sector plus  changes in public sector sterling 
deposits. With some further rearrangement of 
overseas sterling transactions, we can derive:

Change in 
M3

less

plus
changes in

= a PSBR (surplus-)

b. net purchases of public sector debt by
the UK non-bank private sector

c. external finance of the public sector
(increase-)

d- sterling lending to the UK private 
sector

e sterling deposits from banks abroad net 
of market loans to such banks 
(increase-)

f other overseas sterling deposits 
(Increase-)

g. other sterling lending to overseas
sector

h. monetary sector foreign currency
deposit liabilities net of foreign 
currency assets (increase-)

i. monetary sector net foreign currency
non-deposit liabilities (increase-)

j. monetary sector net sterling
non-deposit liabilities (increase-)

D o m e s t i c  c o u n t e r p a r t s  comprise items a, b 
and d; items c and e to i constitute external and 
f o r e i g n  c u r r e n c y  counterparts,  which among 
other things will reflect the balance of payments of 
the private sector on current and capital account (see 
also notes to table 11.8 which reconciles as far as 
possible the monetary sector and balance of 
payments figures). Non-deposit sterling liabilities 
are the sterling component of capital and internal 
funds and reserves less  non-financial assets (
notes to tables 6.1 and 6.2).

Table 11.7 shows a oresentation of the
M4  and M5.

presentation 
Broadly speaking, the 

constructed in a similar 
that banks

counterparts to
counterparts to M4  are constructed in a 
fashion to M3, except that banks and building 
societies are treated as if they were a single group of 
institutions. Consequently, both banks' and building 
societies' transactions in public sector debt are 
excluded from p u r c h a s e s  of p u b l i c  sector debt 
by the UK p r i v a t e  sector.  Also, transactions 
between banks and building societies are excluded 
from s t e r l i n g  lending to the UK p r i v a t e  
sector. M 5  counterparts are the same as for M4 
except that the lending c o u n t e r p a r t  includes 
purchases of bank bills by the UK private sector and 
p u r c h a s e s  of p u b l i c  s e c t o r  debt by the UK 
p r i v a t e  sector  excludes those instruments which 
are included in M 5  itself.

Calendar month statistics
A major change to the presentation of banking 

and monetary statistics took place in October 1986 
with the move of the reporting date from mid-month 
to end month. The change and its implication for 
the figures were described in detail in a note 
( B a n k i n g  and m o n e t a r y  st at i st i cs : a c h a n g e  
in r e p o r t i n g  dates)  published in the Bank of 
Eng 1 a n d  Q u a r t e r  1 y Bui 1 et i n of December 1986. 
The note also referred to the availability of back 
data. The main aspects of the change as they affect 
F i nanc i al St at i st i cs  are described below.

Hitherto, information on the new calendar month 
basis was available only from the 90 or so largest 
banks and only from mid 1982. These banks account 
for some 90 per cent of banks' contribution to M3. 
Two consequences flow from the comparatively 
short run of data on the new basis and their limited 
coverage. First, some of the detailed series cannot
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reliably be estimated separately for the months 
before October 1986. More importantly, with the 
exception of MO, the seasonal adjustments applied to 
calendar month data will be less reliable than those 
for banking months were, until long runs of data have 
accumulated They will be subject to greater 
revision as more information becomes available, and 
should be used with caution. For MO, where the 
series is derived from weekly information, a long run 
of data is available and the quality of the seasonally 
adjusted series is unaffected.

The greater uncertainty in the seasonally adjusted 
series has two main implications for presentation. 
First, more prominence is given to the unadjusted 
figures, and secondly, for the time being at least, the 
only monthly figures shown in seasonally adjusted 
form are the main measures of money and bank 
lending.

In view of these uncertainties a small group 
chaired by the Head of the Government Statistical 
Service and including representatives of the Bank and 
HM Treasury and also outside has been reviewing the 
seasonality of the monetary aggregates and the 
method of seasonal adjustment.

The notes in this Handbook  will tend to focus on 
the calendar month series. Information about the 
banking month data can be found in earlier 
Handbooks.

Seasonal adjustment
Seasonally adjusted estimates of quarterly 

changes in the money stock are derived from a 
process of adjustment of the financial accounts 
matrix and therefore take account of the additional 
constraints imposed by the process. In particular:

(a) in any quarter, the sum of the adjustments 
of all sectors for a particular asset or 
liability is zero;

and
(b) in any quarter, the sum of the adjustments 

for the identified assets and liabilities of a 
particular sector is related, where possible, 
to the adjustment for the net acquisition of 
financial assets for that sector.

For the purposes of Section 11, the adjustments 
calculated at this stage are constrained to sum to 
zero over the financial year. In addition, adjustments 
have been made to allow for the effect of varying 
days of the week on which a quarter begins and 
ends. These will not usually cancel out over the year 
since successive years end on different days of the 
week. Adjustments have also been made to bank 
deposits, bank lending and net non-deposit liabilities 
to allow for the effects of annual and half-yearly 
crediting and debiting of interest by banks; these will 
sum to zero over the period during v/hich the interest 
accrues, which need not coincide with the financial 
year. Other adjustments made include one to allow 
for Easter falling in either the first or second quarter 
of the year.

Seasonal adjustments to the components of the 
money stock (level) are calculated by summing the 
adjustments calculated for the changes and 
subtracting a moving average of the cumulated 
seasonals. This keeps the average level of the 
seasonally adjusted and unadjusted series closely in 
line but does mean that changes in seasonally 
adjusted levels are not equal to seasonally adjusted 
changes. In calculating annual percentage growth

rates, the non-seasonally adjusted monthly flows are 
summed over the appropriate period and expressed 
as a percentage of the non-seasonally adjusted level 
at the start of the period. (For a further explanation 
of the seasonal adjustment process see pages 30 to 
39 of the Bank of England publication U n i t e d  
K i n g d o m  f }ow of funds accounts: 1963-1976. 
May 19781.

Seasonal adjustment of monthly data presents 
particular difficulties -  see the section above on 
calendar month statistics.

Statistical sources
Several sources are drawn upon to produce the 

various monetary aggregates. The main ones include 
the monthly and quarterly balance sheet returns 
submitted by monetary sector institutions (see 
Section 6), similar returns from some other financial 
institutions (see Section 7), statistics of public sector 
finance (see Sections 2 to 5), and for the external 
accounts (see SectionslO and 11).

Quality
The quality of quarterly and, from October 1986, 

of monthly data appearing within the Section is 
generally high. Most of the information relates to 
the monetary sector where statistical coverage is 
near complete and the system of reporting is well 
integrated. The section on calendar month statistics, 
above, describes the quality of the monthly data 
before October 1986. The information relating to 
building societies is based on less full coverage than 
for the monetary sector statistics, although the 
quality is good.

Timeliness
A provisional indication of the percentage change 

in money aggregates is issued by the Bank of 
England in a press release, normally published 
around the 19th of the following month.

Full monthly figures are first issued to the public 
in a Bank of England press release. Banking 
St at i S t  i cs, usually around the end of the following 
month. They later appear in Financial 
Statistics  and in the Bank of England 
Quarter 1 y Bui 1 et i n.

Availability
Calendar quarter figures for Ml. M3. M3C, M4  and 

M 5 are available from the first quarter of 1963, and 
for the counterparts of M3  as given in table 11.6 from 
the second quarter of 1963.

Consistent calendar month series are available, 
generally, only from October 1986. However, some 
series have been constructed back to mid-1982 (see 
section on calendar month statistics). Figures on the 
previous banking month basis are available for earlier 
periods. Ml  is available from October 1971, M 3  from 
July 1971 and M 3 C  and M 5 from May 1975. Full 
counterparts to M 3  are available from September 
1982, although some do extend back to August 1971. 
M 2  is available from November 1981; MO. which is a 
monthly average series, is available from June 1969. 
All banking month series end at mid-September 1986.
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Further references
N.B. Figures published prior to March 1984 use the 
old definitions.

The Bank of E n g l a n d  S t a t i s t i c a l  A b s t r a c t  . 
N u m b e r  1 (1970) and N u m b e r  2  (1975) give longer 
runs of some figures quarterly from 1963 and 
banking monthly from 1971. The figures shown are 
MJ , M 3 C  (and their components) and the relationship 
between M 3 C  and the p u b l i c  s e c t o r  borrou/ing 
requirement.  The E c o n o m i c  Trends Annual 
S u p p l e m e n t  also includes long runs, on a quarterly 
basis, M 3  back to the first quarter of 1963, MO, M4  and 
M S  back to the third quarter of 1982 showing 
seasonally adjusted levels and both unadjusted and 
seasonally adjusted changes, where available. The 
counterparts to M 3  are shown quarterly, starting at 
various periods from the first quarter of 1963, and 
calendar monthly, starting at various periods from  
January 1981. The monthly publications E c o n o m i c  
Trends  and M o n t h l y  Digest of St at i st i cs  also 
give the main aggregates, together with charts in the
former.

Several articles have been published in the Bank 
of E n g l a n d  Q u a r t e r l y  B u l l e t i n  describing 
aspects of the monetary aggregates. Amongst the 
more recent are: 'DCE and the money supply —  a 
statistical note'. March 1977; 'A transactions demand 
for money'. March 1978; 'Seasonal adjustment of the 
monthly money statistics'. June 1978 (see also June 
1981 and June 1983); 'External and foreign currency 
flov/s and the money supply'. December 1978; 
'Components of private sector liquidity'. September 
1979 (see also March 1983); The  monetary base -  a 
statistical note', March 1981; Transactions balances 
— a new monetary aggregate', June 1982 (see also 
March 1983); 'Composition of monetary and liquidity 
aggregates and associated statistics', December 
1982; 'Setting monetary objectives'. June 1983; 
'External flows and broad money', December 1983; 
'Changes to monetary aggregates and the analysis of 
bank lending'. March 1984; The statistical treatm ent 
of banks' foreign currency capital', June 1985; 
'Financial change and broad money', December 1986; 
and 'Measures of broad money', May 1987. There is 
also a discussion of monetary statistics in the report 
of the S t a t i s t i c s  U s e r s  C o n f e r e n c e  on 
F i nanci al S t a t i s t i c s  held in November 1985. A 
report of the proceedings of this conference was 
given in the February 1986 issue of S t a t i s t i c a l  
News. A further note in the November 1986 issue 
summarises how the Central Statistical Office, other 
government departments and the Bank of England 
are responding to the suggestions made at the 
conference for improvements to financial statistics.

A M e m o r a n d u m  on UK M o n e t a r y  St a t i s t i c s  by 
the Bank of England was submitted to the House of 
Commons Treasury and Civil Service Committee and 
has been published by HMSO, as part of the minutes 
of evidence taken from the Bank on 3 November 
1980. This memorandum is in two parts. The first 
discusses various aspects of the quality of monetary 
statistics in the UK and the second compares and 
contrasts the approaches of the United Kingdom and 
the United States of America to collecting monetary 
statistics.

Table 11.1
Summary of monetary aggregates

The composition of, and the relationship between, 
these aggregates is shown in the table on page 106, 
adapted from the May 1987 Bank of E n g l a n d  
Q u a r t e r  1 y Bui 1 et i n article referred to above.

Table 11.2 
Money stock

This table shows the amounts outstanding at the 
end of quarters and months of the components of Ml.
M2. M3. M3C, M4  and M5.

Estimates of overseas residents' holdings of notes 
and coin are available for calendar quarters only and 
these are excluded from the quarterly series for 
n o te s  a n d  c o i n  in c i r c u l a t i o n  w i t h  t h e  

p u b l i c ,  with interpolated estimates being excluded 
from the monthly series.

The definition of deposits used is the same as 
that in monetary sector tables of Section 6. Thus 
sixty per cent of net debit transit items is deducted 
from UK private sector sterling sight deposits. (See
notes to tables 6.1 and 6.2).

The series for bank bills is estimated from total 
acceptances of bills by banks (see table 6.4) l e s s  

bank bills held within the monetary sector and by the 
issue department of the Bank of England and by 
building societies and identified holdings of the 
public and overseas sectors. The calendar quarterly 
series of bank bills prior to June 1975 comprises very 
tentative estimates derived from the total of bank 
acceptances outstanding and later information 
indicating the proportion likely to be held by the 
non-bank private sector; consequently they should be 
regarded as only very broad indications of 
magnitude. Treasury bills are also estimated by 
residual after deducting identified monetary sector, 
building society, public sector and overseas holdings 
from total issues. Finance house data up to 
18 November 1981 were obtained from returns by 
those houses subject to credit control. Holdings of 
local authority temporary debt are estimated from 
calendar month and quarterly returns collected by 
the Department of the Environment. The monthly 
figures are unpublished, but the quarterly figures are 
shown in table 4.6.

N a t i o n a l  s a v i n g s  d e p o s i t s  a n d  s e c u r i t i e s  

include deposits with the National Savings Bank and 
premium savings bonds, British savings bonds, 
national savings stamps and gift tokens.

C e r t i f i c a t e s  o f  t a x  d e p o s  i t. Quarterly 
transactions are shown in table 3.11 and holdings by
building societies in table 7.7.

O t h e r  s t e r l i n g  s h a r e s  a n d  d e p o s i t s .

section on breaks in series.

Breaks in the series
Breaks occurred in the money stock series and 

their components at end-March 1972 and 1973 
because new contributors were included in the 
banking statistics. Similarly, at end-Decem ber 1975 
one contributor was excluded from the banking 
statistics (see notes to table 6.3), but the effect on 
the figures is very small. Dollar certificates of 
deposit held by UK residents (other than banks), so 
far as they can be identified, are included from
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Relationships among the monetary aggregates
e  .  •  •  Aand their components

Notes and coins in circulation with the 
public (1 3 .7i
AGAA

plus

Private sector non-interest-bearing 
sterling sight bank deposits (31.2)

Banks' till money (1.6) 
AVAA-AGAA . t

AUYA
plus Bankers' balances with the Bank of England (0.2)1

AVAC

equals M q (15.5)
AVAD

Non-interest bearing M-j (44.9) 
AOYH

Private sector interest bearing sterling 
sight bank deposits (47.0)
AGAD

plus Private sector interest-bearing retail sterling
deposits with banks and building societies
and national savings bank ordinary accounts 
(137.7)

equals  M-| (91.9)
AUYB

AGAF
equals  M 2  (182.6)

AUYC

Private sector sterling time bank deposits 
(90.0)
AGAG

M 3  (181.9) 
AGAJ

Private sector holdings of building society shares
and deposits and sterling certificates
of deposit (129.1)
AJWK

plus Private sector foreign currency 
bank deposits (31.0)
AGAK

equals  AGAL M 3 .̂ (212.9)

Building society holdings of bank deposits and 
bank certificates of deposit, and notes and coin (13.5)
AUYL

equals  M 4  (297.5)
AUYM

Holdings by the private sector (excluding building 
societies) of money market instruments (bank bills, 
Treasury bills, local authority deposits) certificates 
of tax deposit and national savings instruments 
(excluding certificates, SAYE and other 
long term deposits (1 5 .0 )
AUYR AVEB

Mg (312.5) 
AVEE

1. Figures in brackets are amounts outstanding in £  bUHon.at end of October 1987, as shown in the December 1987 issue of 
Financial Statistics. MO is actually published as the average amount outstanding for all the Wednesdays in the month.
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end-March 1973; the coverage of these holdings was 
somewhat expanded from end-Decem ber 1977.

The introduction of new statistical returns in 
m id-May 1975 also led to a slight break in the series 
for M l  and M 3  (see the June 1975 B a n k  of E n g l a n d  
Q u a r t e r l y  B u l l e t i n  page 162). The estimation 
previously needed to calculate M 1  and M3 was 
reduced, and slight changes in the definitions of 
some items reported by the banks caused some 
inconsistencies with earlier figures. In particular, the 
definition of M l  was clarified by the replacement of 
'current accounts' (a term which had different 
meanings for different banks) by 'sight deposits', 
which is more precisely defined as funds available on 
demand, including money at call and money placed 
overnight. Also, private sector deposits with the 
discount market, which had previously all been 
included in M3 and M 3 C  but not in M?, were included 
in Ml  if falling within the definition of sight deposits 
(about £100 million of such deposits were
outstanding in m id-May 1975).

In the fourth quarter of 1981 the break caused by 
the switch between the old banking sector and the 
new monetary sector was reflected in levels series 
but excluded from the changes series. For the new 
calendar month data, unlike the previous banking 
month information, estimates are grossed up to the 
population coverage of the quarterly series.

The current M 2  series was introduced in an article 
in the B a n k  o f  E n g l a n d  Q u a r t e r l y  B u l l e t i n  of 
June 1982, page 224; as explained there, it differs 
from the old M2 series which was dropped in 1971. 
The coverage of M 2  was subsequently extended (see 
Q u a r t  erl y  B u i  let in  of March 1983, page 78). M 2  
includes the non-interest-bearing components of 
M l ;  other retail sterling deposits held by the UK 
private sector with UK banks; retail deposits with 
building societies and deposits with the National 
Savings Bank ordinary account. Retail deposits with 
building societies consist of shares and deposits with 
residual maturity of up to one month.

Table 11.3
Changes in money stock

In table 11.3 the changes in the money stock may 
not equal the differences between the amounts 
outstanding. This is because changes in bank 
liabilities arising directly from alterations in the 
composition of the monetary sector, or from the use 
of new sources of information (as in the fourth 
quarter of 1977 — see also notes to table 11.2), are 
reflected only in the levels and not in the changes. 
Small discrepancies in the quarterly figures also arise 
because the changes in n o tes  a n d  c o i n  in 
c i r c u l a t i o n  w i t h  t h e  p u b l i c  do not allow for 
wastage and hoarding of coin; the amounts 
outstanding do allow for this. See also second 
paragraph of notes to Table 11.2. Finally the 
seasonally adjusted changes may not be the same as 
the differences between seasonally adjusted amounts 
outstanding, because of slight technical differences 
in the approach used to adjust the series (see 
Seasonal adjustment, above).

From the second calendar quarter 1975, all 
figures which include foreign currency items, apart 
from the change in M3C, have been adjusted to

$ I I
* 4 $

I

t 4
k  I 

•  *

exclude the effect of movements in exchange rates.
See also notes to table 11.2 for details of breaks 

in series and other differences from tables in 
S e c t io n  6.

Table 11.4
MO, the wide monetary base

MO comprises notes and coin in circulation 
outside the Bank of England p lu s  bankers' 
operational deposits with the Bank. The levels are 
calculated weekly, on Wednesdays. The level of 
targetted MO is calculated as the average of the 
levels on Wednesdays during each calendar month: 
the change equals the difference between the 
average levels.

N o tes  and c o in  in  c i r c u l  at i o n  o u t  si d e  t h e  
B a n k  o f  E n g l a n d  comprise; (i) Bank of England 
notes in circulation, excluding holdings by the Bank 
of England Banking Department (ii) Royal Mint coin 
outstanding, l e s s  Bank of England holdings; and (iii) 
the fiduciary issues of the Scottish pnd Northern Irish 
banks. (To include their gross note issues would 
involve double counting, since Bank of England notes 
in circulation include those used as backing for 
issues by these banks in excess of their fiduciary 
issues).

B a n k e rs ' d e p o s i t s  w i t h  t h e  B a n k i n g  

D e p a r t m e n t  Up to 19 August 1981, bankers' 
deposits were held predominantly by the clearing 
banks, which used them to settle net claims between 
themselves and as a means of paying for their 
requirements of Bank of England notes. Other banks 
generally used their accounts with the clearing banks 
to fulfil these two functions and many of them did 
not hold deposits with the Bank of England. The level 
of bankers' deposits was also influenced by monetary 
control requirements (e.g. the London clearing banks' 
agreement to hold 1.5% of their eligible liabilities in 
the form of non-interest-bearing balances with the 
Bank, when Competition and Credit Control was 
introduced in 1971). From 20 August 1981, the new 
arrangements for monetary control took effect (for 
details, see the paper M o n e t a r y
c o n t  r o l  - p r o v  i si ons,  reprinted in the B a n k  o f  

E n g l a n d  Q u a r t e r l y  B u i  let in, September 1981, 
pages 347 to 49). As part of these arrangements, 
bankers' deposits were divided into tw o components: 
o p e r a t  i o n a l  d e p o s i t s  retained voluntarily at the 
Bank for clearing and other purposes mentioned 
above, and non-operational c a s h  r a t i o  d e p o s i t s .  

Operational deposits are still held predominantly by 
the clearing banks, but all monetary sector 
institutions with average eligible liabilities of £10 
million or more are liable for cash ratio 
deposits. Cash ratio deposits, being fixed for 
six-month periods, cannot be withdrawn and have 
been excluded from the wide definition of the 
monetary base (MO).

107

IS

Seasonal adjustment
The series n o tes  a n d  c o i n  in 

o u ts id e  t h e  B a n k  o f  E n g l a n d  

adjusted as part of the process of 
adjusting monetary sector statistics, 
operational deposits are not seasonally adjusted.
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Sources
Figures for Bank of England liabilities are 

obtained from the Bank Return, which is published 
each Wednesday. Bankers' deposits have been taken 
directly from this source, as have the figures for Bank 
of England notes in circulation, which are the largest 
component of the first two columns in the table. 
Monthly estimates and from October 1986 weekly 
estimates of coin outstanding, net of an allowance 
for wastage, are obtained from the Royal Mint. 
Further details are given in the following articles in 
the B a n k  of E n g l a n d  Q u a r t e r l y  B u i l e t i n ,  
'Monetary base statistics' (March 1981), 'Changes to 
monetary aggregates' (March 1984) and 'Banking and 
monetary statistics: a change in reporting dates' 
(December 1986).

Table 11.5
Money stock and velocity of
circulation

The velocity of circulation for a quarter, 
published in this table, is derived as the ratio of 
gross domestic product at current market price, 
expressed at an annual rate, to the monthly average 
for the quarter of money stock. Data are seasonally 
adjusted.

To give a numerical example, the sources and 
methods used to arrive at the M 3  velocity of 
circulation figure for first quarter 1987 are 
follows:

Data {£ millions)
GOP at market prices 

1987 Q1 = 99,290 
Source: Economic 
CAOB)

Trends (January 1988 page 6 -

M3 level (end-month)
1986 December
1987 January 

February 
March

150.670
152,509
155.411
159.552

Source: Financial Statistics Xab\e n.2 (February 1988)

Icuianon
GDP annualised: 99,290 x 4 = 397.160 
M3 centred:

(150,670 + 2x(152,509 + 155.411) + 159.552)/6 = 154,344 
Velocity of circulation (M3): 397.160/154,344 = 2.57

The velocity of circulation figures published in 
F i n a n c i  a) S t a t i s t i c s  to March 1981 were 
calculated by using end-quarter data; from the April 
1981 issue the calculation was revised and monthly 
money supply data were used.

The use of G D P  ( C r o s s  d o m e s t i c  p r o d u c t )  — 
or any other national income or expenditure 
aggregate e.g. t o t a l  d o m e s t i c  e x p e n d i t u r e  or 
t o t a l  f i n a l  e x p e n d i t u r e  —  in this calculation
must be regarded as a crude approximation of what
is ideally wanted ----  namely the total value of
transactions in the economy involving money. These 
aggregates are strictly unsuitable because they
exclude transfers between sectors and transactions 
within sectors (of which transactions in primary and 
intermediate output within the industrial and 
commercial sector are very important) and they

include non-cash items such as imputed income and 
income in kind. Use of G D P  assumes a stable 
relationship over time between G D P  and total 
transactions.

Table 11.6
Counterparts to changes in M3

This table (see also introductory notes) sets out 
the accounting identities between:

(a) domestic counterparts —  comprising the
p u b l i c  s e c t o r  b o r r o w i n g  r e q u i  r e m e n t ,  
purchases of p u b l i c  s e c t o r  d e b t  by the 
UK private sector (other than banks, and 
excluding changes in its holdings of notes 
and coin) and sterling lending to the UK 
private sector;

(b) external and foreign currency counterparts 
—  comprising net sterling deposits from 
banks abroad, other overseas sterling 
deposits, sterling lending to overseas
non-banks, external finance of the public 
sector, and banks' net foreign currency 
liabilities. From June 1975 this last item 
includes changes in the foreign currency 
component of capital, internal funds and 
reserves of all monetary sector institutions, 
less their foreign currency investments in 
UK banks and other non-financial assets in 
currencies other than sterling. Before June 
1975, net non-deposit liabilities in foreign 
currency are presented in aggregate with 
n e t  n o n - d e p o s i t  s t e r l i n g
l i a b i l i t i e s .  Changes in items 
denominated in foreign currency are 
calculated in transaction terms, ie after an 
adjustment has been made for the 
estimated effect of changes in the sterling 
value of foreign currencies (see notes to 
table 11.8)

(c) changes in net non-deposit sterling 
liabilities ------  comprising the sterling
component of capital and internal funds and 
reserves of all monetary sector institutions, 
l e s s  their sterling investments in UK banks 
and other non-financial sterling assets, 
together with residual errors arising from 
the exclusion of sterling transactions 
between institutions within the sector.

(d) changes in M3.

The p u b l i c  s e c t o r  b o r r o w i n g  r e q u i r e m e n t  
is described in the notes to table 2.5. The net 
acquisition of central government debt by the 
non-bank private sector (column 5 of the unadjusted 
table) is shown in greater detail by instrument in 
table 3.4.

I s s u e  D e p a r t m e n t  p u r c h a s e s  of c o m m e r c i a l  
b i l l s .  The Issue Department of the Bank of 
England acquires commercial bills in the course of its 
market operations. Although the Issue Department's 
claim is on the banks which accepted the bills, in 
such circumstances it is, in effect, temporarily taking 
over some lending to the UK private sector which 
would otherwise be provided by the banking system. 
The underlying trends behind lending and the growth 
in the money supply are therefore best shown by 
including such purchases with bank lending to the
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private sector. This treatment is followed in 
table 11.6 and differs from that in some other tables 
of F ;n a n c ;a / Statistics,  e.g. table 3.4, where a

sector approach is followed and Issuepure
Department's purchases of commercial bills are 
netted off from the private sector's purchases of 
central government debt. A similar treatment is 
made of Issue Department's transactions in 
promissory notes relating to shipbuilding paper 
guaranteed by the Department of Trade and Industry.

From the end of the first quarter of 1976 to the 
end of the first quarter of 1978 (and from mid-May  
1976 to mid-April 1978 in the monthly series) certain 
public sector funds placed temporarily with banking 
institutions through the inter-bank money market, 
which have been included in table 6.1 within public 
corporations' deposits, have been treated as interna) 
to the monetary sector and included in non-deposit 
sterling liabilities (net) in the money stock tables. 
This has given rise to differences between the 
monetary sector tables and the money stock tables. 
The differences between tables 6.2, 11,3 and 11.6, 
which show changes, will therefore extend to the 
second quarter of 1978 and to m id-May 1978 in the 
monthly series.

The seasonally adjusted series do not always add 
up to the calendar year total which is the sum of the 
unadjusted quarterly figures (see Seasonal 
adjustment above).

Table 11.7
Counterparts to changes in M4 and

This table (see also introductory notes) provides 
the same range of information on the counterparts of 
M4  and M5 as is provided for M3. Monthly data for 
M4  and M5  are only available from January 1987. 
Quarterly data are only available from Q4 1981.

Table 11.8
External and foreign currency
counterparts to changes in M3:
relationship with the balance of
payments

The entries leading to the external and 
foreign c u r r e n c y  counterparts  in table 11.6 are 
based on data for the financing transactions because 
such data are more fully identified, more frequent 
and more up-to-date than any data which can be 
used to analyse the transactions, which (in a purely 
statistical sense) bring about an external and foreign 
currency finance requirement. Table 11.8 
demonstrates that an alternative presentation of the 
accounting relationships leading to external and 
foreign currency count erpart s is possible. It 
cannot be fully articulated, and is restricted to 
quarterly data, but as a supplementary presentation 
to that in table 11.6 has some value.

Statistical sources
The b a l a n c e  of paym en t s  current balance, 

which covers current account external transactions 
of the private and public sectors and the balance of 
p a y m e n t s  b a l a n c i n g  item  are taken from 
table 10.1.

Capital account external transactions of 
the non-bank p r ivate sector  (columns 3 to 8) 
are derived from detailed figures of transactions 
in external assets and liabilities  underlying 
table 10.2 (some of which are published elsewhere 
for example in the quarterly article UK balance of 
p a y m e n t s  in Economic Trends). Balance of 
payments presentations in general deal with external 
transactions of UK residents collectively and do not 
always distinguish transactions of the various 
domestic sectors. Wheresectors. Where they do, the sector 
definitions employed are not necessarily exactly the 
same as those used in the domestic sector accounts 
and in monetary statistics. The banks, as defined in 
the balance of payments accounts prior to 1982, 
included certain financial institutions which were not 
included in the domestic monetary sector). Thus, to 
be suitable for use in table 11.8, the data from 
table 10.2 have been adjusted, as far as existing data 
sources allow, to isolate transactions between 
non-residents and the non-bank private sector (the 
latter as defined in monetary statistics).

The balance of payments accounts are unsuitable 
in a further respect for the form of analysis required 
in table 11.8. The balance of payments accounts 
record only transactions between UK residents and 
non-residents and so exclude foreign currency 
transactions of UK residents with UK banks and 
government foreign currency borrowing from the UK 
non-bank private sector; both of these transactions 
are, however, part of external and foreign 
c u r r e n c y  finance.  Thus, for the remaining 
columns (10 to 13) it is necessary to take data from 
the domestic sector accounts, as described below.

Public sector capital  (or more strictly 
financial) transactions with overseas 
c o n t r i b u t i n g  to the PSBR  consists of data 
underlying table 2.6. They include net lending, 
etc.  o verseas  (components of which are identified 
in tables 3.3 and 5.3) plus  those elements of 
m i s c e l l a n e o u s  capital transactions (net) 
which can be identified as transactions with 
non-residents. Monetary sector transactions in 
columns 11 and 12 are taken directly from table 6.1 
and column 12 banks* foreign currency 
liabilities to the public and private 
sectors  also includes foreign currency net 
non-deposit liabilities, (see note on external and 
foreign currency counterparts  column 16 in 
table 11.6). Column 13 government foreign 
curr en c y  debt: UK non-bank private sector  is 
taken directly from table 3.4.

Available sources of data do not at present 
enable all the required figures to be identified 
accurately. Thus inevitably there is a difference 
between the sum of the components of columns 2 to 
13 and the total of external  , and foreign 
currency finance  derived from table 11.6. This 
difference is reflected in the residual column 14. 
Columns 9 and 14 together reflect errors and 
omissions in accounting for the transactions leading 
to the external and foreign currency finance

1
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Timeliness
The figures in table 11.8 are normally published 

three months after the end of the quarter to which
they relate.

Further references
The chart on page 35 shows diagrammaticaHy the 

links between balance of payments financing, 
external finance of the P S B R  and the monetary 
aggregates. An article in the Bank of E n g l a n d  
Q u a r t e r l y  Bui let in, December 1978, covers 
similar ground, with examples of how external and 
foreign currency transactions may affect DCE and M3.

Timeliness and availability
The summary figures are published for the latest 

month with the Bank of England press release on 
money stock usually around the end of the following 
month. They next appear, in more detail, in
F i n a n c i a l  S t a t i s t i c s  and in the Bank of 
Engl a n d  Q u a r t e r l y  Bui let i n.

Figures for calendar year quarters are not shown
in the press release.

Calendar quarter figures have been compiled 
from first quarter of 1963. Calendar month 
estimates have been made back to mid“ 1982 (see 
section on calendar month statistics on page 103).
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Section
Capital issues and Stock Exchange
transactions

‘ t

\y •

The main purpose of the Stock Exchange is to 
provide an efficient market for the issue and trading 
of British government, other UK (and Irish) public 
sector and company securities. It provides a 
mechanism for the raising of funds, in various forms 
and for varying periods, by many types of domestic 
borrowers, including the UK government and other 
bodies in the public and private sectors of the 
economy, notably the large number of limited liability 
companies whose shares and bond issues are listed 
on the Stock Exchange. It also provides a market for 
securities of overseas public authorities and 
institutions and of overseas registered companies.

Iff

Share and loan capital
A company's capital structure can be divided into 

three classes: loan capital, preference capital and 
equity capital. Loan capital (or bonds) includes 
d e b e n t u r e s  and u n s e c u r e d  l o a n  s t o c k .  Interest 
is payable on bonds regardless of whether the 
company makes a profit. Some loan stocks are 
irredeemable — i.e. they will never have to be repaid 
(unless the company is wound up) — but most are 
redeemable. A d e b e n t u r e  is a document which 
evidences the fact that the owner has lent money to 
a business for a specified period usually at a fixed 
rate of interest. D e b e n t u r e s  are normally secured 
on the assets of the business; should the interest or 
capital appear to be in jeopardy, certain assets of the 
company can be sold to repay the debenture 
holders. The description unsecured  d e b e n t u r e  is 
unusual, u n s e c u r e d  J o a n  s t o c k  being preferred in 
practice. Bond holders sometimes have the right to 
convert their holdings into o r d i n a r y  s h a r e s  after a 
certain time (c o n v e r t  i bJ e  d e b en tu res  o r l o a n  
s t o c k s ) .

Shareholders differ from bond holders in that 
they are members (owners) of the company, not 
lenders. There are two main types of share —  
p r e f e r e n c e  s h a r e s  and o r d i n a r y  s h a r e s .

P r e f e r e n c e  s h a r e s  usually entitle the 
shareholder to a fixed annual dividend out of 
post-tax profits payable in priority to the ordinary 
dividend. Dividends on preference shares are only 
payable if the company has adequate distributable 
profits. Most preference shares are 'cumulative' — 
the liability for unpaid dividends must be carried 
forward to the next year; the ordinary shareholders 
cannot receive any dividend payment until the past 
and present preference dividend entitlement is fully 
met. Most preference shares are also given priority 
of repayment of capital on liquidation. A few  
preference shares are 'participating' — entitled to an 
additional dividend in certain circumstances. Some 
preference shares are convertible into ordinary 
shares; there are also 'redeemable' preference 
shares. Most preference shares, of all varieties, 
carry no votes at general meetings except in relation 
to varying their rights. Two or more classes of 
preference share (first, second etc.) may be issued, 
ranking in order of dividend and capital repayment.

O r d i n a r y  s h a r e s  constitute the majority of a 
normal company's share capital — often the whole of 
it. They have no right to a fixed dividend, the size of 
the dividend varying according to the profits made by

the business. Ordinary shares thus form the 'risk 
capital' of the firm, and the holders are its 
proprietors in the full sense. They usually have 
voting rights —  some companies have non-voting 
ordinary shares as well as voting ones. Occasionally 
the ordinary shares are divided into a 'preferred' and 
a 'deferred' class, the first being entitled to a certain 
minimum dividend, then the second similarly, then 
both to the same excess over the minimum, if profits 
permit. Some companies issue B shares which 
entitle holders to fully paid shares in lieu of dividend.

Public and private companies
There are about 890,000 companies registered in 

Britain, of which some 5,400 (or less than one per 
cent) are public limited companies and the remainder 
are private companies. The distinction between 
public and private companies is based on three 
criteria:

(a) the right to transfer the shares of the 
company;

(b) the number of shareholders of the company; 
and

(c) the right to make a public issue of shares 
and debentures.

A p r i v a t e  c o m p a n y  may not issue shares or 
bonds to the public at large.

A p u b l i c  l i m i t e d  c o m p a n y  does'not have to 
make a public issue of shares or debentures; it 
simply has the right to do so if it wishes. Thus not 
all public companies' shares are listed on the Stock 
Exchange and the division between private and 
public companies is not the same as that between 
companies with listed shares and those with unlisted 
shares. There are some 2,200 UK and about 600 
overseas registered public companies listed on the 
Stock Exchange.

The Stock Exchange imposes certain 
requirements on any company seeking a listing for its 
securities, and in doing so has a strong influence on 
the forms and procedures of the new issue market. 
The main concerns of the secondary market 
authorities are that there should be a wide market in 
any securities listed on the exchange and that 
shareholders should h3ve as much relevant 
information about the issuing body as is reasonable. 
Their regulations therefore affect the primary market 
in a number of ways, including the following.

(a) The Exchange will not normally consider any 
application for a listing unless the expected 
(initial) market value of the company 
securities is at least £700,000.
At least 25% of the company's issued shares 
should be in the hands of the public and the 
company has to show a trading record for 
five years.

(c) The Exchange has very rigorous standards 
for the amount of information to be given in 
the prospectus whenever securities are to 
be offered to the public by 'public' issue, 
'offer for sale' or by 'tender'.
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The new issue market

- risk

Its
Have

‘'oting
onaliy

and
ertain
then

TOfits
which
Send.

■ed in 
e per 
inder
ween
three

[he

ny;

*es

}S or

/e to
is; it 
s not 
Stock 
and

A'een 
isted 
600 

1 the

irtain 
or its 
:e on 
jrket.
arket 
cet in 
that

jvant
lable-
arket

any
:ted
lanv

jres
the
for

jfds 
n in 
jto
SU®'

f

t

t

c — — -------- --- • J J
Longer-term loan and equity finance is provided 

chiefly through the new issue market, the main 
sponsors being specialised issuing houses and 
stockbrokers acting as issuing houses. There are a 
number of ways in which new securities can be 
issued on behalf of a company, public authority or
government.

(a) A 'public issue' constitutes an offer of 
securities to the general public at a stated 
price. The advertisement for the issue 
consists of a detailed prospectus, usually 
shown in a newspaper.

(b) In an 'offer for sale', the public is again 
invited to apply for shares on the basis of a 
prospectus, but in this case it is an issuing 
house or stockbroker who, having purchased 
the entire issue, is making the offer and not 
the company raising the new money.

(c) The main feature of an 'issue by tender' is 
that the public is invited to state the price 
(above a certain minimum) and the amount 
for which it is tendering. The total issue is 
allocated at the highest price which wi
clear the issue.

(d) With 'placings', the securities of a company 
are acquired by the issuing houses and are 
placed with their own clients; they are 
usually financial institutions such as 
investment trust companies. insurance 
companies and pension funds. Placings are 
subject to prescribed conditions and limits 
in money value and are permitted only 
where demand is likely to be insignificant or
the issuing company is small.

(el With 'rights issues' shareholders are invited 
to subscribe for further shares in proportion 
to their existing holdings, generally at a 
discount to the market price.

(f) An 'introduction' does not raise new money; 
the primary object being to create a market 
in the shares in the company by obtaining a
Stock Exchange listing.

(g) 'Bonus issues' are also known 
'capitalisation issues' or 'scrip issues', 
type of issue does not result in 
acquisition of any new funds for 
business and merely represents 
conversion of accumulated reserves 
shares.

(h) 'Vendor consideration issues' arise when 
other companies are acquired, not for cash, 
but by the issue of stocks or shares in the 
acquiring company.

(i) A 'Vendor placing' occurs when stocks or 
shares issued by the purchasing company to 
a vendor are placed by the vendor in order 
to obtain liquid capital, as an alternative to 
the purchaser paying cash direct.

as
This

the
the
the
into

Table 12.1
Capital issues and redemptions in 
the United Kingdom

The estimates relate to new money raised, in 
sterling, on the main United Kingdom stock market, 
by issues of or d i na r y ,  p r e f e r e n c e  and Joan 
capital  (public issues, offers for sale, issues by 
tender, placings and rights issues by UK listed public 
companies, local authorities, public corporations 
(except domestic issues guaranteed by the 
government) and overseas companies and public 
authorities (including local authorities and 
international organisations). Issues of British 
government and government-guaranteed marketable
securities are shown in Section 3. Issues on the 
unlisted securities market are shown in table 12.2.

The estimates include UK local authority negotiable 
bonds (of not less than one year) issued to, or 
through the agency of banks, discount houses, 
issuing houses or brokers. Mortgages, bank 
advances and any other loans redeemable in less 
than twelve months are excluded, as also are loans 
from UK government funds —  but not government 
subscriptions to company issues made 'pari passu' 
with the market. Issues to shareholders are included 
only if the sole or principal share register is
maintained in the United Kingdom.

As the series relate only to new money raised,
they exclude issues in which the cash raised accrues 
not to the borrowing company but to its existing 
shareholders (i.e. they exclude the value of existing 
securities which have been marketed through the 
new issue machinery but add nothing to the 
resources of the companies involved). They also 
exclude bonus issues, exchanges of one type of 
security for another and issues for other forms of
consideration.

Estimates of the amounts raised are based on the 
prices at which securities are offered to the market. 
Subscriptions are recorded under the periods in 
which they are due to be paid. Redemptions relate 
to fixed-interest securities of the kinds included as 
issues; conversion issues in lieu of cash repayment 
are included in the gross figures of both issues and 
redemptions. No allowance is made for company 
liquidations or other repayments of share capital.

The figures given under rights issues  consist 
of gross rights issues by UK listed public companies. 
I s s u e s  Jess r e d e m p t i o n s  b y  o v e r s e a s  
b o r r o w e r s :  c o m p a n i e s  includes public
corporations.

C o n v e r t  ibJe  d e b e n t u r e s  relates to debentures 
and loan stock carrying the right of conversion into, 
or subscription to, equity capital. Issues of shares 
on conversion of such debentures are not included,
nor are the conversion of the debentures.

The division between United Kingdom and 
overseas company borrowers is determined by the 
location of the registered office. Monetary sector 
institutions are as defined in Section 6 of this 
handbook. Other financial institutions are defined as 
in UK financial accounts, see Section 7. The 
industrial analysis in the third part of the table is 
according to the primary occupation of the borrowing 
company or group and is based on the Standard 
Industrial Classification; for issues from January 1983 
the analysis is based on the 1980 revision of the
Standard Industrial Classification.
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Capital issues and Stock Exchange transactions

Timeliness
The latest month's figures are first issued by Bank 

of England press release on the second working day 
of the following month and published in F i nanci aJ 
S t  a t  i S t  ics about the end of that month.

Method of compilation
The figures are compiled mainly from information 

published in the press or appearing in official Stock 
Exchange publications.

Further references
Annual figures for years back to 1977 were given 

in the Annual Abstract of Statistics, 1987 
table 17.12. Figures for varying series from 1945 to 
1974 are available in the Bank of E n g l a n d  
Statistical Abstract, N u mbers 1 and 2.

Table 12.2
Capital issues and redemptions on
the unlisted securities market

The unlisted securities market was launched by 
the Stock Exchange under rule 163 of its regulations 
in November 1980.

The main difference in the Stock Exchange 
requirements for this market compared with full 
listing are;

(a) member companies need offer only 10% of 
their equity to the general public, compared 
with at least 25% for full listing; 
companies have to provide considerable 
financial detail, but only for the last 3 years, 
compared with 5 years for full listing; 
shareholders must be informed of any 
acquisitions or disposals involving 15% or 
more of either total asset or earnings, 
compared with 25% or more for full listing.

The series shown in this table relate only to new 
money raised and exclude any proceeds which add 
nothing to the resources of the companies involved.

Tables 12.3 and 12.4
Stock Exchange transactions

In both tables, transactions are recorded at 
dealing (contract) dates rather than settlement 
dates. For periods up to September 1986, figures 
shown in table 12.3 represent the sum of 
transactions between market members (jobbers) and 
non-members carried out through the medium of 
brokers. As from 27 October 1986 member firms 
became able to trade in dual capacity, ie dealing as 
principals as well as acting as brokers on behalf of 
customers. The measurement of Stock Exchange 
trade under the new rules was progressively refined 
until, from July 1987, a full split between 
intra-market and customer business is shown. For 
the interim period intra-market  data covers only 
trade in gilt-edged securities carried out through 
inter-dealer brokers. No estimate of customer

business in this period is shown; the residual 
between intra-market and total transactions includes 
an element of trade directly between market firms 
dealing as principals, as well as all 
business.

The content of the

customer

content of the columns covering fixed 
interest securities has changed from time to time. 
For periods from July 1987:-

O t h e r  fixed interest: UK  covers UK local 
authority and UK company debenture and loan 
stocks, convertibles and preferentials.

O t h e r  fixed interest: covers
sterling issues by overseas borrowers, bulldogs and 
all other fixed interest instruments traded.

There are certain transactions, mainly cash 
subscriptions to new issues and redemption 
payments on maturing stocks, which do not pass 
through stockbrokers and are not therefore included 
in stock exchange transactions measures. These 
have been eliminated as far as possible from the 
figures in table 1 2 .4 . In this table official 
holders  includes the issue and banking departments 
of the Bank of England, the National Debt 
Commissioners, (excluding the National Savings Bank 
Investment Fund before 1981), government 
departments, and the Northern Ireland government.

The column Savings banks' investment 
accounts  no longer appears in this table. The data 
for the series in this column; AJCI, AJDI, AJCV and 
AJDV are obtainable from the Databank. Figures for 
financial institutions other than those listed are 
included within other holders (residual ).

The banks ceased to provide information on 
transactions in British Government Stock after the 
banking sector was enlarged and redesignated as the 
monetary sector in November 1981.

Holdings of British government stocks at 
end-March are mostly at market values, as in the 
annual article on the distribution of the national debt 
in the November issues (December issues prior to 
1987) of the Bank of England Quarterly 
Bui 1 et i n.

Timeliness
The latest month's figures for stock exchange 

transactions are published by the Stock Exchange 
during the following month; they appear in the 
subsequent issue of F i nanc i al St at i st i cs.

Figures for transactions in British government 
stocks are published approximately six months after 
the end of the quarter to which they relate.

Further references
The figures for stock exchange transactions are 

also published in The International Stock 
Exchange Fact Sheet  (monthly) and a slightly 
different analysis in Qual i ty of Market Quarterly 
(formerly The Stock Exchange Quarterly.  Long 
runs of figures for both series (from September 1964 
for stock exchange transactions and from June 1966 
for British government stocks) to December 1974 are 
available in the Bank of E n gland Statistical 
Abstract.
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Foreign exchange rates interest rates 
and security prices

This section provides monthly information on the 
main exchange rates, interest rates and security 
prices. The figures mostly relate to points in time or 
daily averages, but for some series (e.g. in 
tables 13.1. 13.3 and 13.5) averages for longer 
periods are provided.

Tables 13.1 and 13.2
Exchange rates against sterling

Table 13.1 shows the s t e r l  ? n g  e x c h a n g e  r a t e  

i n d e x  (ERI) against a basket of seventeen currencies 
(see below), and against those currencies 
participating in the European Monetary System (EMS) 
exchange rate mechanism. Also, for thirteen major 
currencies, the averages of the daily mid~points 
t)etween the spot buying and selling rates as 
recorded by the Bank of England at its close of 
trading (4pm).

Table 13.2 shows the m id-point between the 
closing spot buying and selling rates on the last 
working day of each month for the major currencies 
listed in table 13.1. In addition, end-m onth rates for 
the Austrian schilling and Norwegian krone are also 
included. Also shown is the three-m onth f o r w a r d  

m a r g i n  for each currency against sterling, expressed 
both in terms of foreign currency and 
percentage per annum.

as

Spot and forward rates
Foreign exchange deals may be executed for 

settlement no more than two working days later, in 
which case they are generally termed spot deals, or 
for settlement at some future date, in which case 
they are termed forward deals. The rate for a 
forward deal is generally expressed by showing the 
amount by which the forward rate diverges from the 
spot rate, either in units of the appropriate foreign 
currency, or as a percentage per annum.

If the forward margin is negative the foreign 
currency is at a forward premium (i.e. more 
expensive) to sterling; conversely, sterling is at a 
forward discount (i.e. cheaper) to the particular 
foreign currency.

It follows that if the forward margin is positive 
the foreign currency is at a discount to sterling and 
sterling is at a premium to the currency.

For example, at end-November 1987 the spot US 
dollar/sterling rate was 1.8320 and the 3-month  
forward margin was -0.45 cents. I .e . atmargin was 
end-Novemberr the price for dollars to be delivered 
at end-February was;

1.8320 -  0.0045 = 1.8275 US dollars.
Thus the dollar was more expensive at end-February 
(£1 bought less dollars than at end-November) and 
therefore stood at a forward premium to sterling.

Sterling exchange rate index (ERI)
Between the Bretton Woods Agreement in 1944 

and the currency realignment of the Smithsonian 
Agreement in 1971, the US dollar provided a 
reasonably satisfactory benchmark against which 
changes in the value of other currencies could be

measured. Since the early 1970s, however, there 
have been much larger movements in exchange rates 
and it has ceased to be the case that dollar rates 
accurately indicate the overall changes in the
exchange rate for a currency.

In order to assess this overall change, a weighted 
average of movements in cross-exchange rates 
against a basket of other currencies is required, with 
the weights reflecting some assessment of the 
relative importance of the other currencies.

There are a number of ways of constructing a 
suitable matrix of weights. Most exchange rate 
indices use some form of trade weighting, often of a 
rather simple kind. The present E R I  uses weights 
derived from a sophisticated model of world trade, 
called the 'multilateral exchange rate model' or 
MERM, developed at the IMF. The E R I  is designed to 
answer the following question: 'What uniform  
percentage change in the sterling exchange rate 
against every other currency would have had the 
same effect on the UK's trade balance as the diverse 
set of changes that have actually taken place?'
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The ERI
The present E R J  .  essentially the same as that 

produced by the IMF, was published in its present 
form from Monday 2 February 1981 when revised IMF 
weights using 1977 trade data were introduced and 
the currencies of Hong Kong, Taiwan and Yugoslavia 
were dropped from the calculation. At the same 
time the base date was changed to 1975 and thus 
brought into line with IMF exchange rate indices. The 
E R I  published here is an average of the daily values 
of the ERI as calculated by the Bank of England at its 
close of trading.

The ERI is defined for a country ; and its 
currency as:

100
n R W

u

where Rjj = 1 /R ji = price of one unit of currency i in 
terms of currency j .  expressed as an index number 
relative to the base period: (actual calculations use 
exchange rates vis-a-v is  the US dollar, R$j ,  relying 
on the relationship: Rjj = R$j /R$j ) 
or, equivalently:

exp L  Wij log
i5̂ j

lOO.Rii Z Wij

where W jj is the effect, calculated from the MERM, of 
a one percent change in the price of currency i in 
terms of currency j on the trade balance of 
country i measured in its own currency and deflated 
by the induced change in the average of its export 
and import prices in its own currency.

For the calculation of the ERI, country 1 is the 
United Kingdom.

The base values for the calculation are the 
averages of daily London closing rates in 1975.
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Foreign exchange rates, interest rates and security prices

Expressed as amounts of currency per dollar they are 
as shown below:

Austria
Belgium
Canada
Denmark
France
Germany
Italy
Japan
Netherlands

17.4164
36.8471
1.017253
5.74264
4.26422
2.46147

652.980
296.749

2.52843

Norway
Sweden
Switzerland
UK
USA
Australia
Finland
Ireland
Spain

5.22725 
4 15463 
2.58431 
0.450645 
1.00000 
0 763844 
3.67867 
0.450645 

57.4244

The ERI is calculated by the Bank nine times a 
day (approximately every hour) and can be viewed on 
the Reuter monitoring system (screen RTAW). The 
calculations, at least for the close of business, are 
usually reported on the following day in the financial
press.

E R I  a g a i n s t  E M S  e x c h a n g e  r a t e  m e c h a n i s m  
c u r re n c ie s . This calculation is similar to that 
above, but uses exchange rates for only the eight 
currencies which participate in the EMS exchange 
rate mechanism (deutschemark, French franc, lira, 
guilder, Danish krone, Belgium franc, Irish pound, 
Luxembourg franc) rather than the seventeen foreign 
currencies included in the broader calculation.

Timeliness
Rates are published in F i n a n c i a l  S t a t i s t i c s  

one month in arrears.

Further references
The calculation of the ERI is described in the 

March 1981 issue of the B a n k  of E n g i  a n d  
Q u a r t e r  1 y  Bui let in. Articles about exchange rate 
indices and their calculation were also published in 
the February 1981 and October 1984 issues of the 
Treasury's E c o n o m i c  P r o g r e s s  R e p o r t  . For details 
of the IMF's exchange rate index, reference should be 
made to 'Indices of Effective Exchange Rates' by R.R. 
Rhomberg in I M F  S t a f f  P a p e r s  for March 1976 and 
to 'A Revised Version of the Multilateral Exchange 
Rate Model' by J.R. Artus and A.K. McGuirk in IMF  
S t a f f  P a p e r s  for June 1981. The previous exchange 
rate index calculation was described in the Treasury's 
E c o n o m i c  P r o g r e s s  R e p o r t i o r  March 1977 and the 
index calculated on that basis was last published in 
the January 1981 issue of F i n a n c  i al St at i st i cs.

Middle market closing spot rates at end-week 
and end-month intervals for the US dollar, Belgian 
franc, Swiss franc, French franc, Italian lira, 
Netherlands guilder, deutschemark and Japanese yen 
against sterling and corresponding rates for these 
currencies against the US dollar are published in the 
B a n k  of E n g l a n d  Q u a r t e r l y  B u l l e t i n .
End-month data for 1970-74 are published in the 
B a n k  of E n g l a n d  S t a t i s t i c a l  A b s t r a c t ,  
N u m b e r  2. The middle market closing spot and 
three-months forward sterling/US dollar rates are 
shown as at end-months for 1945-69 in the B a n k  of 
E n g l  a n d  St a t i s t i c a l  A b s t r a c t ,  N u m b e r  1.

The three-months forward US dollar rate against 
sterling expressed in cents and as a percentage per 
annum at end-week and end-month intervals is 
published in the B a n k  of E n g l a n d  Q u a r t e r l y  
Bui 1 et i n.

Table 13.3
interest rate differentials and
foreign exchange rates

This shows the interest rates on US Treasury bills 
and euro-dollar deposits in London; the interest rate 
differentials of local authority temporary loans and 
inter-bank sterling deposits on euro-dollar deposits 
in London; the price of gold at the 3pm fixing in 
London; the exchange rate against Special Drawing 
Rights (SDRs) and the European Currency Unit (ECU) 
of sterling and the US dollar.

I n t e r e s t  o n  U S  T r e a s u r y  b i l l s  shows the 
market selling rate in New York for three-monthly US 
Treasury bills, expressed as a yield (percent per 
annum of 365 days).

I n t e r e s t  o n  U S  d o l l a r  d e p o s i t s  in L o n d o n  
( 3  m o n t h s )  shows middle closing rates.

I n t e r e s t  r a t e  di f f e r e n t  i als.  These two 
columns provide a broad comparison between the 
returns on the different types of investment 
instruments, taking into consideration the cost of the 
accompanying foreign exchange transactions. All 
the calculations are based on three-month rates.

The comoarisons are obtainedcomparisons are obtained by adding a 
forward premium (percent per annum) for sterling to, 
or subtracting a forward discount for sterling from, 
the interest rate for a particular sterling instrument 
(e.g. inter-bank deposits) and calculating the 
difference between the resultant figure and a 
comparable foreign currency instrument (e.g. 
euro-dollar deposits in London). Forward rates 
expressed in percent per annum terms are shown in 
table 13.2.

For example, at end-November 1987 interest on 
3-month euro-dollar deposits in London was 7.88% 

and interest on 3-month inter-bank sterling
deposits was 8.957o pa. Sterling was at a forward 
discount of 0.98% pa against the US dollar. Thus the 
interest rate differential was:

8.95 -  0.98 -  7.88 = 0.09% pa.
Conversely, at end-September 1984 interest on 

3-month euro-dollar deposits in London was 11.44% 
pa and interest on 3-month inter-bank sterling 
deposits was 12.10% pa. Sterling was at a forward 
premium of 0.74% pa against the US dollar. Thus, 
the interest rate differential was;

11.44 + 0.74 -  12.10 = 0.08% pa.
S D R s  are valued in terms of a 'basket' of 

currencies. Since 1 January 1981, the basket has 
consisted of the currencies of five countries — USA, 
UK, France, Germany and Japan — weighted largely 
with regard to their relative importance in world 
trade and official reserves. Prior to that date a 
sixteen-currency basket was used.

The exchange rates for the SDR against all 
currencies fluctuate from day to day in response to 
exchange market movements. Once each business 
day, the IMF values the currency components of the 
basket at their market exchange rates for the US 
dollar at noon in London as reported by the Bank of 
England, and the sum of the dollar equivalents yields 
the rate of the SDR in terms of the US dollar. The 
SDR rate of any other currency can be arrived at by 
taking its official 'representative' exchange rate 
against the dollar and calculating it against the 
dollar/SDR rate.

E u r o p e a n  C u r r e n c y  U n i t  ( E C U )  is also valued 
in terms of a basket of currencies. This basket
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Foreign exchange rates, interest rates and security prices
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consists of the currencies of those nine countries 
(UK, France, West Germany, Italy, Netherlands, 
Ireland, Belgium, Denmark and Luxembourg) which 
were members of the EC in March 1979 when the 
European Monetary System (EMS) came into effect. 
Since 17 September 1984, the Greek drachma has
also been included in the basket.

Timeliness
Data are published in F i n a n c i a l  S t a t i s t i c s  

one month in arrears.

Further references
Data are published at end-week and end-month  

intervals in the Bank of E n g l a n d  Q u a r t e r l y  
Bulietin,  The Bank of E n g l a n d  S t a t i s t i c a l  
Abstract, N u m b e r  2  gives end-month information 
from 1970-74. The Bank of E n g l a n d  Stat i st ical 
Abstract, N u m b e r  1 gives broadly similar data
from 1945-69.

An article describing the foreign exchange market 
in London was published in the Bank of E n g l a n d  
Q u a r t e r l y  B u l l e t i n  in December 1980 and a 
survey of turnover in the market was published in the
September 1986 issue.

Table 13.4
British government securities: 
prices and yields
Financial Times — Actuaries securities 
price indices

The data are for the last Fridays of the months 
and are taken from daily series which appear in the
Financial Times.  The f i x e d  interest indices 
are based on December 1975=100 and the series 
started in January 1976. The i n d e x - l i n k e d  index 
is based on April 1982=100 and the series starts in 
May 1981. Further details of the indices and their 
computation are given in A G u i d e  to  F;nan c7 'a / 
Times S t a t i s t i c s  published in 1985 by Financial 
Times Business Information Ltd.

Selected individual stocks
The series relate to stocks selected to represent a 

cross-section of the market and show figures for the 
last Friday in the month. Prices and yields are based 
on middle market prices at the close of official 
business.

The gross flat y i e l d  on a security is the 
annual amount receivable in interest expressed as a 
percentage of the net p r i c e  (i.e. the price excluding 
gross accrued interest). The net flat y i e l d  is the 
gross flat y i e l d  less  income tax at the standard 
rate. These yields are used mainly for irredeemable 
or undated stocks, where the absence of a fixed 
redemption date does not permit the calculation of 
any certain capital gain or loss; and they are 
comparable with rates of interest obtainable on 
deposits, mortgages and other investments that offer 
no capital gain or loss. For investors whose only 
concern is annual receivable income (e.g. life 
interests) these yields are a measure of their return 
on dated securities also; but most investors in these

stocks will be concerned, in addition to the annual 
income, with the capital gain or loss arising from the 
difference between the price at which they were  
purchased and the price at which they will be 
redeemed at a known date (or range of dates).

The g ro s s  r e d e m p t i o n  y i e l d  comprises the 
g r o s s  flat y i e l d  together with an apportionment 
of the calculated capital gain or loss on dated 
securities held to redemption; more precisely, it is 
the rate of interest which, if used to discount future 
dividends and the sum due at redemption, will make 
their present value equal to the present price of the 
stock. It is an appropriate measure of the gross 
annual return on these securities, if held to maturity, 
for investors who pay no tax (e.g. pension funds) or 
pay tax on income and capital profits at the same 
rate (e.g. security dealers). It provides a convenient 
means of comparing the annual return on dated 
securities with different nominal rates of interest.

The n e t r e d e m p t i o n  y i e l d  is similar to the 
g ro s s  r e d e m p t i o n  y i e l d  except that income tax at 
the standard rate is deducted from dividends. From 
April 1965 to March 1969 the net r e d e m p t i o n  
y i e l d  allowed also for tax on capital gains to 
redemption. From May 1965 to March 1969 capital 
gains between the lowest price at which stock was 
issued and the redemption price were exempt tax. 
Since March 1969 the calculation omitted capital 
gains tax because the tax was only levied on a 
minority of holdings of government stocks. From 
March 1969 to April 1971 the charge to capital gains 
tax (currently at 30% for persons) was made only on 
stocks with less than one year to redemption and 
since then it has been made only on stocks disposed 
of within one year of acquisition.

The net r e d e m p t i o n  y i e l d  g r o s s e d  up  at the 
standard rate of income tax is not an actual return to 
any class of holder. It provides, for those who pay 
tax only on income, a notional gross return on dated 
securities which can be compared with other gross 
returns containing no tax-free or low -taxed element, 
such as income (before tax) on investments which 
offer no capital gain or loss, for example deposits, or 
on which the capital gain or loss cannot be 
calculated in advance, for example equities.

In calculating the yield on stocks with alternative 
redemption dates, redemption is assumed at the later 
date when the price (excluding gross accrued 
interest) is below par, that is when the flat yield is 
above the nominal rate, and at the earlier date when
the price is above par.

The real g r o s s  r e d e m p t i o n  y i e l d s  on 
index-linked British government securities are 
calculated by the method adopted by the Institute 
and Faculty of Actuaries (see Bank of E n g l a n d  
Q u a r t e r l y  Bulletin,  December 1983, page 484). 
The yields shown assume a constant annual rate of 
inflation from the date of the last published RPI of 
5%.

The nominal amount o u t s t a n d i n g  at e n d  of 
year  for each selected security is also shown. 
Details of issues at cash values and redemptions are 
shown in table 3.6.

Timeliness
Figures for the last Friday of the latest month are 

published in Financial St at i st i cs  about the end 
of the following month.
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Table 13.5
British government securities

The table shows gross redemption yields for 
five-, ten- and twenty-year maturities derived from a 
mathematical model, and also the net price  and<
gross flat  y ? e / d  for 2.5% Consols.

Method of calculation
The calculation of gross r e d e mp t i o n  yields 

was described in an article in the Sank of E n g l a n d  
Q u a r t e r l y  Bulletin.  December 1972. 
Modifications to the model which were described in
Bulletin articles in September 1973, June 1976 and 
June 1982 were introduced with effect from January 
1973, September 1976 and July 1982 respectively.
All dated stocks which are not index-linked are used 
in the calculation, except those:

(a) where the total market holdings are less 
than £250 million;

(b) which are convertible;
(c) which mature in less than one year.

Timeliness
Figures for the 

Financial Statist! 
following month.

latest month appear in 
about the end of the

Further references
Monday yields from two to twenty-five years 

maturity are made available to the stock market by 
the Bank of England on Tuesdays.

The Bank of E n g l a n d  Q u a r t e r l y  Bulletin 
shows the calculated gross redemption yields for 
Mondays and for the last working day of the month 
(and also the flat yield on 3.5% War Loan). An 
eleven-year run of figures is given in the Annual 
Abstract of Statistics,  table 17.10 (1987
edition) and end-month yield figures are available 
(with some breaks in series) back to January 1945 in 
the Bank of E n gland Statistical Abstract. 
See also table 13.15 for quarterly averages of yields 
on twenty-year long dated British government 
securities and 3.5% War Loan.

Table 13.6
Certificates of tax deposit

For details of certificates of tax deposit 
to table 3.11.

notes

Table 13.7
Company security prices and yields

Financial Times Actuaries share
indices

The figures are taken from the Financial Times — 
Actuaries share indices which have been published 
daily in the Financial Times  since 26 November 
1962. Details of the constituents are available from 
the Financial Times, Bracken House, Cannon Street, 
London EC4 4BY and some notes on the computation 
of the indices are given in the booklet Guide to

Financial 7 imes S t a t is t i c s  published in 1987 by 
Financial Times Business Information Ltd. The prices 
taken are middle market prices at close of business. 
The base date for each constituent sub-sector is 
given in the Financial Times  every Saturday. 
Monthly and annual figures are arithmetic averages 
of those for working days.

O r d i n a r y  s h a re s . These indices are weighted 
arithmetic averages of the percentage price changes 
of the constituent shares since the base date; 
weights for each consituent are the total market 
values of the shares issued at the base date modified 
to maintain continuity when capital changes occur, 
for example through rights issues, or when 
constituents change, for example when companies 
disappear owing to takeovers or new companies 
become large enough to qualify for the indices.

The industrial share index of 500 shares
comprises three main sections

another
capital goods, a 

(made ud ofconsumer group, another group (made up 
chemicals, office equipment, shipping and transport, 
telephone networks and miscellaneous) and oils. To 
form the all-share index an index of ordinary shares 
of financial and property companies is combined with 
an index of investment trust company shares, mining 
finance houses, overseas trading companies and the 
industrial (500) share index. The table now 
incorporates a series for the FT-SE 100 share index 
which is based on the 100 largest UK registered 
companies. The composition of the industrial, 
all-share and FT-SE 100 indices varies from time to
time.

D i v i d e n d  yields  are the totals of the last 
year's dividends, up to the most recently declared, 
payable on the capital of constituents expressed as 
percentages of total market valuation.

Earnings yields.  Earnings, as calculated from 
the latest available reports and accounts and interim 
statements are expressed as percentages of total 
market valuation. From August 1965 earnings are 
taken as gross profit less  corporation tax and other 
charges and gross preference dividends; the yields 
given relate to earnings with corporation tax at 40% 
up to 5 December 1967, at 42.5% up to 7 May 1969, 
at 45% up to 29 November 1970, at 42.5% up to 
30 March 1971 and then at 40%. Previously, 
earnings were taken as net profit (gross profit less 
income tax, profits tax and other charges and net 
preference dividends) grossed up for income tax. The 
average of yields in the first week of August 1965, on 
the old basis was 10.83% compared with 8.43% on 
the new.

In anticipation of the new imputation system of 
corporation tax (effective on 6 April 1973), from 
February 1973 until April 1974, the earnings yield was 
calculated on the assumption of corporation tax at 
50% and full distribution of earnings. From April 1974 
corporation tax increased to 52% and from April 1985 
it decreased to 40% on which the calculation has 
since been based.

Preference stocks.  The prices used are 
middle market prices at close of business adjusted 
for accrued interest less  income tax at the standard 
rate. There are 20 component stocks and the price
index is 1/20th of the sum of the percentage changes

Yields are the arithmeticin prices of these stocks, 
averages of those calculated on each stock.

Debenture and loan stocks.  Up to 16 March 
1981 the index and yield for debenture and loan 
stocks were calculated from the price changes of

a

r
t

118



Foreign exchange rates, interest rates and security prices

>8’ by 
Prices
iiness 
’Pr is 
urday, 
'fages

9hted
anges
date,
'arltet
d i f i e d

)ccur,
when
anies
anies

hares 
ds, a 
3 of 
jport, 
■ To 
lares 
with 
ining 
i  the 
now 
ndex 
[ered 
itrial 
le to

l a s t  

a r e d ,  

d  a s

f r o m  

e r i m  

t o t a l  

a r e  

) t h e r  

i e l d s  

40% 
1969, 
p  t o  

usiy.
less

net
T h e

5, on 
>0 o n

T1 of
f r o m

IK at 
1974 
1985 
has

are
i s t e d

dard
price
ngc®
net'p

II
,  )

.1

•t
I

]
j
I

-1

1̂

t

I
\

S
• )

■1

fifteen stocks with an average term to maturity of 
about twenty years. The stocks were divided into 
three groups according to redemption date and the 
price factors and yields for the three groups were  
combined in a weighted average to provide a p r i c e  
index  and g ro ss  redempt ion y i e i d  appropriate to 
a stock of exactly twenty years duration. From 
17 March 1981 a rebased series has been published. 
Three separate redemption yields are now available 
for five, fifteen and tw enty-five years. The series 
shown in this table is the redemption yield on
tw enty-five year stocks.

Financial Times industrial ordinary 
(30 share) index

The index is geometric in construction. It is 
calculated and published by the F i nanci al Times 
at hourly intervals from 10am to 3pm with a closing 
index produced shortly after 5pm based on prices 
collected after the end of normal trading. Figures in 
the table are closing figures. The base date is 1 July 
1935, which equals 100. Constituents of the index 
are thirty market leaders, representing a 
cross-section of British industry. Dividend and 
earnings yield calculations are also geometric. (See
also notes above.)

Timeliness
Figures 

F i n a n c i a  1

for the latest month 
S t a t i s t i c s  about the

appear in 
end of the

following month

Further references
As mentioned above, FT-Actuaries share indices 

are published daily in the Fi n a nc i a l  Times.  The 
Sank of E n g l a n d  Q u a r t e r l y  B u l l e t i n  carries a 
small range of FT-Actuaries share prices indices and 
yields for last working days of the month and 
Mondays of each week, rather than averages. Longer 
runs of figures appear in the Annual Abst ra c t  of 
Statist  ICS, table 17.10, 1987 edition.

Table 13.8
Short-term money rates

Commercial bills: d i s c o u n t  m a r k e t  b u y i n g  
rates  —  p r i m e  bank b i l l s  (3 m o n t h s ) :  with 
effect from August 1981, the figures shown are those 
applicable to bank bills eligible for discount at the 
Bank of England.

Commercial bills: d i s c o u n t  market b u y i n g  
r a t e s  —  trade b i l l s  (3 m o n t h s ) :  the rate at 
which trade bills are discounted depends on their 
quality. The figures shown are market rates for bills 
of good average quality. Some trade bills are 
discounted at lower rates.

S e l e c t e d  r e t a i  I banks:  the data are rates set 
by Barclays Bank, Lloyds Bank, Midland Bank and 
National Westminster Bank. The deposit account 
rates are averages paid by the banks grossed up at 
the current rate of composite rate tax.

Timeliness
Short-term  money rates are widely published in 

the daily press. The figures for the last Friday in the 
latest month appear in F i n a n c i a l  S t a t i s t i c s
about the end of the following month.

A m i n i m u m  / e n d i n g  r a t e  of 12% was
announced on Monday 14 January 1985; however, it 
lapsed at close of business the same day. Since 
20 August 1981 MLR has not been published 
continuously.

Further references
Similar weekly series are published in the Bank 

of E n g l a n d  Q u a r t e r l y  B u l l e t i n  and monthly 
figures of selected short-term  money rates back to 
January 1945 are available in the Bank of E n g l a n d  
S t a t i s t i c a l  A b s t r a c t s .  Monthly average figures 
of selected money and bill rates for the latest eleven 
years appear in the Annual Abstract of 
St at i st i cs  table 1 7 .9  (1987). See also table 1 3 .1 5  

for average quarterly figures for selected retail banks 
base rate and deposit account (7 days notice) rate 
and the three-m onths inter-bank rate.

Table 13.9
National Savings Bank: rate of 
interest on investment account

The investment account was introduced on 20
The minimum deposit was raised to £5

The maximum permitted holding
June 1966. 
on 1 April 1985. 
has varied from time to time as follows:

Period

20 June 1966 -  30 July 1969 
1 July 1969 -  5 June 1974 
6 June 1974 -  25 July 1977 
26 July 1977 -  29 January 1981 
30 January 1981 -  3 May 1984 
5 May 1984 -  15 July 1986 
16 July 1986 to date

Maximum

£5,000
£ 10,000
Unlimited
£50,000
£ 200,000
£50,000
£ 100,000

Interest is credited to accounts once a year on 31 
December. Prior to 1 January 1984 interest was 
credited on balances held for a complete calendar 
month. From 1 January 1984 interest is payable on a
daily basis.

Table 13.10
Selected retail banks: base rates

The base rates of Barclays Bank, Lloyds Bank, 
Midland Bank and National Westminster Bank only 
are used to compile this table. Each of these has a 
single base rate, which may sometimes differ from  
those of the other banks. The rates of interest 
charged by the banks on much of their lending to 
customers are set at margins over their own base 
rates: the size of the margin depends on the. nature 
and status of the customer. A change in base rate 
normally signifies a marked change in the level of 
short-term  market rates; hence base rate is widely 
used as an indicator of the broad level of interest 
rates. However, some bank lending is at rates more
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119



lir

n f
lit

k  >1

III '!l

1̂

t

»«

1!

Foreign exchange rates, interest rates and security prices

closely related to money market rates which vary 
daily and some, for example to persons for house 
purchase, is at rates which vary less frequently than 
base rate. The only loans for which the banks charge 
uniform rates are those for ECGD-guaranteed exports 
and for domestic shipbuilding.

Timeliness
Changes in their base rates are announced 

individually by the banks and published in the 
financial press. Changes up to the beginning of the 
latest month are published in F i n a n c i a l  
St at i St ics  about the end of the month.

Further references
Base rates at dates of change are also given in 

the Annual Abstract of St at i st i cs. The table 
of UK short-term money rates in the Bank of 
E n g l a n d  Ouartenl y Bulletin  includes figures for 
base rate as on Fridays in recent months. Base rates 
for the last Fridays of months appear in the Bank of 
E n gland St at i st i cal Abstract N o . 2. Quarterly 
average rates are shown in table 13.15.

Table 13.11
Finance house base rate

instalment credit finance houses specialise in the 
provision of hire-purchase and other instalment 
credit for the purchase of consumer durables and in 
the finance of industrial equipment.

The base rate was first published by the Finance 
Houses Association on 1 September 1970 and is 
calculated monthly. The rate is calculated by 
averaging the weekly averages of the three-month 
inter-bank rate in the preceding eight weeks, and 
rounding to the nearest one half per cent above.

Timeliness
Changes in the base rate are announced by the 

Finance Houses Association and published in the 
press. The change takes effect on the first of the 
month and the new rate is normally published in
Financial S t a t is t i c s  about the end of the 
month.

Table 13.12
Building societies: rates of interest

In November 1984 The Building Societies 
Association ceased to advise rates of interest on 
shares and mortgages. The BSA rates were last 
published in the December 1985 issue. In subsequent 
issues average rates calculated by the Registry of 
Friendly Societies are published.

In general each building society has a range of 
share and mortgage accounts. As regards shares 
there is a basic or ordinary share account together 
with a number of other share accounts some of 
whose rates may be linked to the society's basic 
share rate by a stated differential. Similarly for 
mortgages there may be in addition to a basic 
mortgage rate other mortgage rates depending on 
the size of the advance, the nature or age of the 
property and the type of mortgage {eg repayment, 
endowment, etc) and which are usually linked to the

basic rate by a stated differential.
For both share and mortgage accounts therefore 

two rates are shown in table 13.12 : a b a s i c  rate 
and an a v e r a g e  rate.  Rates shown are derived from 
monthly returns to the Registry of Friendly Societies 
by calculating for each rate a weighted average of 
the individual rates {using month-end 
share/mortgage balances) of those societies which 
comprised the 20 largest at the beginning of the year.

At the beginning of 1984 those 20 societies 
accounted for some 87 percent of the total assets of 
all societies.

Rates shown reflect the position at the end of 
each month and being based on actual rates in force 
also reflect any timing differences that may exist 
between societies in their general implementations 
of new rates. When interest rates are changing it 
should be noted that for an individual society those 
for mortgages come into effect at varying dates, 
usually immediately for new accounts and at various 
dates afterwards for existing accounts depending on 
the terms of the mortgage and also on whether there 
is any intentional delay in implementation. Because 
of this the basic mortgage rate is taken as that 
applying to the majority of accounts within a society 
rather than that simply affecting new accounts, while 
actual rates in force are reflected in the average rate.

The rates have been calculated from January 
1984. No earlier data are available in these series.

Table 13.13
Public Works Loan Board: local
authority interest rates

This table shows rates forrates tor loans to local 
authorities from the Public Works Loan Board 
(PWLB). They are for fixed rate loans and apply to 
the annual quota of loans available to local 
authorities from the PWLB.
Rates are shown, for the operative date, for three 
types of loan:

(i) loans repayable by half-yearly equal 
instalments of principal with interest paid 
on the decreasing balance of the principal;

{ii) repayable by instalments of equal 
repayments of principal and interest 
combined;

{Hi) repayable at maturity.

They are each divided into periods of maturity. 
Figures are obtained from Treasury records.

Table 13.14
Other local authorities interest
rates

The table shows rates for the four main types of 
local authority borrowing instruments.

Deposits with local authorities  range 
mainly from two days to twelve months with a 
variety of option clauses. The series show the 
ranges over the day until May 1982 and mid-morning 
rates thereafter.

Negotiable bonds  have maturities at issue 
ranging from one year up to five years, the great 
majority being for just over one year. They are listed
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on the Stock Exchange.
Stock issues  by local authorities are made on 

their behalf by brokers and issuing houses generally 
through public offers. The stocks are listed in the 
gilt-edged section of the Stock Exchange and are 
transferable free of stamp duty. Provided they were 
acquired after 13 March 1984, local authority stocks 
are also exempt from capital gains tax when held for 
more than one year. The rate shown is an average 
of gross redemption yields on selected stocks.

M o r t g a g e s  are unquoted borrowing
instruments. The rates given are those for the 
beginning of the week following the last Friday in 
each period and are for mortgage business, generally 
in large amounts, transacted in London. Local 
authorities also issue unquoted bonds on similiar
terms.

Timeliness
Figures for the end of the last month 

published in Financial St at i st i cs  about the 
of the following month.

are
end

Further references
Weekly three-m onth deposit rates are shown in 

the Bank of E n g l a n d  Q u a r t e r l y  Bulletin.  The 
Bank of E n g l a n d  S t a t i s t i c a l  Abstract. 
N u m b e r s  1 and 2  contain a run of monthly figures 
for three-month deposits between 1956 and 1974.

Table 13.15 
Average money rates

The table shows average quarterly figures for 
certain money market rates and government stock

b a s e  rate  is the
yields.

S e l e c t e d  retail  b a n k s '  
average over working days. The data are rates for the 
four banks listed in the notes to table 13.10. Details 
of dates of changes are given in table 13.10.

S e l e c t e d  retai 1 banks' 7 d a y  d e p o s i t  rate 
is an average over working days grossed up at the
current rate of composite rate tax.

I n t e r - b a n k  rate (3  m onths) is the average of
working days.

B r i t i s h  g o v e r n m e n t  s e c u r i t i e s  2 0 - y e a r  
c a l c u l a t e d  g r o s s  r e d e m p t i o n  y i e l d  is 
calculated from the Bank of England model (see 
notes to table 13.5) and since the beginning of 1976 
the figures are the average of all calculations made
(every working day since January 1982).

3 . 5 %  W a r  Loan flat yield,  is calculated from
closing prices (mean bid and offer prices) and is the
average of working days.

Monthly figures appear in table 13.8 (Selected 
retail banks 7-day deposit rates and inter-bank  
rates), table 13.5 (calculated gross redemption yields) 
and table 13.4 (3.5% W ar Loan flat yield).
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Section 
Balance sheets

National and sector balance sheets, integrated 
with flows data, may be regarded as the final link in 
the chain of national income and expenditure 
accounts. It was only in 1975 that official work 
commenced on the production of a consistent set of 
balance sheets for all sectors of the United Kingdom 
economy. Full balance sheets for the years 1966 to 
1975 were produced by 1980 and summarised results 
were published in an article 'National and sector 
balance sheets for the United Kingdom' in the 
November 1980 issue of E c o n o m i c  Trends.

Financial balance sheets for all sectors are now 
updated annually and published in supplementary 
tables S5, S6 and S7 in the June issues of 
Financial Statistics.  Balance sheets for the 
personal sector, in greater detail and including 
estimates of sectoral holdings of tangible assets, 
including consumer durables, are published each 
February in table S2. Estimates of other domestic 
sectors' holdings of tangible assets are not updated 
regularly; annual figures from end 1975 to end 1986 
were given in Section 11 of U n i t e d  K i n g d o m  
National Accounts,  1987 edition.

Data on the sectoral holdings of certain financial 
assets and liabilities have been available for many 
years. Related statistics of levels and flows, based on 
quarterly and annual returns, particularly from 
financial institutions, were developed following the 
publication in 1959 of the Report of the 
Committee on the W o r k i n g  of the M o n e t a r y  
System  (the Radcliffe Committee). A wide range of 
regular statistics concerning amounts of financial 
assets and liabilities outstanding along with 
transactions data are now published monthly in 
Financial Statistics.  The specific series, with 
their frequency and form of analysis, are as follows.

Section 3 — Central government.
Treasury bills and tax instruments: quarterly 
levels and flows by holding sector. 
National savings: quarterly levels and flows 
by type of instrument.

Section 4 — Local authorities.
Total borrowing and longer-term debt: 
annual levels and quarterly flows by type of 
debt and, for non-marketable debt, by 
holding sector. Temporary debt and 
investments: quarterly levels and flows by 
type of debt and sector.

Section 6 — Monetary sector.
Liabilities and assets of the whole sector: 
quarterly levels and flows with deposits and 
loans outstanding analysed by sector and 
between amounts in sterling and in other 
currencies. Loans, advances and 
acceptances to UK residents: quarterly 
levels and flows by industrial classification.

Section 7 — Other financial institutions.
Annual levels and quarterly flows for the 
assets and liabilities of the following 
institutional groups: non-monetary sector 
credit companies, building societies, 
property unit trusts, unit trusts, investment 
trusts, insurance companies and pension 
funds.

Section 9 — Personal sector.
Consumer credit, loans for house purchase 
and borrowing from the monetary sector: 
annual levels and quarterly flows; consumer 
credit and loans for house purchase 
analysed by type of lending institution.

Section 10 — Overseas sector.
Official reserves: quarterly levels and flows,
(the levels being analysed by type of 
asset). UK position with IMF: monthly 
levels and flows, flows analysed by type of 
transaction.

Section 11 — Money stock.
Calendar quarter and monthly levels and 
flows for the various monetary aggregates. 
Detailed tables show analyses of the main 
aggregates by type of instrument.

There are also monthly tables in Financial 
S t a t i s t i c s  which exclusively show outstanding 
amounts of certain assets and liabilities. Table 8.6 
gives the results of a quarterly survey of the liquidity 
of large industrial and commercial companies, with 
analyses of their outstanding current assets and 
liabilities. Estimates of quarterly amounts 
outstanding of selected liquid assets of all industrial 
and commercial companies and of the personal 
sector are given in tables 8.4 and 9.5 respectively. 
Quarterly figures of external liabilities and claims are 
shown in tables 10.4 and 10.5.

It should be noted that the statistics of 
outstanding assets and liabilities referred to above 
may not necessarily be in line with the concepts and 
definitions of sector balance sheets. For example, 
some of the above series are at book value rather 
than at market prices. Data collected from both the 
asset-holding and liability-holding institutions may 
well differ (e.g. pension funds' holdings of unit trust 
units); in the sector balance sheets, these differences 
must be eliminated. Descriptions of series may not 
be consistent with the coverage of similar items in 
the balance sheet statistics; for example, in table 6.1, 
monetary sector 'lending' includes investments in 
government stock and company securities which are 
shown separately in the sector balance sheets.

Quality of data: all sectors
The following notes describe in general terms the 

quality of the statistics of financial assets and 
liabilities outstanding published in Financial 
St at i st i cs. Further information on the quality of 
particular data is given in preceding chapters.

As with transactions figures in the national 
accounts (see page 18), the quality of the balance 
sheet data for financial instruments varies 
considerably between one instrument and another 
and, for particular instruments, between the various 
sectors issuing or holding the instrument. Data for 
sectors covered by regular returns of levels and/or 
flows is generally more reliable than that for sectors 
which are not covered by comprehensive returns, 
such as the industrial and commercial companies and 
personal sectors. Where, however, a 
non-marketable instrument is held predominantly by 
a single sector, such as personal holdings of national 
savings, a reliable figure for the holding sector can
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Financial assets

Monetary gold, convertible currencies 
SDRs and net position in IMF.........

Notes and coin ...................................
Deposits with UK banks:

sterling ..............................................
foreign currencies ............................

National savings deposits and i
Building society shares and deposits ..............
Building society wholesale instruments ..........
Deposits with other financial institutions
Local authority temporary debt .........................
Tax instruments ..................................................
Government liability to trustee

savings banks...................................................
British Gas Corporation deposits

with the Government .......................................
Other central government non-marketable debt
Funds lodged in courts.......................................
Treasury bills ......................................................
Other bills and short-term Instruments...........
British government and

government-guaranteed securities.................
Local authority listed securities

and negotiable bonds .....................................
Public dividend capital ......................................
Other public corporation securities...................
UK debenture and loan stock............................
UK ordinary and preference shares...................
Unit trust and property unit trust units 
Retail co-operative societies: members' funds 
Overseas government and company securities 
British government foreign currency bonds 
Overseas direct investment (including

loans to subsidiaries) ......................................
Transnational property holdings .......................
UK bank lending:

sterling ............................................................
foreign currencies ............................................

Loans and advances by credit companies
and retailers .....................................................

Government net indebtedness to Banking
Department ......................................................

Government lending to public corporations ■■■
Long-term loans to local authorities ...............
Refinanced shipbuilding credit .........................
Loans for house purchase ................................
Other public sector loans to private sector....
Public sector transferred debt..........................
Overseas loans to and from public sector .....
Refinanced export credit ..................................
Other loans ........................................................
Trade credit, advances etc.................................
Equity in insurance and pension funds ..........
Accrued taxes, interest etc ..............................

* Indicates data of poor quality 
O Indicates data of superior quality

be obtained from the records of the Issuing sector. 
Issuing sectors can also often provide fairly reliable 
sectoral analyses of outstanding loans, but they 
cannot supply regular information on sectoral 
holdings of marketable instruments.

Of the sectors covered by quarterly returns, only 
the monetary sector supplies complete balance sheet 
information on a quarterly basis. The quarterly 
returns from public corporations, local authorities 
and other financial institutions only collect levels 
information for short-term instruments (less than 
one year from issue to maturity). For long-term  
instruments, the only quarterly figures are for

transactions, but figures for end year levels of assets 
and liabilities are collected for the financial 
institutions. The quality of the balance sheet figures 
for end March, June and September, which have to 
be estimated by extrapolation or interpolation, tends 
to be poorer than that of the end year data. This is 
especially so for marketable instruments where price 
changes as well as flows have to be taken into 
account in estimating end-quarter levels.

The list on this page and the next page shows by 
means of asterisks those instruments (in the detail 
given in tables S6 and S7) where the quality of the 
published figures is thought to be poor (equivalent to
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Central
govern

ment

Local
authorities

Public
corpor
ations

Monetary
sector

Other
financial

insti
tutions

Industrial
and

commer
cial

companies

Personal
sector

Overseas

\  .

Financial liabilities

Monetary gold, convertible currencies,
SDRs and net position in IMF........................

Notes and coin ..................................................
Deposits with UK banks:

sterling ............................................................
foreign currencies ...........................................

National savings deposits and investments ....
Building society shares and deposits ..............
Building society wholesale instruments ..........
Deposits with other financial institutions .......
Local authority temporary debt ........................
Tax instruments .................................................
Government liability to trustee

savings banks..................................................
British Gas Corporation deposits

with the Government ......................................
Other central government non-marketable debt
Funds lodged in courts......................................
Treasury bills .....................................................
Other bills and short-term instruments...........
British government and

government-guaranteed securities................
Local authority listed securities

and negotiable bonds .....................................
Public dividend capital ......................................
Other public corporation securities..................
UK debenture and loan stock...........................
UK ordinary and preference shares..................
Unit trust and property unit trust units ...........
Retail co-operative societies: members' funds 
Overseas government and company securities
British government foreign currency bonds.....
Overseas direct investment including

loans to subsidiaries) .....................................
Transnational property holdings ......................
UK bank lending:

sterling ............................................................
foreign currencies ...........................................

Loans and advances by credit companies
and retailers ....................................................

Government net indebtedness to Banking
Department .....................................................

Government lending to public corporations ....
Long-term loans to focal authorities ...............
Refinanced shipbuilding credit .........................
Loans for house purchase .................................
Other public sector loans to private sector.....
Public sector transferred debt ..........................
Overseas loans to and from public sector ......
Refinanced export credit ...................................
Other loans .................................................. ......
Trade credit, advances etc.................................
Equity in insurance and pension funds ...........
Accrued taxes. Interest etc ..............................

O

*  Indicates data of poor quality 
O Indicates data of superior quality

a D grading for transactions in the table on page 
18|. Those series of poor quality in the section 14 
tables and other tables showing holdings of financial 
instrunnents such as 8.4 and 9.5 can also be 
identified fronrt the information in the list.

Tables 14.1 to 14.4
Financial assets and liabilities of
the non-bank private sector

These tables cover the non-monetary financial 
institutions, industrial and commercial companies, 
and personal sectors; also the assets and liabilities of 
these three sectors as a whole i.e. the non-bank 
private sector (consolidated). These are the only 
sectors for which quarterly comprehensive financial 
balance sheets are so far published. These series 
were introduced in a supplementary table in the



Balance sheets

I

August 1981 issue of Fi n a nc i a l  Stat i st ics  which 
included quarterly data from end-1966 to end-1980. 
Annual figures had been published as an appendix to 
an article entitled 'Financial wealth of the non-bank 
private sector' in the July 1981 issue of E c o n o m i c  
Trends.  Since then, changes have been made to 
some of the asset and liability groups shown in the 
tables {quarterly supplementary table S I 5 until 
end-1984); a list defining the coverage of each of the 
present groups can be obtained from the Central 
Statistical Office. Updated figures for each quarter 
from end-1975 are available on the CSO databank.

Consolidation
Table 14.1 presents the financial assets and 

liabilities of the non-bank private sector on a 
consolidated basis. This means that claims between 
institutions or persons within the sector are excluded 
from the published figures. In other words, the table 
only covers claims between the constitutent parts of 
the non-bank private sector and institutions in other 
sectors, i.e. the monetary sector, public sectors or 
overseas. A description of the process of 
consolidation is given in appendix 2 of the July 1981 
article In E c o n o m i c  Trends.

Changes in sector coverage
From 1 January 1981, the National Savings Bank 

investment account was reclassified from the other 
financial institutions (OFI) sector to the central 
government sector. Up to that date balances, which

amounted to £1,871 million at end-1980, were 
included under s a v i n g s  b a n k  deposi t s . appearing 
as personal sector assets and OFI sector liabilities. 
Thereafter, amounts outstanding are included in the 
national savings figures, as assets of the personal 
sector and non-bank private sector (NBPS).

At the beginning of 1982, Trustee savings banks 
and some other deposit-taking institutions balances 
were transferred from the OFI sector to the monetary 
sector. As a result, from the end of the first quarter 
of 1982, their assets and liabilities are excluded from  
the OFI table. The effect of this is that these 
institutions* claims on and liabilities to bodies outside 
the NBPS are now excluded from the consolidated 
NBPS figures whereas their claims on and liabilities 
to NBPS bodies are now included in the consolidated 
NBPS figures. Thus the series TSB b a l a n c e s  w i t h  
the Nati on a l  D e b t  O f f i c e  is discontinued, and 
bank lending  and b a n k  loans for h o u s e  
p u r c h a s e  now include TSB loans.

O v e r s e a s  asset s and I iabiIi t ies  (NBPS and 
industrial and commercial companies sector): from  
the beginning of 1983, estimates are no longer 
available for certain components of these items and, 
after that date, the values of these components are 
included indistinguishably in domestic trade and 
other credit. The end-1982 values of these 
components were: overseas assets £4,742 million; 
overseas liabilities £4,340 million.
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Annex
Supplementary tables

A list of supplementary tables and expected 
publication dates for the forthcoming year is to be 
found on the inside of the back cover of F i n a n c i a l  
S t a t i s t i c s .  It may not always be possible to
achieve the expected publication date.

To distinguish them from the regular monthly
tables, supplementary tables have the prefix S.

SI Debt of the public sector:
nominal amount outstanding

these statistics was
Annually: February

An article describing 
published in E c o n o m i c  T r e n d s ,  May 1977.

N a t i o n a l  d e b t  comprises the total liabilities of 
the National Loans Fund, full details of which are

each vear in C o n s o l  i d a t e d  F u n d  a n dgiven eacn year m
N a t i o n a l  L o a n s  F u n d  A c c o u n t s : S u p p l e m e n t a r y  
S tatem ents , section 3. An annual article, analysing 
the national debt by instrument and holder, appears 
in the B a n k  o f  E n g l a n d  Q u a r t e r  1 y  B u l l e t i n .  
The November 1987 issue article gave details of the 
distribution of national debt at end-March 1987.

F o r e i g n  c u r r e n c y  d e b t  for each sub-sector is 
valued at middle closing spot exchange rates on the 
last working day of March of each year. Much of the 
foreign currency debt of local authorities and public 
corporations has been contracted through the 
exchange cover scheme under which the Treasury 
guarantees the debt against depreciation of sterling 
vis-a-vis the currency in which the debt is 
denominated. Thus the market exchange rate 
valuation used will overstate the liability of these 
authorities when sterling depreciates, but not the 
liability of the public sector as a whole.

O f f i c i a l  h o l d i n g s  include marketable 
securities. Treasury bills, ways and means advances, 
terminable annuities (until 1979), other debt to the 
Bank of England, and from 1982, non-marketable 
stocks issued to the National Debt Commissioners.

T r u s t e e s a v i n g s  b a n k s :  o r d i n a r y
d e p a r t m e n t s  include current accounts (as part of 
national savings) until 20 November 1976 and 
savings accounts until 20 November 1979. Thereafter 
the government's outstanding liabilities in respect of 
these deposits are shown in the table as F u n d  f o r  
t h e  B a n k s  f o r  S a v  i n g s ' l i a b i l i t y  t o  T r u s t e e  
s a v  i n g s  b a n k s  .

A c c r u e d  i n t e r e s t ,  e t c .  o n  n a t i o n a l  
s a v i n g s  includes accrued interest, index-linking and 
bonus as applicable for national savings certificates 
and SAVE contracts and, from 1981, National Savings 
Bank investment accounts.

N o t e s  a n d  c o i n  in c i r c u l a t i o n  exclude 
holdings by the Bank of England, which are included 
in n e t  i n d e b t e d n e s s  of t h e  c e n t r a l
g o v e r n m e n t  t o  t h e  B a n k  o f  E n g l a n d  b a n k i n g  
d e p a r t m e n t .

O t h e r  s t o c k s  i s s u e d  b y  g o v e r n m e n t  f u n d s :  
details are given in section 4 of the S u p p l  e m e n t  a r y  
S t a t e m e n t s  for each year.

C o n s o l i d a t e d  f u n d  l i a b i l i t y  to P o s t  
O f f i c e  S u p e r a n n u a t  i o n  Fund.  The fund's actual 
liability to the Post Office Superannuation Fund was 
to make quarterly payments partly to meet interest at 
2.5% on the nominal debt deemed to be held in the 
form of consols. The amount of this nominal 
reduction therefore depended upon the price of

consols at the time of payment.
G o v e r n m e n t - g u a r a n t e e d  s t o c k s  o f  n a t i o n 

a l i s e d  i n d u s t r i e s .  Although these stocks are 
liabilities of public corporations they cannot be 
distinguished from British government securities in 
the sector analysis of holdings.

D o m e s t i c  p r i v a t e  s e c t o r  holdings are 
obtained by residual and contain some unidentified 
holdings by public sector bodies.

C o n t i n g e n t  l i a b i l i t i e s  o f  c e n t r a l  
g o v e r n m e n t  are shown only where data are readily 
available and exclude guarantees of loans to the 
public sector. Further details are given in section 4 of 
S u p p l  e m e n t  a r y  S t a t e m e n t s  for each year.

The components of this table are of reliable 
quality.

Figures are also now published for the net debt of 
the public sector, ie the gross debt l e s s  public 
sector liquid assets. The series was introduced in 
the March 1986 issue of the B a n k  o f  E n g l a n d  
Q u a r t e r l y  B u l l e t i n ;  annual data from end-March 
1980 to 1987 was given in the February 1988 issue.

S2 Balance sheets of the personal
sector
Annually: February

This table updates, with some changes in detail, 
the corresponding table published in 'Personal sector 
balance sheets and current developments in Inland 
Revenue estimates of personal wealth'. S t u d i e s  in 
O f f i c i a l  S t a t i s t i c s ,  No. 3 5  (HMSO). The 
estimates are prepared with considerable help from 
the Bank of England and other departments, which is 
gratefully acknowledged.

Balance sheets for all sectors from 1957 to 1978 
were published in E c o n o m i c  T r e n d s  in the 
November 1980 issue; 1975 was used as a detailed 
benchmark for all sectors. Summary balance sheets 
for end-years 1975 to 1986 were published in 
U n i t e d  K i n g d o m  N a t i o n a l  A c c o u n t s ,  1987 
edition. Updated financial balance sheets covering 
the whole economy now appear annually as 
supplementary tables S5 to S7 in the June issue of 
F i n a n c i a l  S t a t i s t i c s .  Quarterly estimates of 
personal sector financial assets and liabilities, for 
broad groups, are published in table 14.4.

Total consumer credit is not separately 
distinguished in this table but the amount of credit 
outstanding at the end of recent years is shown in
table 9.3.

At end-1975, Trustee savings bank deposits in 
ordinary departments were included in, and deposits 
in special investment departments were excluded 
from, national savings. From November 1976, 
current accounts were excluded from national 
savings, and In November 1979 savings accounts 
were excluded.

B a n k  i n v e s t m e n tS a v i n g s
included in national savings from

N a t i  o n a l  
a c c o u n t s  are 
January 1981.

B a n k  l o a n s  a n d  a d v a n c e s  includes commercial 
bills issued by the personal sector and held by the 
monetary sector. This series excludes loans for 
house purchase, which are shown separately.

Several series, as indicated on the table, are 
affected by the transfer of Trustee savings banks and 
other deposit-taking institutions from the other
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financial institutions sector to the new monetary
sector at the beginning at 1982.

In accordance w ith international
recommendations, personal sector holdings of 
consumer durables have now been excluded from the 
wealth of the sector but are shown as a
memorandum item at the bottom of the table.

For notes on the quality of the financial assets
and liabilities data, see the notes on quality in 
Section 14.

53 Annual financial accounts matrix
Annually: July

The table shows an analysis by sector and by 
type of asset of the latest year's financial 
transactions in the same format as in table 1.1. For 
description of categories etc., see notes commencing 
on page 14 of Section 1.

54 National debt: nominal amount 
outstanding
Annually: June

The figures included here represent the total 
nominal liabilities of the National Loans Fund 
calculated as outstanding at 31 March each year, 
analysed by instrument and maturity. The table 
shows details for the most recently completed 
financial year, where the figures are provisional, and 
for the three previous financial years. Fuller details 
are given in Consol idstod F u n d  snd Nstional 
Loans F u n d  Accounts: SuppJ ement ary
S t a t e m e n t s  (normally published annually in 
December). These figures are included in 
supplementary table S I and the Bank of E n g l a n d  
Q u a r t e r l y  B u l l e t i n  for December also contains 
an article on the distribution of the national debt.

The sterling valuation of debt payable in external 
currencies has been made at the following rates:

US $ Can S
1984 1.4430 1.8420
1985 1.2300 1.6347
1988 1 4780 2.0648
1987 1.6042 2.0988

Dm
3.7425

S Fr
3.n

Yen
324.50

I r

S5 to S7 Sectoral distribution of 
financial assets and liabilities
Annually: June

These tables update the information on the 
financial assets and liabilities of each sector of the 
economy which was published in an article on 
national and sector balance sheets for the United 
Kingdom in the November 1980 issue of E c o n o m i c  
T rends.

Definitions and methodology are given in Annex 2 
of the above article; further information on sources 
and methods can be obtained from the article 
F i nanci al wealth of the  non-bank p r i v a t e  
sector  in the July 1981 issue of E c o n o m i c  Trends.

In accordance with international recom
mendations for sector balance sheets, the data are, 
as far as possible, at market values. The figures of 
public sector liabilities are therefore not directly 
comparable with those of p u b l i c  s e c t o r  debt  in 
supplementary table S I, which are at nominal values.

The quality of the latest years' data for certain

assets and liabilities is inferior to that of earlier 
years. For general notes on the quality of the data, 
see the notes on quality in Section 14. Efforts are 
being made to improve some of the series as 
resources permit.

The figures for UK c o m p a n y  s e c u r i t i e s  take 
into account the Stock Exchange's survey of share 
ownership at the end of 1981. For the industrial and 
commercial companies sector, results of the 
Department of Trade and Industry's annual analysis 
of company accounts, published in B u s i n e s s  
M o n i t o r  MAS.  have been taken into account for
items such as trade credit.

It should be borne in mind, when comparing the
levels for a sector at the end of one year and the 
next, that the change in value is due to net 
transactions by the sector, price changes where 
applicable, any reclassifications of bodies between 
one sector and another, e.g. on nationalisation or 
privatisation, and any redefinition of the sector 
boundary in the year. The general methods and 
problems of reconciling changes in levels with flows 
data are discussed in an article The 
r e c o n c i l i a t i o n  of p e r s o n a l  s e c t o r  
t r a nsact i ons and w e a l t h  in the June 1983 issue 
of E c o n o m i c  Trends.

Summary national and sector balance sheets for 
end years 1975 to 1986 were published in U n i t e d  
Ki n g d o m  Nat i onal A c c o u n t s  1987 Edition. These 
included estimates of physical assets held by each 
sector and the nation as a whole. A description of 
the balance sheets to 1985 is given in the May 1987 
issue of E c o n o m i c  Trends;  in particular, a detailed 
description of the sources and methods used to 
compile the estimates of physical assets is given in
the article.

S5
This table shows the aggregates of financial 

assets and liabilities held by each sector and the 
resulting net financial worth of the sectors. As 
holdings of financial assets and liabilities are valued 
on the same basis, the sum of all sectors' assets

sectors' liabilities and the netequals the sum of a 
financial worth of all sectors (including net external
holdings) adds to zero.

S6
This table shows, in matrix form, the sectora 

distribution of the various categories of financial 
assets at the end of a recent calendar year.

S7 A to K
These tables show, for each sector, the levels of 

financial assets and liabilities held at end-year over a 
period of eight years.

The non-bank private sector (comprising other 
financial institutions, industrial and commercial 
companies and the personal sector) is also shown as 
a whole, the data being presented in tw o forms. 
Firstly, figures are given of the sums of the values of 
the three component sectors i.e. on an un
consolidated basis. Secondly, the figures are given 
with claims between asset holders and liability
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holders within the non-bank private sector excluded, 
i.e. on a consolidated basis. The latter basis is also 
used in the quarterly table 14.1, though the asset 
groups differ in content.

The tables for the three public sectors (central 
government, local authorities and public 
corporations) are followed by a table for the public 
sector as a whole, also on a consolidated basis.

Public sector outstanding assets and liabilities can 
thus be compared with transactions data given in 
tables 1.6, 2.5 and 2.6, which are also consolidated.

Estimates for end years 1975 to 1986 have been 
published in Section 11 of the United K i ngdom 
National Accounts, 1987 E d ition (the Blue 
Book).  It should be noted that data for the 
overseas sector corresponding to Table S7K is 
presented in Table 11.1 of the Blue Book  in a 
different form, thus the financial assets of the
overseas sector appear as external liabilities of the 
United Kingdom.

Future plans
Publication of a full description of sources and 

methods used in balance sheet work is intended.
Other projects include further work on reconciling 
flows and levels and production of quarterly figures 
for other sectors in addition to the existing series for 
the non-bank private sector.

S8 Finance lessors' capital
expenditure on assets for leasing
out
Annually: September

This table shows the results of a survey 
described in an article published in the November 
1987 issue of the Bank of E n g l a n d  Quarter 1 y 
Bui let i n.

The statistics measure capital expenditure 
on assets purchased for leasing out by monetary 
sector institutions, by finance houses outside the 
monetary sector, and by specialist finance leasing 
subsidiaries (or associates) of these institutions and 
of other companies. The figures exclude expenditure 
by companies primarily engaged in operating leasing, 
as well as TV rental and the leasing of building 
acquisitions by property companies (classified to 
business services, etc.), and hiring of contractor's 
plant and scaffolding (construction).

U n i d e n t i f i e d  includes mainly finance leasing 
for which information about lessees has not been 
reported, estimated expenditure by non-reporting 
lessors, and a small amount of other forms of leasing 
carried out by the reporting institutions. Until the 
end of 1982 it also included all leasing expenditure 
reported by monetary institutions; with effect from 
the start of 1983, such expenditure has been 
analysed by lessee and is included in the appropriate 
columns.

V e h i c l e s  includes ships.
O t h e r  i n d u s t  ri e s  includes leasing of ships and 

aircraft to overseas residents.
The series in this table are, generally, of reliable 

quality.

S9 Reconciliation of the financial
accounts and the balance of
payments accounts
Annually: October

The table, which is shown in a matrix-style 
presentation, shows for the latest year how the 
figures in the financial accounts relate to those in the 
balance of payments accounts. The financial 
accounts, as shown in table 1.11, analyse financial 
transactions with the overseas sector by category of 
instrument. A different classification is adopted for 
the balance of payments acounts which are required 
to identify and record transactions between residents 
of the United Kingdom and overseas residents in a 
way which is suitable for analysing the economic 
relationship between the UK economy and the rest of 
the world. Some of the data for the financial 
accounts are not obtained directly from the balance 
of payments accounts but are derived from 
government accounts and financial institutions.

The columns in this reconciliation are based on 
the headings shown in table 1.11 of Financial 
Stat i S t  ics  or table 10.14 of United Kingdom 
National Accounts:  rows are based on 
tables 10.1, and 10.2 of F i nanci al St at i st i cs  or 
tables 1.1 and 8.1 of U n i t e d  K i ngdom Balance of 
Payments.  The numbering of the columns follows 
that of the financial accounts, i.e. line numbers in 
table 1.1. The entries in the first row of the matrix 
are the sum of the relevant column items and those 
in the first column are the sum of the relevant line
items. Financial surplus or deficit  equals, 
apart from the change in sign, the current balance in 
the balance of payments accounts plus  (in earlier 
years) capita) transfers. The sign for the current 
balance in row 1 has therefore been reversed from 
that shown in table 10.1.

S10 Local authority loan debt:
residual maturity analysis
Annually: March

The figures shown in these tables are based 
mainly on returns of outstanding debt made by local 
authorities to the Chartered Institute of Public 
Finance and Accountancy (CIPFA).

Local authorities are asked to provide a maturity 
analysis only of their market borrowing. The Public 
Works Loan Board provide an analysis of their loans 
outstanding with local authorities and the results 
from the two sources are combined to provide an 
analysis of total local authority loan debt. All 
instalment debt, (including annuity loans) is classified 
by repayment dates instead of final instalment 
dates. The table shows a four year time series 
summary at national and UK level.

S11 Pension funds: analysis of
assets and liabilities by size of
fund
Annually: November, December

This table shows an analysis of the assets and 
liabilities of pension funds according to their size. 
The figures are a further breakdown of the holdings 
figures in table. 7.15 and the notes to that table give
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details of coverage and methods of compilation.
The size bands given in the table are for total

financial assets less  liabilities (at market values). 
The bands relate to the sizes of funds which 
pertained at 31 March 1979 for local authority funds, 
and at 31 December 1978 for other public sector and 
for private sector funds. The number of funds in 
each size band is the number of companies etc. 
identified as having funds, although many have more 
than one. For private sector funds the number in the 
smallest size band is an estimate. Funds where the 
parent company has been privatised are included in 
the private sector from the year in which 
privatisation took place, if that occured by the end of 
September, or from the following year if privatisation 
was in October or later. The number of funds are 
changed accordingly.

S h o r t - t e r m  assets (net)  includes both 
long-term borrowing and short-term  borrowing as
negative items.

UK c o m p a n y  s e c u r i t i e s  includes units of 
authorised unit trusts.

Other  i nve s t ment s  includes loans and 
mortgages.

The second part of the table shows the number 
of funds within each size band for each of the latest 
six years. In this part the size is shown at 31 March 
of each year for local authority funds or 
31 December of each year for other public sector 
funds. For private sector funds the analysis is only 
available for 31 December 1978.

S I2 Treasury analysis of public 
expenditure
Annually: November

The table covers the past five years using the 
definitions and classifications of the latest public 
expenditure White Paper [The G o v e r n m e n t ' s  
E x p e n d i t u r e  PJans). The Treasury figures for a 
years are in effect estimates of what expenditure 
would have been if definitions and classifications, 
including the allocation of functions to spending 
authorities, had been the same as in the current year.

The public expenditure planning total comprises 
the spending of central government and local 
authorities (excluding transactions between them), 
together with the net market and overseas borrowing 
by nationalised industries and most other public 
corporations. For certain public corporations the 
planning total includes their capital expenditure but 
excludes government grants and lending to them. 
The public expenditure treatment of individual public 
corporations is discussed in volume 1 chapter 4 of 
the 1988 White Paper. Central government and local 
authority finance to nationalised industries and other 
public corporations, together with their market and 
overseas borrowing is included in p u b l i c  
corporations.  Privatisation proceeds count as 
negative expenditure in the planning total. 
Differences in the coverage of the planning total and 
general government expenditure are detailed in the 
notes to table 2.4 and in volume 1 chapter 6 of the 
1988 White Paper Tha final line of table S12 gives 
the estimate of the planning total based on national 
account figures and is derived using the adjustments

in table 2.4. The 'Adjustment' line of table S12 
shows the residual difference between the public 
expenditure planning total as measured by national 
accounts and Treasury sources.

S I 3 Public sector accounts by 
subsector
Twice yearly: June and November

This table is primarily intended to show the 
outturn figure corresponding to the estimated outturn 
in table 6.7 of the F i n a n c i a l  S t a t e m e n t  a n d  
B u d g e t  R e p o r t  (FSBR). It is normally intended to 
be published twice yearly, first in June with the first 
estimates of outturn for the financial year and 
second in November to take on revisions arising in 
the UK N a t i o n a l  A c c o u n t s  —  'Blue Book'. Time 
series relating to figures in the final (public sector) 
column appear monthly in table 2,7. The layout of 
both tables will change with changes to the FSBR 
table. The following description applies to the table 
appearing in the November 1987 Fi n a nc i a l
St at i st i cs.

The sign convention of this table is that sector 
receipts are shown positive and sector payments 
negative. Following from this most of the 
components of the first four columns can be seen in 
the first three tables of Sections 3, 4 and 5, and 
tables 2.1, 2.2 and 2.5. The exceptions are as
follows.

i n t e r e s t  and di v idends w i t h i n  the p u b  1 ic 
s e c t o r  are separated from other interest flows and 
are shown net on the receipts side of the account. 
Payments by public corporations to general 
government are shown separately in table 5.1, but 
others are not identified.

C u r r e n t  a n d  capital g r a n t s  and net 
l e n d i n g  w i t h i n  the the publ ic s e c t o r  are also
separated out, and shown as net flows.

Capital g r a n t s  w i t h i n  the p u b l i c  s e c t o r  
includes transfers from public corporations shown as 
m ; s c e / / a n e o u s  c a pital r e c e i p t s  (ADCB) in 
table 4.2, and included in capital t r a n s f e r s  to 
o t h e r  s e c t o r s  (ADSG) in table 5.2.

L e n d i n g  w i t h i n  the p u b l i c  s e c t o r  includes
PDC advances by central government to public
corporations.

Mi see 11aneous f i n a n c i a  1 t r a n s a e t i o n s
comprises the balancing items (with the opposite 
sign to that in Sections 2 to S) pi us  ACJS (table 3.3) 
p l u s  ADGK (table 4.3) less  ADEE (table 4.3) plus 
ADTC less  ADTK less  ADTL (all from table 5.3).

C o n t  ri b u t  i o n s  t o  p u b l i c  s e c t o r  b o r r o w i n g  
r e p u i r e m e n t  are explained in more detail in the
footnotes to table 2.5.

S I 4 Personal sector: committed 
and discretionary saving
Annually: October

These tables update the figures given in the 
article on C o m m i t t e d  a n d  di scret i o n a r y  saving  
in E c o n o m i c  Trends,  November 1981, with 
information consistent with the latest edition of 
Uni ted Ki n g d o m  Nat i ona 1 Accounts.

Saving is defined in the national accounts as the 
balance of current income and expenditure. The 
analysis shows how the saving balance is accounted 
for by transactions on capital and financial accounts
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and how the latter nnay be divided into committed 
and discretionary transactions.

The analysis aims to define committed
transactions as those which are regular and which 
result from an initial decision. Regular savings 
schemes tend to be of this kind, as do regular 
repayments of borrowing. The analysis aims to 
define discretionary transactions as those which do 
not involve a commitment to follow an initial 
decision with further instalments. New borrowing, 
for example, is discretionary as is depositing in bank 
current accounts. The exact line between committed 
and discretionary transactions is somewhat arbitrary 
and the picture is further complicated because it is 
not always possible, with the available data, to make 
the division according to the preferred definitions.

Committed items
Net saving through life asssurance and 

superannuation schemes excludes single 
premiums for individual life policies and associated 
administrative costs.

Repayments of borrowing for house 
purchase comprises regular payments of building 
society loans and all repayments of local authority 
loans and insurance company loans.

Discretionary items
Single premiums for individual life 

pol i d e s  is net of associated administrative costs.
Securities comprises overseas and company 

securities, British government securities, unit trust 
units, local authority longer-term debt, other public 
sector debt and other identified assets.

Liquid assets comprises notes and coin, bank 
deposits, national savings and deposits with building
societies excluding those defined as committed 
saving.

Borrowing for house purchase comprises 
gross borrowing from building societies, insurance 
companies and local authorities, redemptions and 
other lump sum payments to building societies and 
net borrowing from other institutions.

Other borrowing comprises gross borrowing 
from retailers and finance houses, net borrowing
from banks and other institutions, and other 
liabilities.

S21 Save as you earn
Quarterly: January, April, July, November

This table brings together the quarterly statistics 
for the save-as-you-earn (SAVE) schemes operated 
by the building societies, the Department for National 
Savings and Trustee savings banks. Details are 
given of numbers of accounts opened and closed and 
the numbers outstanding and the value of
contributions, withdrawals and the balance 
outstanding.

S23 Public expenditure, revenue 
and borrowing
Annually: November

This is a summary table showing public 
expenditure, revenue and borrowing consistent with 
the data included in sections 2 to 5. The 
presentation of this table follows that shown in

tables 2.4, 2.5 and 2.6 of chapter 2 of the F i nanc i a 1 
Statement and Budget Report 1987-1988, This 
table enables the forecast for the financial year to be 
compared with the outturns.

S24 Finances of the public sector
Annually: November

The presentation of this table follows that shown 
in table 1.2 of chapter 1 of the Financial 
Statement and Budget Report ( FSBR It
summarises the receipts and expenditure of the 
public sector and enables the forecast for the 
financial year to be compared with the outturns.

Some of the receipts shown are cash receipts by 
the government and are not on a national accounts 
or accrued basis. In order to articulate with the 
national accounts the accruals adjustments are 
included as detailed below.

Income taxes comprise payments of taxes on 
income by the personal sector less tax credits and 
taxes on income paid by companies. These are 
shown on an accrued basis.

Corporat ion tax excluding North Sea equals 
net receipts of corporation tax by the Inland Revenue 
(Table 3.13) less North Sea corporation tax shown
below but before excluding corporation tax on capital 
gains.

Capital taxes are capital gains tax including 
corporation tax on short term capital gains, 
development land tax estate duty, capital transfer tax, 
inheritance tax and special tax on tax deposits (Table
3.13) .

Value added tax net cash receipts by Customs 
and Excise (Table 3.14).

Local authority rates Accrued rates as 
shown in the local authority accounts (Table 4.1).

Petrol, derv, etc duties Net receipts by 
Customs and Excise for hydrocarbon oils (Table
3.14) . The adjustment for shipbuilders' relief, bus 
fuel rebates and accruals adjustments are included in 
other expenditure taxes.

Spirits, beer, wine etc comprises net 
receipts by Customs and Excise for spirits, beer, wine 
and made-wine, cider and perry (Table 3.14). 
Accruals adjustments are included in other 
expenditure taxes.

Cigarettes and other tobacco duties equals 
net receipts by Customs and Excise for tobacco.

Other expenditure taxes comprise 
agricultural levies, betting and gaming duties and 
other Customs duties (Table 3.14); Motor vehicle 
duties net of export relief and driving licences; 
accrued Northern Ireland rates; gas levy; sugar levy; 
ECSC production levy, LRT levy; stamp duties; fines 
and penalties by Customs and Excise and fees under 
the Consumer Credit Act. The adjustments for 
shipbuilders' relief, bus fuel rebates and accruals 
adjustments and central and local government 
refunds of VAT are also included.

Total expenditure taxes is the total defined 
in the national accounts (Table 2.1) and is on an 
accrued basis.

North Sea Corporat i on tax is included before 
advance corporation tax set off. The latter is 
included in other taxes and royalties. See table 1.3 
of I nl and Revenue St at i st i cs 1986.

Petroleum revenue tax includes 
supplementary petroleum tax as well as net advance 
petroleum tax (Table 3.13).
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Supplementary tables

Oj I roya/tfes are cash receipts by Department 
of Energy (Table 3.15) (excluding licence fees). The 
accruals adjustment is included in other taxes and
royalties.

Other includes the 
off 

accrual

t a x e s  and royalties
adjustment for advance corporation tax set
against North Sea corporation tax,
adjustment on royalties and IBA levy.

Total taxes and royalties comprise all the
above items and is on a national accounts or accrued 
basis.

Social Security contribution  are accrued
national insurance, health, redundancy and maternity
funds contributions (Table 2.1).

Interest and dividends  are receipts by
central and local government excluding intra sector 
transactions.

Gross trading surplus and rent comprise

both central and local government trading surpluses 
or deficits and rent income, including oil licence fees.

Other receipts include miscellaneous current 
transfers, other capital receipts, imputed charge for 
consumption of non~trading capital and all the (net) 
accruals adjustments necessary to put this account
back to a cash receipts basis.

Expenditure is shov̂ /n starting from the public
expenditure planning total plus general government 
gross debt interest and public corporations market 
and overseas borrowing. Other national accounts 
adjustments include list III public corporations capital 
expenditure along with the other adjustments 
detailed in Table 2.4. The companion Table S12 
which shows the Treasury analysis of public 
expenditure  gives further details of departmental 
expenditure and shows the outturns included in the
FSBR.
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Supplementary tables no longer published

Transactions in life assurance and
pension schemes
Last published in April 1985

The figures are published in United Kingdom 
National Accounts, table 4.5; additionally this 
table carries details of private self-adnninistered life 
assurance and insurance invested, public
corporations and local authority pension funds for 
the latest year. Notionally funded schemes comprise 
certain pension schemes in the public sector which 
are contributory but not funded; in some cases these 
give rise to a surplus of contributions over pensions 
paid. This, together with the surplus on the funded 
schemes, contributes to personal sector saving. The 
surplus on the notionally funded schemes is 
transferred to central government as a transaction in 
financial assets where it is recorded as
transactions concerning certain public 
sector pension schemes. In the same way the 
surplus on the funded schemes is transferred to 
financial institutions as funds of life assurance
and superannuation funds.

A diagram depicting the flows of life assurance 
and pension funds with the rest of the personal 
sector appears on page 95.

The employers' contributions to funded, notionally 
funded and unfundeci schemes enter into personal 
income in table 9.1 as part of employers' 
contrihut ions . Similarly the rent, dividends and 
interest receipts of funded schemes enter into other 
personal income.

Individual premiums for life policies: 
regular and single include premium relief from 
central government to life assurance funds 
amounting In total to £317 million in 1979, £524 
million in 1980, £543 million in 1981, £568 million in 
1982, £672 million in 1983, £745 million in 1984 and 
£665 million in 1985.

Administrative costs, etc. include tax on 
the investment income of life funds.

Unfunded schemes: contributions of
employers and pensions and other benefits 
paid include employers' liability insurance claims 
and employers' payments {less rebates from the 
Redundancy Fund) to redundant employees.

Supply services and expenditure
Last published in December 1985

This table gives monthly data going back to April 
1980 and financial year data going back to 1973-74 
for the two 'supply' series given in table 3.15.

Alternative presentation of the
counterparts to changes in money
stock
Last published in March 1986

This table shows an alternative presentation to 
the counterparts to changes in money stock sterling 
M3 shown in table 11.5.

The column External and foreign currency

transactions of UK banks has been changed in 
the same way as external and foreign currency 
counterparts in table 11.5. Similarly net 
non-deposit liabilities has been changed to 
net non-deposit sterling I iabi1 ities (see 
notes to table 11,5 and Bank of England Quarterly 
Bulletin June 1985 page 185).
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Annex 2

Financial accounts codes

Capital account 
Saving
Capital transfers (net receipts)
Gross domestic fixed capital formation 
Increase in value of stocks and work in

Financial surplus or deficit

progress

Line
numper

1
2
3
4

Central
govern
ment

Local
auth
orities

Public
corpor
at ions

Monetary
sector

f inancial 
insti
tutions

mercial
com
panies Persons Overseas

AAAA
AAAB
AAAC
AAAD

AAAE
AAAF
AAAG

AAAI
AAAJ
AAAK
AAAL

AAAM
AAAN
AAAO
AAAP

AABA AABB AABD AA8F

AAAQ
AAAR
AAAS
AAAT

AAAU
AAAV
AAAW
AAAX

AAAY
AABK

AABG AABH AABl

-  1
• ••

S'* •;ri

*

•f'.’
i I

^  I J •iA i i  •

•‘.'‘ii?
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Financial account 
Notes and c o m  
Market Treasury Oil Is 
British government securities 
National savings 
Tax instruments
Net government indebtedness to Banking Department 
Northern Ireland central government debt 
Government liabilities under exchange cover scheme 
Other public sector financing;

Non-marketabie debt 
Short-term assets

Issue Department's transactions m  bills 
Gove'‘nment foreign currency debt 
Other government overseas financing 
Official reserves 
Local authority debt;

Temporary 
Foreign currency 
Sterling securities

Other sterling debt 
Public corporations debt:

Foreign currency 
Sterling

Deposits with banks;
Sterling sight 
Ster 1 m g  t ime 
Foreign currency

Deposits with building societies 
Deposits with other financial institutions

Bank lending (excluding public sector);
Foreign currency 
Sterling

Credit extenoed by retailers 
loentified trade credit:

Domestic
Import and export 

Loans for house purchase:
Bui idmg societies 
Other

Other public sector lending
Other lending by financial institutions

Unit trust units
UK company securities
Overseas securities
Life assurance and pension funds
Miscellaneous domestic instruments

Direct and other investment abroad 
Overseas direct and other investment in UK 
Miscellaneous overseas instruments

Accruals adjustment

Total financial transactions

Balancing item

Relationship between lines: 1+2-3-4=5; 6 to 38=39; 39+40=5.

6
7
8
9

10 
n  
12
13
14
14. 1
14.2
15
16
17
18
19
19. 1
19.2
19.3 
19.3+
19.4
20
20. 1 
20.2

21
21 . 1 
21.2 
21.3 
22
23

24
24. 1
24.2
25
26 
26. 1
26.2
27 
27. 1 
27.2
28
29

30
31
32
33
34

35

AACB
AACC
AACD
AACE
AACF
AACG
AACH
AACl

AADP

AACK
AACL
AACM
AIPA

AADC

AADD

AADE

AADF

AAOG
AADH
AACR

AACS

AACA 
A ACT

AADK
AADL

AAOl
AADJ
AACW
AACX

AAEB
AAEC
AAED

AAFB
AAFC
AAGB
AAFD

AAEE

AAEY

AAFE

AAFF
AAIP

AAEF
AAEG
AAEH

AAEI

AAEU

AAFG

AAFH

AAFI

AAFJ
AAFK

AAEK
AAEL
AAEM

AAFL
AAFW
AAFN

AAFO

AAFP
AAFO

AAEV
AAEP

AAFR
AAFS

AAFT

AAEO AAFU

37 AACY AAFV

38 AACZ AAER AAFW

39 AADA AAES AAFX

4H AADB AAET AAFY

AAJB
AAJC
AAJD

AAJE
AACG
AAKI

AAKJ

AAJH

AAJI
AAJJ
AAJK

AAJL

AAJM
AAJN

AAJO
AAJP
AAJO
AAKK

AAJR
AAJS

AAKC
AAKD

AAJU
AAJV

AAKE

AAJX
AAJY
AAKF

AAJZ

AAKA

AALB 
AALC 
A AMD
AALD

AALE

AAME
AAMW

AAMY

AALG
AAMF
AAMG

AAMH

AAMI

AALJ
AALK
AALL
AALM
AALN

AAMJ
AAMK

AAML
AAMM

AAMN
AAMO
AAMP
AAMQ

AALS
AALT
AALU
AALV
AALW

AALX
AALY
AAL2

AAMA

AAMB

AANB
AANC
AAOC
AAOD
AANE

AAOE
ABHK

AAOV
AAOO
AANF

AAOF

AAOG

AAOH

AANI
AANJ
AANK
AANL
AANM

AANN
AANO
AANP

AAOI
AAOJ

AAOL

AANR
AAOK

AATA

AANT
AANU

AANV

AANW
AANX
AANY

AAN2

AAOA

AAOB

AAPB

AAPC
AAPD
AAPE

AAPF

AAQK

AAOC

AAQD

AAQE

AAPI
AAP-j
AAPK
AAPL
AAPM

AAPN
AAPO
AAPP

AAQF

AAQG
AAQH
AAPS
AAPT

AALS
AAPV
AAPW
AAPX
AAPY

AAQN
AAQL

AAP2

AAOA

AAOB

AASD
AARB
AARC

AASH
AASK
AARD
AACM
AIPA

AARG
AARH 

AAR I

AARJ
AARK

AARL
AARM
AARN
AARO
AARP

AARO
AARR

AASB

AART

AARU
AARV

AASC

AARW
AARX
AARY

AARZ

AASA
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13, 26

38, 39, 40, 45

Acceptances 65, 99 
Accruals adjustments: 

financial accounts 
central government 
companies 82, 84 
local authorities 52 
other financial institutions 
persons 93 
public corporations 57 

Acquisitions and mergers of companies 86 
Advance corporation tax (ACT) 48, 81, 85 
Advances {by banks) 23, 63, 64, 65 
Agents' balances (insurance companies) 
Agricultural levies 50 
Alcoholic drinks duty 50 
Antiques and works of art 68 
Appropriation accounts; 6

financial companies and institutions 
industrial and commercial companies 
public corporations 56 

Assets leased 65

85
78, 80

Balance of payments 96, 97, 128 
financing diagram 35 

Balance sheets 8, 122, 126, 127 
Balancing item 8, 14, 26, 27, 84, 93 
Bankers' deposits with Bank of England 63, 107 
Banking sector: see Monetary sector 
Bank of England;

Banking Department 19, 20, 22, 41, 56, 62 
Issue Department 19, 20, 34, 47, 56, 62, 108 
liability of central government to 

Banking Department 41 
minimum lending rate 119 

Bankruptcies, England and Wales 87, 88 
Base rates 119, 120, 121 
Betting and gaming duties 50 
Bills:

Issue Department transactions 20, 42, 108
see also Commercial bills. Treasury bills 

Block discounts 69 
Borrowing requirement:

central government 41, 47 
companies 84 
local authorities 53 
public corporations 57 
public sector 11, 32, 34, 35, 108 

British government securities 19, 41, 43, 62, 64, 68, 
83, 84, 93, 97 

prices and yields 118
Building societies 22, 66, 67, 71, 72, 73, 84, 93, 94 

interest rates 120

Capital account 7, 8 
Capital consumption 
Capital funds (banks) 
Capital gains 13 
Capital gains tax 48 
Capital issues:

5, 33, 79 
64

United Kingdom 24, 69, 82, 113, 114
25, 82

40, 56, 82, 92, 93 
48

overseas 
Capital transfers 
Capital transfer tax 
Car tax 47, 49 
Central government: 38 

borrowing requirement 
capital account 40 
current account 39 
financial account 40

41, 47

funds and accounts 38, 47 
statistical sources 15 

Certificates of deposit 61, 67, 69, 72
Certificates of tax deposit 41, 46, 

Channel Islands banking institutions 66 
Charities 90 
Classifications 12 
Codes:

financial accounts matrix 133 
Commercial bills: 69, 99, 108 

discounting rates 119 
Committed saving 129 
Companies 78

acquisitions and mergers 
Company securities 24, 41, 57, 76, 93, 96 

new issue market 113 
prices and yields 117, 118 
transactions by sector 86 

Consolidated fund 38, 47
liability to Post Office pension fund 126 

Consolidation of government accounts 32 
Constant prices 6 
Consumer credit 93 
Consumer credit grantors 68 
Consumers' expenditure 7. 92, 93 
Consumption 4
Consumption of non-trading capital: 33 

by central government 40 
by local authorities 52 

Corporation tax 48, 56, 81, 85 
Credit cards 23, 69, 93, 94 
Credit extended by retailers 23, 92 
Credit tranche on IMF 101 
Credit unions 66 
Crown Agents 23, 57, 66, 99 
Currency:

velocity of circulation 108 
Current prices 6
Customs and Excise duties 47, 49, 50 

Debentures 112, 113, 118
Debt interest paid by central government 40, 47 
Deeds of arrangement, England and Wales 87 
Departmental balances 48 
Deposit liabilities (banks) 63 
Deposits with:

building societies 22, 84, 93, 95
rates 121

finance houses 23, 84 
monetary sector 22, 42, 84, 92, 93, 95 
other financial institutions 23, 84, 93 
savings banks 23, 93, 95

rates 46
Development land tax 48 
Direct borrowing from abroad: 

central government 42 
local authorities 54 

Discount market 65 
Discretionary saving 129 
Dividends and interest payments 81, 85 
Dividend yield 118 
Domestic counterparts 108 
Domestic expenditure 4 
Domestic product 4 
Durable goods 92
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Earnings yield 118 
Employers contributions:

to National Insurance and pension funds
Eurobonds 72
European currency units (ECU) 98, 116 
Exchange cover scheme 20, 36, 42, 58, 100 
Exchange reserves in sterling 98, 99
Excise duties 49 
Export credit 83, 97 
External and foreign currency finance 
External liabilities and claims 98, 99

90, 91

110

66

40

128

Factor cost 6 
Factoring companies 
Final consumption:

by central government 
by local authorities 52 

Final expenditure 4 
Finance houses 66, 69 

base rate 120 
deposits with 23 

Finance leasing companies 66 
Financial accounts: 6, 11, 17

asset categories (diagram) 30 
balance of payments reconciliation 
main flows (diagram) 29 
net presentation 12 
reliability grading 18 
sector matrix 19, 127 
sign convention 13 
sources and methods 14 
timing of transactions 13 

Financial assets 124, 127 
Financial holding companies 66 
Financial institutions other than banks 66, 78 

see also Monetary sector and Other financial 
institutions

Financial leasing 128 
Financial liabilities 124, 127
Financial Statement and Budget Report 32, 35, 36, 

129, 130
Financial surplus or deficit 8, 13, 28 

analysis by sector 17
Financial Times Actuaries share indices 118 
Financial trusts 66 
Fixed assets:

held abroad 8 
investments by persons 93 

Flow of funds: see Financial accounts 
Forecasting 11 
Foreign currency borrowing: 

by monetary sector 61, 97 
by public corporations 58, 101 
by public sector 101 

Foreign currency deposits 61 
Foreign exchange rates 115 

related items 115 
Friendly socities

Gas levy 50 
General government 
Gold dealers 66 
Gold valuation 98 
Government debt:

foreign currency 21 
other non-marketable 20 

Government expenditure 33 
Government-guaranteed stock 43, 126 
Government indebtedness to Bank of England 

41

Government liabilities under ECS 
Government securities; holdings by Bank of England

62
Grants:

central government to persons 
general government to persons 
local authorities to persons 52 

Gross domestic fixed capital formation (GDFCF): 
central government 40 
companies 82 
local authorities 52 
public corporations 

Gross flat yield 117 
Gross redemption yield 117 
Gross trading profits: 

companies 80, 85 
financial companies and institutions
North Sea oil 80 

Gross trading surplus:
central government 39 
local authorities 52 
public corporations 56

Hire purchase and other credit business 
House purchase, loans for 24, 68, 92, 94 
Household sector 90

50

70 4 •• ♦

* *

Hydrocarbon oils duty

Import credit received 82, 98 
Income and expenditure account 6 
Income from abroad 81, 85 
Income tax 48 
Index-linked gilts 40, 75 
Index-linked national savings 45 
Industrial and commercial companies

84

. * V

78
borrowing requirement 
statistical sources 16 

Inland Revenue duties 48, 49 
Institutional investment 68 
Insurance companies 66, 75, 94 
Insolvencies 87 
Inter-bank rate 121 
Interest and dividends:

central government 38, 39 
corporate sector 7 
local authorities 39, 52 
public corporations 40, 56 
revenue of consolidated fund 38 

Interest rates 115, 116, 119, 120 
International Monetary Fund 42, 98, 100, 101, 116
Investment abroad 26, 79, 83, 97 
Investment income due abroad 81 
Investment trusts 66, 74
Invisible trade 96
Isle of Man banking institutions 66
Items in suspense 64

Leased assets 33, 65, 88, 128 
Lending: see sector references 
Lending by central government 41 
Life assurance and pension funds 25, 40, 67, 75, 76, 

90, 93, 132
Liquidations, England and Wales 87 
Liquid assets: 12

companies 84 
other financial institutions 
personal sector 95

19, 20,
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House purchase

Liquidity of large industrial and commercial companies 
85

Liquidity ratio:
building societies 72 

Loans for house purchase:
Local authorities: 52

borrowing 21, 53, 54, 84, 94 
borrowing requirement 53 
capital, current and financial accounts 
interest rates 120 
investments 55 
maturity analysis 128 
outstanding debt 54 
pension funds 76 
statistical sources 16

Market loans 64 
Market prices 6
Market Treasury bills: see Treasury bills 
Matrix of sector accounts: 19, 127
Minimum lending rate 119 
Miscellaneous domestic instruments 
Miscellaneous overseas instruments 
Monetary sector:

advances and loans by 23, 53, 65, 82, 92, 94, 98 
breaks in series 60 
definition 59
deposits with 22, 63, 83, 84, 95 
lending 23 
liabilities 61
liabilities and claims (overseas) 99 
statistical sources 16, 59 
transit items 60 

Money market:
liabilities overseas 99 

Money stock: 102, 105, 107, 108 
breaks in series 105 
counterparts 102, 108 
definitions 102 
statistical sources 104 

Motor vehicle licence duties 50 
Multilateral exchange rate model (MERM) 115

National accounts 
National Girobank

38, 47, 51

3, 78 
56, 59

National debt 32, 38, 126, 127 
National expenditure 4 
National income 3 
National Insurance Fund 38, 47 

benefits 40
contributions 38, 39, 92 
surcharge 39, 50 

National Loans Fund 
National product 4 

gross and net 5
National savings 19, 41, 44, 93, 95 

terms, annex 45
National Savings Bank investment account 

66, 119, 126
Net acquisition of financial assets 8 
New issue market: definitions 113 
Non-bank private sector 124 
Northern Ireland central government debt 
Notes and coin 19, 41, 93, 107, 126

38. 44. 46.

20, 42. 67

Official financing: see Overseas official financing 
Official holdings of public sector debt 126 
Official loans to building societies 67 
Official reserves 21. 42, 98 
Oil income due abroad 81

Oil royalties 39, 50, 56, 81 
Ordinary shares: 

definition 112 
dividends 81 
dividend yield 118 
earning yield 118 
price indices 118 

Other financial institutions 66
definition and asset holdings 66 
deposits with 23, 67, 95 
securities turnover 68 
statistical sources 16

Overseas governments: borrowing by central 
government 42 

Overseas investment 26 
Overseas official financing 36, 54,
Overseas sector: 

definition 96 
deposits (monetary sector) 
statistical sources 17 

Overseas securities 25, 101

Pension funds 25. 66, 67, 76. 90, 93. 128, 132 
Personal saving 92 
Personal sector 90

balance sheets 95, 126 
committed and discretionary saving 129 
definition 90 
disposable income 92 
lending to local authorities 
liquid assets 95 
saving 91, 92 
statistical sources 16 
transactions with monetary sector 61 

Petroleum revenue tax 49, 56, 81 
Preference shares 112 
Preference stocks 118 
Premium bonds 44, 45 
Private sector wealth 123 
Production account: definition 6 
Profits due abroad 81. 85 
Property unit trusts 66, 67, 73 
Public and private companies; definition 112 
Public corporations 56

appropriation account 56 
borrowing 22, 50. 57 
borrowing requirement by sector 57 
capital and financial accounts 56, 57 
lending 57 
pension funds 57, 58 
statistical sources 16 

Public deposits (with Bank of England) 62 
Public dividend capital 41, 57 
Public expenditure planning total 33, 129 
Public sector; 32

accounts by subsector 129 
borrowing requirement 11, 32, 34, 35, 111 
external finance 35, 36 
funds with monetary sector 61 
lending 24
main financial flows, diagram 
outstanding debt 32, 126 
pension funds 76 
pension scheme transactions 

Public Works Loan Board 52, 54 
loans rates 120

Rates, local authority 52 
Redemption yields 117
Reliability gradings of financial accounts data: chart

/
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Reliability gradings of balance sheet data: charts 123, 

124
Rent and non-trading income: 

companies 80, 85 
public corporations 56 

Rent, local authorities 52 
Reserve tranche on IMF 101 
Residual error in sector accounts 
Retailers' credit 23, 70, 92, 94

44, 45, 71, 130

8, 27

Save As You Earn 
terms 46

Savings banks: 38, 41, 43, 114 
deposits with 23, 93, 95 
terms 46

Seasonal adjustment 10, 28, 34, 104, 107 
Sector financial accounts 6, 17 

asset categories, diagram 30 
balance sheets 8 
tables 7

Selected retail banks: 
base rates 119, 121 

Share and loan capital 
Share prices and yields 
Shipbuilders' relief 50 
Short-term assets:

investment trusts 75 
Short-term money rates 119 
Sight deposits (banks) 63 
Sign convention 13
Sources and methods (financial accounts) 
Sources and uses of funds 13, 67, 82, 91

62

113
118

14, 15

Special deposits (banks)
Special drawing rights (SDRs) 

valuation 98, 116 
Special finance agencies 66 
Spot foreign exchange rates 115 
Stamp duties 48 
Standing services 47 
Sterling exchange rate index 115 
Stock appreciation 5. 79, 80 
Stockbrokers 89 
Stockbuilding 4 
Stock Exchange: 

function 112 
transactions 114 

Subsidies 40, 52, 56 
Superannuation funds 
Supplementary specie

97, 101

see Pension funds 
deposits (banks) 62

Supply services 38, 50, 132

Tax deposit accounts 47 
Taxes;

on capital 40, 56, 93 
on expenditure 39 
on income 39

by companies 81, 85 
by persons 92

Tax instruments 20, 41, 46, 84, 93, 95 
Tax reserve certificates: see Tax instruments 
Time deposits 63, 68, 72 
Timing of transactions 13 
Tobacco products duty 50 
Trade credit 23, 100 
Transactions in financial assets 17
Transfers abroad by persons 92 
Transit items (monetary sector)

« k *

64
34, 129Treasury analysis of public expenditure 

Treasury bills 19, 41, 43, 67, 84 
tender 43

Trustee savings banks 23, 38, 59, 66, 67, 92, 94, 
see also Savings banks

95

Undistributed income (companies) 81, 85
UK residents 78, 98
Unincorporated businesses 90
Unit trusts 24, 66, 67, 74
Universities 90, 92
Unremitted profits (companies) 81
Unlisted securities market 114
US Treasury bills 116
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Valuation;
principle 13 
monetary sector 61 
official reserves 98 

Value added tax 39, 49 
Velocity of circulation 108
Venture and development capital companies 66 
Visible trade 96

Wages, salaries and forces' pay 91 
War loans flat yield 121 
Write-off of public corporations' debt 57 
Wealth 7, 125

Yields:
British government securities 
company securities 118
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source for long runs of quarterly
and annual data for the key series of economic indicators
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