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Introduction

This edition of the  Pink Book con ta ins es tim a tes  of the  
U nited Kingdom balance of paym ents for each of the  cal
endar years 1977 to 1987. In addition , sum m ary estim ates  
for the years 1966 to 1976 are shown in Tables 1.1, 1.2, 1.3 
and 1.4. W here tab les re la te  to years  o ther th a n  1977 to 
1987, the  years covered are noted in  th e  lis t of conten ts. 
E stim ates for ea rlie r years are given back to 1946 in United 
Kingdom Balance o f Payments 1971 and also in Economic 
Trends A nnual Supplement, 1979 and la te r  editions.

ju sted , are published in a p ress notice issued jo in tly  each 
m onth by the D epartm en t of Trade and Industry  and the 
C entral S ta tis tica l Office and subsequently  in British busi‘
ness.

Reliability and revisions
Few of the  estim ates can be regarded as accurate to the  
nearest £ m illion. The probable degree of re liab ility  of in 
dividual item s in the  accounts is described in broad term s on 
page 6. Some of the figures, particu larly  those re la tin g  to the  
la tes t years, m ay be revised when la te r  and more com plete 
inform ation becomes availab le. Some of these  revisions come 
from annual surveys, such as the  inqu iries into d irect in v est
m ent, while o ther surveys, e.g. th e  full survey on sea tra n s 
port are conducted less frequently . The resu lts  of these  su r
veys are incorporated into th e  accounts as soon as they  
become available.

Since the sum m ary figures for years up to 1987 published 
in Economic Trends for Ju n e  1988, fuller or la te r inform ation 
has become availab le from a num ber of surveys, including 
th e  1987 surveys of banking services. In addition, revised 
estim ates have been made of freight on im ports which has 
led to revisions to both visible trade and services. A revised 
basis for estim ating  p rivate  transfer paym ents by UK res i
den ts ' is also introduced.

In line with the rebasing of the  national accounts all 
volume and price indices in section 4 have been rebased to 
1985 prices, and rescaled to 1985= 100.

M ethods of estim ation , and the consistency in trea tm en t 
between different item s in the  accounts, are  continually  be
ing exam ined; when improved sen es  of figures are produced, 
revisions are carried back to earlie r years  as appropriate . 
S ignificant methodological and reassessm en ts of th e  p a s t 
have been made since last y ea r 's  Pink Book in respect of the 
following item s, and reference should be made to the  re
levant section notes:

Visible trade: trade in gold, freight ad ju stm en t (section 2) 
Services: civil aviation, insurance, o ther brokerage, royal
ties and m iscellaneous services (section 3 )
Private transfers (section 7)
Non-bank tran sac tions w ith banks abroad (sections 5 , 8 
and 9)
UK banks' export credit lending (sections 8 and 9)
Other UK financial in s titu tio n s ' portfolio investm en t 
(section 8)

Quarterly and monthly series
Q uarterly estim ates of the  U nited Kingdom balance of pay
m ents are published by press notice each quarte r and de
tailed tab les are included, w ith the p ress notice tex t, in the 
March, June, Septem ber and December issues of Economic 
Trends, those published in the  Septem ber issue being consis
te n t with the annual figures in th e  Pink Book. The la te s t 
quarterly  estim ates are also reproduced in sum m ary form in 
the Monthly Digest of Statistics and, for the  sum m ary account 
and for the  capital account in detail, in Financial Statistics. 
Monthly estim ates of visible trade and the projected inv isi
ble balance (expressed as a m onthly rate), seasonally  ad

Symbols and conventions used
Exchange rates. W here es tim a tes  are based on d a ta  expressed 
in currencies o ther th a n  s te rling , th e  figures are as far as 
possible converted into s te rlin g  a t  the  ra te  of exchange a t 
the  tim e of th e  tran sac tio n  - see notes on page 68.

Sign convention. C redits en trie s  are recorded for real re
sources (goods, services, etc.) th a t  are exported  and , in the 
case of financial item s, for flows which reduce th e  U nited 
K ingdom 's foreign a sse ts  or increase its  foreign liab ilities. 
Conversely, debit en trie s  are recorded for real resources th a t  
are im ported and, for financial item s, for flows which in 
crease UK asse ts  or decrease UK liab ilitie s . See notes on 
page 5.

Rounding o f figures. As figures have been rounded to the  
n ea re s t final d ig it, there  m ay be sligh t d iscrepancies be
tw een the sum s of th e  co n stitu en t item s and  the to ta ls  as 
shown.

Symbols. The following sym bols are  used throughout:

.. =  not ava ilab le  
— = nil or less th a n  m illion

n.e.i. = no t elsew here included

CSO Databank Dataset
The d a ta  in th is  Pink Book, and w here ava ilab le  those for 
ea rlie r years  not covered in th is  publication, are ob ta inab le  
in com puter readable form as a CSO D atabank  D atase t. To 
help use th is  D a tase t the  app rop ria te  CSO D atabank  iden
tifiers are  included in the  Pink Book tables.

D etails of the CSO D atabank  service and th e  schedule of 
charges m ay be obtained from th e  D atabank  M anager, CSO 
Branch 9, Room 52/4, G overnm ent Buildings, G reat George 
S treet, London SW IP  3AQ (Telephone 01-270-6386). The 
CSO does not offer d irect on line access for d a ta , bu t a lis t of 
host bureaux  offering such a facility  is availab le  on request 
from the CSO.
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tyre, Andy D arnbrough, K eith H ayes, T halia  Prosser, 
Dam ian Pearson, Neil Pearson, Jo n a th an  Prescott, C hristine 
Sm ith, Steve W hyman and B arbara Ellery. Acknowledgm ent 
is made of the  assis tance  provided by the o rgan isa tions 
m entioned together w ith inform ation and advice supplied by 
various p rivate  sector bodies.
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The object of the  balance of paym ents accounts is to identify 
and record transac tions between residen ts of th e  U nited 
Kingdom and residen ts overseas (non-residents) in a way 
th a t  is su itab le  for ana lysing  the economic re la tions betw een 
the UK economy and the re s t of th e  world. The tran sac tio n s 
m ay represen t resources provided by or to UK residen ts  (i.e. 
goods and services exported and im ported, and the use of 
investm ents); changes in the U nited K ingdom 's foreign a s
sets or liab ilities; or tran sfe r paym ents.

In principle, tran sac tions are recorded when th e  ow ner
sh ip  of goods or asse ts  changes and when services are ren
dered. In practice th is  is no t alw ays possible.

Structure
In the UK balance of paym ents accounts, tran sac tio n s are 
classified into m ain groups as follows:

Current account tran sac tions cover exports and im ports of 
goods and services, investm en t income and transfers.

Transactions in UK external assets and liabilities cover in
ward and outward investm ent; ex te rn a l tran sac tio n s by 
banks in the  U nited Kingdom; borrowing and lending 
overseas by other UK residents; draw ings on and accruals 
to the  official reserves, and other cap ital transac tions.

The way these various item s are se t out in the  accounts is 
shown in sum m ary form in Table 1.1. The current balance 
shows w hether the  U nited  Kingdom has had a su rp lus of 
income over expenditure, and, subject to occasional govern
m ent transfers (see glossary ) it show s w hether the  U nited 
Kingdom has added to or consumed its  net ex te rn a l asse ts  in 
any period.

Sign convention
In concept every balance of paym ents transaction  involves 
equal credit and debit en tries, re la ting  to the  two halves of 
the  transaction , so th a t  the accounts are analogous to a 
double-entry book-keeping system . Instead  of th e  more fam il
iar practice of arrang ing  in credit and debit colum ns which 
add to the sam e to ta l, balance of paym ents item s are  listed 
in a single column, b u t given different signs so th a t  they 
sum to zero. This method accommodates account item s which 
are generally recorded only on a net basis. Also analy tical 
balances of groups of transactions m ay be displayed more 
readily in th is  form of presentation . Typically, b u t not inevi
tab ly , one h a lf of the transaction  will re la te  to resources and 
the other h a lf  to the  financing item.

Under the conventions of the balance of paym ents ac
counts, credit (or positive) en tries are recorded for resources 
provided. These may be exports of goods or services or the  
use abroad of UK investm ents. Correspondingly, debit (or 
negative) en tries are recorded for resources provided to UK 
residents in the form of im ports of goods or services or the 
use of overseas investm ents in the U nited Kingdom.

An export of goods, recorded as positive, would be 
matched by a negative en try , for exam ple one of the follow
ing:
(i) an increase in the  foreign assets (claims on non-residents)
of the  U nited Kingdom (eg an increase in UK residen ts’ 
deposits w ith banks abroad);
(ii) a decrease in the U nited Kingdom’s liab ilities to non
residents (eg a fall in sterling  deposits with UK banks);
or (iii) in the  case of a barter transaction , by im ports of 
sim ilar value.

Conversely im ports of resources are likely to be m atched 
by positive en tries representing  reductions in foreign asse ts  
held by the U nited Kingdom or increases in the  U nited

K ingdom 's liab ilitie s  to non-residen ts. (The tre a tm e n t of 
gifts in th e  accounts requires tran sfe r en trie s  to be included 
and these  are described in th e  notes to section 7). I t  m ay 
also happen  th a t  both halves of the  tran sac tio n  are  w ith in  
th e  cap ita l account as w hen UK residen ts  borrow from 
abroad in order to purchase investm en ts  abroad.

In some cases, cu rren t ea rn in g s are  d irectly  and , in effect, 
perm anen tly  m atched in in v estm en t flows; exam ples are  the 
und istribu ted  portion of cu rren t ea rn ings of overseas subsid 
ia ries  and associates (which appear as in v estm en t overseas) 
or any  in v estm en t tak in g  th e  form of exports from th e  U n it
ed Kingdom.

Balancing item
Since th e  two en trie s  made in respect of each tran sac tio n  are 
generally  derived from sep a ra te  sources and th e  m ethods of 
estim ation  are n e ith e r com plete nor precisely accurate, the  
two en trie s  m ay no t m atch each o ther precisely or m ay fall 
w ith in  d ifferen t recording periods. Furtherm ore w ith tim ing 
v aria tions it is possible th a t  en tries  which correspond in 
foreign currency term s, are converted to s te rlin g  a t  d ifferent 
ra tes  of exchange.

In order to b ring  th e  to ta l of all en trie s  to zero an addi
tional en try , the balancing item, is therefore included to re
flect th e  sum of a ll these  erro rs and om issions. The balanc
ing item  will include p e rs is te n t e lem ents, w here certa in  
types of tran sac tio n s  are no t adequate ly  covered in th e  ac
counts, and e rra tic  fluctuations which are  likely to be. in 
p art, tim ing  errors in the  recording of tran sac tio n s  and the 
corresponding paym ents.

The p e rs is ten t e lem ents in the  balancing  item  will be 
affected by changes in th e  coverage of certa in  series e.g. 
deposits w ith banks overseas have been identified only from 
end-1975 and, prior to th a t  tim e, would rem ain  in the  bal
ancing item . From th e  end of 1982, a su b s ta n tia l p a rt of 
trade credit betw een unrelated  com panies is no longer iden
tified in the  accounts and consequently  becomes p a r t of the  
balancing  item .

As well as trade  credit, there  will be short-term  'leads 
and lags ' in th e  tim ing  of paym ents w hich, like identified 
flows of short-term  funds, are  probably influenced by the 
level of in te re s t ra te s  in th e  U nited Kingdom rela tive  to 
those abroad, th e  re la tive  degree of cred it stringency and by 
speculation about exchange ra tes . W ith the very large sum s 
involved in the  gross balance of paym ents tran sac tio n  ’leads 
and lags' in th e  tim ing  of paym ents and  sm all changes to 
the  term s of se ttlem en t could have a large effect on the 
balancing  item  especially  w here cap ita l flows have to be 
inferred from changes in asse ts  and liab ility  levels in foreign 
currencies and converted to ste rling  a t  average exchange 
ra te s  during  th e  period.

It is also possible th a t  am ounts in foreign currency are 
converted to s te rlin g  a t  ra te s  of exchange which differ for 
the  tran sac tio n  and the corresponding paym ent. This d is
crepancy may be fu rther affected w here the tran sac to r 
m akes use of th e  forward exchange m arket.

It is also possible th a t cap ital flows during  the period 
leading up to and following deregulation in 1986 of London 
financial m arkets ('Big B ang’), have no t been adequately  
m easured particu larly  pending the es tab lish m en t of com
prehensive reporting  procedures for securities dealers.

Residence
T ransactions are  recorded in the  balance of paym ents ac
counts when betw een non-residents and  residen ts of the 
U nited Kingdom, th e  Isle of M an, C hannel Islands or th a t 
p a rt of th e  C ontinental Shelf which is defined by in te rn a 
tional convention as belonging to the U nited Kingdom. The 
term  ’resid en t’ covers both individuals living perm anently  in
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G eneral description o f the accounts
th e  U nited  K ingdom , and  corporate  bodies located here, b u t 
n o t th e ir  o v e rseas  b ran ch es and  su b sid ia rie s .

In d iv id u a ls , o th e r th a n  governm en t officials, m em bers of 
th e  Arm ed Forces, and  s tu d e n ts  who e n te r  or leave th e  
coun try  w ith  th e  in ten tio n  of s ta y in g  here  or ab road , for a 
y e a r  or m ore, a re  regarded  as m ig ran ts  ch an g in g  th e ir  re s i
dence. (W hen in  ex is ten ce , E xchange C ontrol used th re e  
y ea rs  ra th e r  th a n  one y ea r as th e  c rite rio n  for residence.) 
G overnm en t agencies o p e ra tin g  ab road , such  as em b ass ie s  or 
m ilita ry  u n its , a re , how ever, regarded  as re s id e n ts  of th e ir  
hom e coun try .

O verseas b ran ch es  of com pan ies are  tre a te d  as re s id en ts  
of th e  coun try  in  w hich th ey  a re  located , and  su b s id ia rie s  
a re  tre a te d  as re s id e n ts  of th e  country  in  w hich th ey  are  
reg is te red . A gencies of b u s in e ss  e n te rp r ise s  a re  also  reg a rd 
ed as re s id e n ts  of th e  co u n tries  in w hich  they  o p era te . 
T ran sac tio n s  th ro u g h  ag e n ts  a re , in g en e ra l, tre a te d  as 
though  m ade d irec tly  w ith  th e  overseas p rin c ip a l, b u t com
m issions, etc. received by a g e n ts  for th e ir  serv ices a re  re 
garded  as accru ing  to th e  a g e n t’s country  o f residence.

A m ore d e ta iled  descrip tion  of th e  c r ite r ia  adop ted  for 
d e fin in g  residence  is g iven in  p a ra g ra p h s  15.115 to 15.123 of 
U nited K ingdom  N ational Accounts: Sources and Methods 
(HM SO, 1985).

R eliability  o f  the estim ates
The b a lan ce  of p ay m en ts  e s tim a te s  a re  com piled from a 
large n u m b er of d iffe ren t sources and th e  degree o f accuracy  
a tta in e d  v a rie s  considerab ly  betw een  item s. Some o f th e  
e rro rs  and  om issions m ay be p e rs is te n t and  ten d  to be in  th e  
sam e d irec tion  in  a ll y ea rs . E rro rs are  like ly , to  som e e x te n t, 
to  offset each  o th e r in  an y  p a rtic u la r  y e a r , b u t w here a 
b a lan ce  is d raw n  betw een  tw o ag g reg a tes  an d  th e  b a lan ce  is 
sm all in  re la tio n  to th e  ag g reg a tes , such  as th e  c u rre n t 
ba lance , th e  p ro p o rtio n a te  e rro r a tta ch e d  to th e  b a lan ce  is 
liab le  to  be very su b s ta n tia l. E rro rs in m easu rin g  c a p ita l 
flows m ay also  len d  to be g re a te r  th a n  th o se  in m easu rin g  
c u rre n t flows. A lso, th e  scope for erro r in m easu rin g  c a p ita l 
flows h as  been p a r tic u la r ly  g re a t in th e  m ost recen t period 
w hen th e re  h a s  been a p ro life ra tion  o f new  fin an c ia l in s tru 
m en ts  and  s u b s ta n tia l  flows of funds to an d  from th e  U n ited  
K ingdom , p a r t  associa ted  w ith  th e  d e reg u la tio n  o f th e  Lon
don Stock E xchange.

The follow ing no tes a sse ss  th e  co m p ara tiv e  q u a lity  of the  
in d iv id u a l com ponents of th e  a n n u a l e s tim a te s  for th e  la te r  
y ea rs  and  th e  m ain  p o in ts  a t  w hich e rro rs  and  om issions 
m ay a rise .

V isible trade
A d escrip tio n  of th e  special p roblem s a r is in g  from erro rs  in 
th e  record ing  of ex p o rts , and  th e  allow ance m ade for th e se  
d is to rtio n s , is g iven  on page 15. C ustom s reg u la tio n s  lay 
down a form ula for th e  v a lu in g  of ex p o rt and  im port m er
ch an d ise  on th e  custom s e n try  form s from w hich  th e  Overseas 
Trade Statistics are  com piled. Some of th e  b a lan ce  of p a y 
m en ts  a d ju s tm e n ts  are  based  on com prehensive  re tu rn s  and 
o th e rs  on th e  re su lts  of sam ple  en q u iries; a n y  e rro rs  in  them  
are  th o u g h t to be com para tive ly  sm all. A ny e rro r in  th e  
e s tim a te  of fre ig h t or in su ran ce  on UK im p o rts  w ill be offset 
in  th e  cu rren t account as a w hole by an  eq u a l and  opposite  
e rro r in  th e  in v is ib le s  account, since th e  sam e e s tim a te  is 
used as th e  s ta r t in g  po in t for th e  ca lcu la tio n  of fre ig h t and  
o th e r serv ices deb its . I t  is possib le , how ever, th a t  th e re  is 
som e inconsis tency  betw een  th e  value of com m issions a s 
sum ed to be included in  figures of ex p o rts  an d  im ports  in  th e  
v isib le  trad e  account and th e  e s tim a te  for c red its  and  d eb its  
on com m issions in ’O ther se rv ices ' in th e  in v is ib le s  account. 
T here m ay be ra th e r  less accuracy in th e  v a lu a tio n  o f e x 
po rts  th a n  in  th e  v a lu a tio n  of im ports, p a r tic u la r ly  in  th e  
case of a se rie s  of consignm en ts form ing p a r t  of a sing le  
large  co n trac t. The m arg in  of error in  th e  e s tim a te s  for 
v isib le  tra d e  is probably  very sm all, a lth o u g h  probably  sig 
n ific an t in  re la tio n  to th e  v isib le  balance.

Invisib les
Figures of governtnent transactions are  based  on records of 
g o v ern m en t d e p a rtm e n ts  and can be considered  good; any  
e rro rs  a re  g en e ra lly  lim ited  to m inor tim ing  d isc rep an c ies .

On sen transport th e  figures re la tin g  to UK sh ip p in g  oper
a to rs  are  based  on th e  q u ad ren n ie l and  (sm aller) a n n u a l 
in q u irie s  carried  o u t by th e  G eneral Council o f B ritish  S h ip 
ping  and  th e  m arg in  of e rro r is u n like ly  to be large. There 
m ay, how ever, be ap p rec iab le  e rro rs  in th e  p rov isional e s 
tim a te s  produced before th e  full re su lts  of th e se  in q u iries  
becam e av a ilab le .

The figures on fre ig h t p ay m en ts  to overseas o p era to rs  are 
based  on th e  v isib le  tra d e  ad ju s tm en t (see above), and  any  
e rro r w ill be o ffset w ith in  th e  c u rre n t accoun t as a w hole. 
F igures on o verseas o p e ra to rs ' e x p e n se s  w ith in  th e  UK are 
based  on d a ta  collected several y e a rs  ago, and  a re  sub jec t to 
som e u n c e rta in ty .

The e s tim a te s  in  th e  civil aviation  account a re  considered  
to be re liab le ; th ey  a re  based  on reg u la r re tu rn s  from a ir 
lin es and  a irp o rt a u th o r itie s  and  on th e  In te rn a tio n a l P a s 
senger S urvey .

E s tim a te s  of travel a re  based  largely  on th e  In te rn a tio n a l 
P assen g e r S urvey  and  though  sub ject to  sam p lin g  e rro r and 
to defic iencies in rep o rtin g , th e  e s tim a te s  are  reasonab ly  
sa tis fa c to rily  m easu red .

In value  te rm s abou t, th re e -q u a rte rs  of th e  financial and  
other services e s tim a te s  a re  based  on d irec t in q u irie s  of in 
d u s try  and  com m erce b u t th e  e s tim a te s  for som e item s are 
derived  from various re la ted  in d ica to rs  and  a re  th u s  only 
ap p ro x im a te . The to ta ls  for bo th  c red its  and  d eb its  under 
th is  h ead in g  m u st be regarded  as sub ject to an  ap p rec iab le  
m arg in  o f erro r.

The interest, profits and  dividends (IPD) a ris in g  from d irec t 
in v e s tm e n t by com pan ies a re  th o u g h t to be reaso n ab ly  s a t
isfac to rily  m easured  both on th e  cred it and  d eb it side, 
though  th e  p rov isional e s tim a te s  for th e  m ost recen t y ea r 
a re  less re liab le . E s tim a te s  of in te re s t  and  d iv idends on 
portfolio  in v es tm en t, how ever, a re  much less re liab le  th a n  
those  on d irec t in v es tm en t. The e s tim a te s  for ce rta in  o th e r 
e lem en ts  of IPD v ary  in  q u a lity .

The e s tim a te s  of private transfers are  sub ject to m uch 
u n c e rta in ty . For c red its , abou t tw o th ird s  of th e  to ta l is 
based  on in fo rm ation  from p a rtic u la r  co u n tries  on th e ir  p ay 
m en ts  to th e  U nited  K ingdom . The re s t is based  on various 
a ssu m p tio n s . For d eb its , abou t tw o th ird s  of th e  to ta l is 
derived  d irec tly  from su rv ey s  or in fo rm ation  from o th e r coun
tr ie s  on th e ir  rece ip ts  from th e  U nited  Kingdom ; th e  re s t is 
based  on E xchange  C ontrol d a ta , tren d ed  forw ard from 1979 
using  various assu m p tio n s .

T ra n s a c tio n s  in  UK e x te rn a l  a s s e ts  an d  lia b ilitie s  
The ex is ta n ce  of a positive  b a lan c in g  item  in th e  accounts in 
recen t y e a rs  in d ica te s  a tendency  to u n d e rs ta te  n e t inflow s 
to th e  UK, and  it is th o u g h t th a t  th is  tendency  is p a r tic u 
la rly  acu te  in  m easu rin  n e t cap ita l inlfows.

The flows of direct investment by com panies a re  th o u g h t to 
be ad eq u a te ly  m easu red , b u t a su b s ta n tia l m arg in  o f erro r 
a tta c h e s  to th e  e s tim a te s  for th e  m ost recen t y ea r, w hich are  
based  on q u a rte r ly  d a ta  as th e  an n u a l inqu iry  re su lts  on 
w hich th ey  are  ev e n tu a lly  based do no t become av a ilab le  
u n til abou t e igh teen  m on ths a fte r  th e  end o f th e  y ea r. In 
terim  e s tim a te s  a re  based  on less com prehensive q u a rte rly
in q u iries .

Follow ing th e  abo lition  of exchange  control, an  inqu iry  
in to  portfolio in v e s tm e n t tra n sa c tio n s  effected th rough  banks 
and  UK secu ritie s  d ea le rs  w as in troduced in m id-1980 by th e  
Bank of E ng land . The inqu iry  is being  supp lem ented  by d a ta  
on tra n sa c tio n s  by financia l in s titu tio n s  w hich are  av a ilab le  
from o th e r s ta tis t ic a l  in q u iries . The e s tim a te s  are  sub ject to 
an  app rec iab le  m arg in  of error, p a rticu la r  in th e  m ost recen t 
period in  respec t of overseas in v es tm en t in  UK com pany 
secu rities . See also com m ents above under b a lan c in g  item  on 
secu rities  d ea le rs  tran sa c tio n s .
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The figures of tran sac tions in UK banks ' asse ts  and 
liab ilities are taken from th e  regular re tu rn s  m ade by banks 
to th e  Bank of England. However, errors m ay arise  through 
failure to recognise non-resident s ta tu s , especially  w here 
nominee accounts are em ployed. Also th e  effects of exchange 
rate  changes have to be allowed for when estim ating  the 
sterling  value of changes in changes in ex te rn a l asse ts  and 
liab ilities in foreign currencies (see notes on page 43).

Borrowing from oversea!^ banks by the UK non-bank private 
sector was orig inally  derived from exchange control sources 
but is now estim ated  from d a ta  on levels collected by the 
In terna tiona l M onetary Fund (IMF). There m ay be some 
inconsistencies of m easurem ent since the IMF figures are 
collected from th e  individual reporting  countries. Also, the  
effects of exchange ra tes  changes have to be allowed for in 
tran s la tin g  changes in foreign currency liab ilities to sterling . 
N evertheless, the  data  are regarded as being the best av a il
able a t present.

The IMF is also the source of inform ation deposits by UK 
residents other than banks with banks abroad. S im ilar qua li
fications apply to the incorporation of these  data  as to the  
use of the  IMF borrowing figures, though problem s of du
plication are less severe.

The coverage of changes in trade credit betw een unrelated  
com panies, a lw ays subject to a su b s tan tia l m argin of error, 
deteriorated fu rther with th e  d iscontinuation  of the D epart
m ent of Trade and Industry  inquiry a t th e  end of 1982.

Fairly  com plete records of general governm ent and m ost 
public sector cap ital tran sac tions are availab le.

The figures of o ther cap ita l tran sac tio n s are based on a 
variety  of sources, and a num ber of gaps rem ain  in the 
estim ates for the  UK non-bank private sector in particu lar.

Levels of UK external assets and liabilities
The estim ates  sum m arised in section 9 will reflect m any 

of the  sam e lim ita tions as th e  data  on tran sac tio n s e.g. the 
incom plete coverage of trade  credit betw een related  concerns.

Where levels are derived from adjusted  accum ulated 
transactions d a ta , e.g. much of portfolio investm en t asse ts  
and liab ilities, errors in the  la tte r  will feed through au to 
m atically  to th e  former, and any  tendency to u ndersta te  net 
cap ital inflows (as suggested by the positive balancing  item  
in recent years) will lead to an oversta tem en t of n e t ex te rn a l 
assets.

W here levels are reported independently  of tran sac tions 
e.g. d irect investm ent and UK banks' activ ities, the  scope for 
error in reported levels should be less, although problems 
such as the  recognition of non-resident s ta tu s  rem ain, and 
the figures will cover a com bination of m arket and book 
values.

Treatment of the balance of payments in the 
national and financial accounts
The national income can be m easured as a sum of incomes 
derived from economic activ ity  by UK residen ts (factor in 
comes), as a sum of expenditu res or as a sum of the  ou tpu ts 
of the  various industries.

Thus, domestic income of the  U nited Kingdom is the  in 
come of UK residents arising  from economic activity  in the 
U nited Kingdom which includes the n e t exports of goods and 
services. National income includes, in addition, income a r is 
ing from investm ents m overseas asse ts  including in terest, 
profits and dividends earned abroad, b u t less such income 
earned in the  U nited Kingdom by non-residents. This is 
described in the  national accounts as net property income 
from abroad and is equal to the  n e t earn ings from external 
assets and liabilities in the balance of paym ents accounts. In 
the in ternational transactions tab le in the  national accounts

General description of the accounts
property  income paid abroad is show n both before and after 
deduction of UK tax es . P roperty  income paid abroad, n e t of 
UK ta x e s , corresponds to ea rn in g s on UK liab ilitie s  as re 
corded in the  balance of paym en ts. W here n a tio n a l income is 
m easured by to ta llin g  expend itu re , final ex p en d itu re  on the 
goods and services becoming ava ilab le  in  th e  U nited  K ing
dom m ust include expend itu re  by o ther coun tries (UK e x 
ports). M any of th e  availab le  goods contain  im ported  m a te ri
als and  some of th e  availab le  services are  rendered by over
seas residen ts; expend itu re  on such goods and services th e re 
fore gen era tes  income and product no t only in the  UK econo
my b u t also in th e  overseas economies. The gross dom estic 
product m easured as a sum of th e  ex p en d itu re  is therefore 
equal to to ta l final expend itu re  in th e  U nited  Kingdom, 
including exports, on all goods and services less imports of 
goods and services. As w ith the income approach, an ad ju s t
m ent for net p roperty  income from abroad is required  to 
convert gross dom estic product to gross n a tio n a l product.

The rem ain ing  item s in th e  cu rren t account of th e  balance 
of paym en ts, th a t  is government and private transfer payments, 
do n o t appear d irectly  in th e  com position of th e  na tio n a l 
income b u t they  are  show n in the sector accounts. For in 
stance, governm ent tran sfe r paym en ts ap p ear in th e  cu rren t 
account of the  cen tra l governm ent and  p riva te  tra n sfe r  pay 
m ents appear in th e  an a ly s is  of personal income and  ex p en 
diture.

The overall current balance p lus capital transfers is de
scribed in the  n a tio n a l accounts as n e t in v es tm en t abroad. It 
ap p ears  as p a rt of the  to ta l cap ita l ex p en d itu re  in  th e  com
bined cap ita l account and since all financia l tran sac tio n s  
betw een d ifferen t sectors of th e  dom estic economy offset each 
o ther in  aggregate, it is equal to the  n e t acquisition  of 
financial a sse ts  of the  overseas sector in  th e  financia l ac
counts bu t is p resen ted  there  w ith opposite sign.

The cap ita l tran sac tio n s  in the  balance of paym en ts - 
transactions in UK external assets and liabilities, allocation o f 
SDRs and  gold subscription to IM F  - correspond to the  fin an 
cial tran sac tio n s  of the  overseas sector in  the  financial ac
counts tab les, w here the an a ly s is  is broadly in term s of 
financial in stru m en ts .

References: National and Hnancial accounts
A full account of th e  tre a tm e n t of the  balance of paym en ts in 
the  na tio n a l accounts is given in C h ap te r 15 (In te rn a tio n a l 
transac tions) of United Kingdom National Accounts Statistics: 
Sources and Methods (HMSO 1985).

Q uarterly  e s tim a tes  of th e  m ain item s are  published  by 
press notice and de ta ils  of th e  na tio n a l accounts are in 
cluded, w ith a com m entary, in the  Ja n u a ry , April, Ju ly , and 
October issues of Economic Trends. Sum m ary q u arte rly  n a 
tional accounts tab les  are published  regu larly  in  th e  Monthly 
Digest o f Statistics and detailed  financial accounts es tim ates  
are included in the  m onthly publication Financial Statistics. 
A reconciliation betw een the cap ita l tran sac tio n s  in th e  bal
ance of paym ents accounts and th e  financial tran sac tio n s  of 
the overseas sector as shown in the financial accounts is 
included in Financial Statistics usually  in October each year.

References: General
Publications re la tin g  to o ther coun tries ' balance of paym ents 
accounts (publish ing  body show n in brackets):

International Financial Statistics (IMF)
Balance of Payments Yearbook (IMF)
Balance o f Payments Yearbook (S ta tis tica l Office of the  Eu
ropean Com m unities)
Statistical Yearbook (UN)

Various publications by the OECD
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Summarj' Tables

TABLE 1.1 SUMMARY BALANCE OF PAYMENTS
£ million

1966 1967 1968 1369 1970 1971 1972 1973 1974 1975 1976

CURRENT ACCOUNT

Visible balance

Invisibles 
Services balance
Interest, profits and dividends balance 
Transfers balance

Invisibles balance

CURRENT BALANCE

Capital transfers

TRANSACTIONS IN UK ASSETS AND LIABILITIES 
UK external assets 
UK external liabilities

Net transactions

EEA loss on forward com m itm ents

Allocation of Special Drawing Rights

Gold subscription to IMF

Balancing item

1. Figures for previous years are published in earlier editions of this publication and are given back to 1946 in United Kingdom  
Balance of Payments 1971. and also in Economic Trends Annual Supplement <1979 and later editions).

TABLE 1.2 LEVELS OF UK EXTERNAL ASSETS AND LIABILITIES': BY SECTOR
End of period £ million

1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976

1. Because of the many inconsistencies in valuing the component series, and the omission of certain assets and 
liabilities which are unidentifiable, these estimates are not an exact measure of the UK's external debtor/ 
creditor position

—  (

ACC

Visible b*i*'
HCHL -1 0 8 -5 9 9 -7 1 2 -2 09 -1 4 210 -7 42 - 2  566 -5  233 - 3  257 -3  959

invisibles

1 ifiwresi' 1CQIN 15 133 312 366 416 544 618 683 948 1 337 2 244
CGOA 402 401 359 531 596 553 594 1 327 1 508 891 1 560 1 Tfjnslers
0610 -181 -2 1 6 -2 2 3 -2 0 6 -1 8 2 -1 9 6 -2 7 2 -4 4 3 -4 2 2 -4 7 5 -7 8 6

1 Invisibles b

1 cUfiRENT BAi
C61K 236 318 448 691 830 901 940 1 567 2 034 1 753 3  018

AIMS 128 -281 -2 6 4 482 816 1 111 198 -9 9 9 -3  199 -1  504 -941

AAAZ . . . -5 9 -7 5
1 CiP'iei itinsf

HEP2 -2 8 9 -3 6 9 -1  120 -1  336 -1  438 - 3  823 -8 8 3 - 3  012 -2  833 -1  610 -3  962

1 TRANSACTIOI 
1 UR entemi 
1 UK emefne

HEQW 301 535 1 773 476 550 2 319 1 331 3 936 5 952 3  135 4 317

HEQU 12 166 653 -8 6 0 -8 8 8 -1  504 448 924 3 119 1 525 355 1 Net irinsii

HCHF -1 0 5 -251 - - — - - - • - 1 EEA loss on'

HBUN — - • • 171 125 124 — • - - 1 Alioeelion of

HBWO -44 - - - -3 8 - - - - * - 1 Gold subseni

AASA -9 6 220 -1 3 8 378 -61 268 -7 7 0 134 155 -21 586 1 Bslancing iie

table 1.

ASSETS
General governm ent 
Public corporations  
Private sector

Total

LIABILITIES
General governm ent 
Public corporations  
Private sector

HCDP
HEUZ
HCAJ

HCAK

HEVH
HEVl
HEVJ

2 217 
111 

14 995

2 151 
116 

18 735

2 097 
132 

23 718

2

29

263
159
195

2 626  
171 

32 728

5 191 
173 

35 629

4 539  
170 

47 970

5 298  
189 

61 545

6 006  
390  

70 414

6  377 
413 

91 662

6  886  
513  

123 233

assets

Cenerji 
Public con

sei

Totei17 324 21 002 25 947 31 617 35 525 40 993 52 679 67 032 76 810 98 452 130 632

5 918  

9 856

6  699  
6

12 040

7 890  
36

16 016

7

21

301
113
442

5 862  
151 

25 807

5 530  
270 

31 047

5 662  
331 

40 306

5 445  
462  

55 742

6 140 
1 035  

67 355

6  420  
1 736 

87 712

7 460  
3  869

114 482 f

^ IU T iEs

Ur
Total HCAL 15 774 18 745 23 942 28 856 31 820 36 847 46 299 61 649 74 530 95 868 125 811 f

1 Ôtll

NET '

General governm ent HEVL -3  701 -4  548 -5  793 -5 038 - 3  236 -3 3 9 -1  123 -1 4 7 -134 -4 3 -5 74
Public corporations HEVM 111 110 96 46 20 -97 -161 -2 7 3 -6 4 5 -1  323 - 3  356  ^
Private sector HEVN 5 140 6 695 7 702 7 753 6  921 4 582 7 664 5 803 3 059 3  950 8  751

Total HEVO 1 550 2 257 2 005 2 761 3  705 4 146 6 380 5 383 2 280 2 584 4 821 '
-------------------------------  !
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Summary Tables

ion

1975 '976

M s 7 ,3

'7 5 3

f9 -
3 018

■941

15

|3 *1 610 -3
’2 3135 4 3n

'9 1 525 355

)5 -21

TABLE 1.1 SUMMARY BALANCE OF PAYMENTS Continued
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CURRENT ACCOUNT 

Visible balance HCHL -2  324 -1  593 -3  398 t 353 3 350 2 218 -1  075 -4  580 -2  346 -8  716 -1 0  162

Invisibles
Services balartce
Interest, profits and dividends balance 
Transfers balance

CGIN
C60A
CGIO

3 037 
265

-1 128

3 542  
806 

-1 791

3 907 
1 205 

-2  210

3 949 
-1 9 6  

-1 984

3 923 
1 210 

-1 547

2 762 
1 446 

-1  741

3 721 
2 847 

-1  661

3 941
4 433 

-1  772

5 962 
2 800  

- 3  079

5 618  
5 079 

- 2  180

5 638  
5 523  

- 3  503

Invisibles balance CGIK 2 174 2 557 2 902 1 769 3 586 2 467 4 907 6 602 5 683 8 517 7 658

CURRENT BALANCE AIMG -1 5 0 964 -4 9 6 3  122 6  936 4 685 3 832 2 022 3 337 -1 99 -2  504

Capital transfers AAAZ — - — - — — — - • -

TRANSACTIONS IN UK ASSETS AND LIABILITIES 
UK external assets HEPZ 
UK external liebilities HEOW

-1 3  844 
9 952

-4  377 
1 506

-4 0  189 
39 446

-4 3  439 
39 567

-5 0  793 
43 398

-31 381 
29 053

-3 0  120 
25 810

-3 1  953  
24 289

-5 3  282 
44 208

-9 5  037 
80 837

-7 5  094 
74 055

Net transactions HEOU -3  892 -2  871 -7 4 3 -3  872 -7  395 -2  328 -4  310 -7  664 -9  074 -14  200 -1 039

EEA loss on forward com m itm ents HCHF - - • — — - • - — —

Allocation of Special Drawing Rights HBUN - — 195 180 158 — - - — - —

Gold subscription to IMF HBWG — • - - — - - — - — -

Balancing item AASA 4 042 1 907 1 044 570 301 -2  357 478 5 642 5 737 14 399 3 543

4
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TABLE 1.2 LEVELS OF UK EXTERNAL ASSETS AND LIABILITIES': BY SECTOR Continued
End o f period £ million

I9r: 1976

6 377 
413

91 662

6̂ 20 
1 736 

87 712

3 9̂

2 58̂

6 886 
513 

123 233

130 632

7 460 
3 8 ^  

114 482

126 8"

-574
.3356
8 75' 

4 82’

A ssrrs
General government 
Public corporations 
Private sector

Total

LIABILITIES 
General government 
Public corporations 
Private sector

Total

NET
General government 
Public corporations 
Private sector

Total

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

15 703 15 263 18 180 17 978 17 109 19 214 19 554 21 267 21 630 26 366 35 669
HEUZ 588 715 775 734 660 867 947 1 234 827 926 728
HCAJ 127 257 151 227 180 034 211 776 312 158 395 380 465 890 603 339 576 977 704 883 667 021

HCAK 143 548 167 205 198 989 230 488 329 927 415 461 486 391 625 840 599 434 732 175 703 418

HEVH 9 651 8 385 8 634 9 256 9 596 12 180 12 615 13 650 16 207 19 710 23 684
HEVJ 4 643 4 444 4 503 4 129 3 875 4 197 4 532 4 767 3 990 4 115 3 092
HEVJ 122 846 140 961 173 772 199 769 284 657 357 050 414 906 527 171 498 922 595 101 587 150

HCAL 137 140 153 790 186 909 213 154 298 128 373 427 432 053 545 588 519 119 618 926 613 926

HEVL 6 052 6 878 9 546 8 722 7 513 7 034 6 939 7 617 5 423 6 656 11 985
HEVM -4  055 -3  729 -3  728 - 3  395 -3 215 -3 330 -3  585 -3  533 -3 163 -3 189 -2  364
HEVN 4 411 10 266 6 262 12 007 27 501 38 330 50 984 76 168 78 055 109 782 79 871

HEVO 6 408 13 415 12 080 17 334 31 799 42 034 54 338 80 252 80 315 113 249 89 492

1. Because of the many inconsistencies in valuing the component series, and the omission of certain assets and
liabilities which are unidentifiable, these estimates are not an exact measure of the UK's external debtor/ 
creditor position

9
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Sum m ary Tables

TABLE 1.3 CURRENT ACCOUNT*

CREDITS
Exports (f o b.)

Invisibles
Services

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

Interest, profits and dividends 
General government
Private sector and public corporations <2) 

Transfers
General government 
Private sector

Total invisibles

Total credits

DEBITS
imports (f.o.b.)

Invisibles
Services

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
T ravel
Financial and other services

Interest, profits and dividends 
General government
Private sector and public corporations (2) 

Transfers
General government 
Private sector

Total invisibles

Total debits

BALANCES 
Visible balance

Invisibles
Services

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

In terest, profits and dividends  
G eneral governm ent 
Private sector and public corporations  

Transfers
G eneral governm ent 
Private sector

Invisibles balance
of which: private sector and public 

corporations; services and iPD

Current balance

* *  *  *

£ m illion

^ . Figures tor earlier years are published in earlier editions of this publication and are given back to 1946 in United Kingdom 
Balance of Payments 1971 and also in Economic Trends Annual Supplement (1979 and later editions).

Up to and including 1971. interest on UK banks' borrowing and lending in foreign currencies is recorded on a net basis, 
i.e. interest received less interest paid, under credits. In 1971. net interest received was £ 16 million, while in 1972 gross 
interest received was £1 644 million and gross interest paid was £1 600 m illion.

10
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1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976

CGJP 5 276 5 241 6 433 7 269 8 128 9 030 9 412 11 882 16 280 19 183 25 082

CGJR 42 37 44 48 51 59 72 104 n o 140 215 1

CGJW 765 884 1 053 1 051 1 357 1 615 1 607 2 055 2 665 2 651 3 233
CGJO 180 199 235 287 316 354 410 480 625 780 1 049 1

CGKA 219 236 282 359 432 500 576 726 898 1 218 1 768 ;

HHDE 685 791 933 1 073 1 223 1 357 1 540 1 819 2 296 2 890 3 755 ■
1

CGNR 48 50 31 31 54 91 156 176 237 266 255
C6NT 931 952 1 104 1 344 1 440 1 446 3  247 4 749 5 974 6  298 8 134 ;

HDKD • - * — - - 67 132 366 253
1

C6JV 156 161 185 206 230 246 264 320 357 393 537 1

CGJY 3  026 3  310 3 867 4 399 5 103 5 668 7 872 10 496 13 294 15 002 19 199

CGPZ 8  302 8 551 10 300 11 668 13 231 14 698 17 284 22 378 29 574 34 185 44 281 1

1
1

CGGL 5  384 5 840 7 145 7 478 8 142 8 820 10 154 14 448 21 513 22 440 29 041

1

. .
1

CGGI 332 311 331 338 360 374 423 513 629 709 867
4

CGGW 760 901 1 018 1 084 1 437 1 673 1 688 2 160 2 776 2 562 3 155
CGGG 149 169 201 238 270 303 340 415 540 675 840
CGHA 297 274 271 324 382 442 535 695 703 917 1 068 I
HBVH 338 359 414 468 514 549 601 718 998 1 479 1 846

HERS 214 228 271 369 319 288 288 353 431 491 478
ii
1

H H ll 363 373 505 475 579 696 2 521 3 245 4 272 5 182 6  351 i

CGGJ 180 188 179 177 169 195 220 411 434 703 1 029
CGGV 157 189 229 235 243 247 316 419 477 531 547

CGGY 2 790 2 992 3 419 3 708 4 273 4 767 6 932 8 929 11 260 13 249 16 181

CGQB 8  174 8  832 10 564 11 186 12 415 13 587 17 086 23 377 32 773 35 689 45 222

HCHL -1 0 8 -5 9 9 -7 1 2 -2 0 9 -14 210 -7 4 2 - 2  566 -5  233 -3  257 -3  959

CGI6 -2 9 0 -2 74 -2 8 7 -2 9 0 -3 0 9 -3 1 5 -351 -4 0 9 “519 -5 6 9 -6 52
i!
■ 1

HBTO 5 -1 7 35 -3 3 -8 0 -5 8 -81 -1 05 -1 11 89 78
l i
i ;

HDJA 31 30 34 49 46 51 70 65 85 105 209
HBYE -7 8 -3 8 11 35 50 58 41 31 195 301 700 B n

HHCW 347 432 519 605 709 808 939 1 101 1 298 1 411 1 909
p.i|

HERV -1 6 6 -1 7 8 -2 4 0 -3 3 8 -2 6 5 -1 97 -1 3 2 -177 -1 94 -2 2 5 -2 2 3
I'M
Fm

CGOD 568 579 ' 599 869 861 750 726 1 504 1 702 1 116 1 783

HDKH -1 8 0 -1 8 8 -1 7 9 -1 7 7 -1 6 9 -1 95 -2 2 0 -344 -3 0 2 -3 3 7 -7 7 6
CGIM -1 -2 8 -4 4 -2 9 -1 3 -1 -5 2 -9 9 -1 2 0 -1 3 8 -1 0 111

C6IK 236 318 448 691 830 901 940 1 567 2 034 1 753 3 018
y

HBZC 873 986 1 198 1 525 1 586 1 609 1 695 2 596 3 169 3 022 4 679

AIMG 128 -281 -2 64 482 816 1 111 198 -9 9 9 -3  199 -1  504 -941 1

A'fl

lnvi$ibl9S
Service

OtnVi
pnval*

Sea
Civil
Trtv
Fine

in ie rest.
Gene*'
PnvaK

Traflsfef
Gener
Privali

Total

Toial credi

DEBITS 
Imports (i

Invisibles
Services

Genei
Pnvat

Sei
Civ
Tra
Fm

Interest
Gene
Pfivai

Transle
Gene
Piivai

Total iinvi!

Total deb:

baunces
Visible ba

lnte»est
Gene
Prrvai

'fansle
Gene
PftVil

''‘'''Sibles



 ̂ ■

 ̂miUion

74 1975 1976

•80 19
^  25 082

110 140

2 651 
780 

1 218 
2 890

215

3 233 
1 049 
1768
3755

a ?  266 255
6 290 B i5

H 366 253
393 ^

^  15C02 19 199

574 34 185 44 281

513 22 440 29 041

709 867

3 155 
040

1 068
1 046

431 491 478
272 5 182 6 351

434 703 • 029
477 531 547

m  13 249 16 161

773 S  689 45 222

233 -3 257 *3 959

619 -569 -652

-223 
1 783

034

169

199

1 753

3 022

3018

4 679

Summary Tables

TABLE 1.3 CURRENT ACCOUNT Continued
£ million

CREDITS
Exports (f.o.b.)

Invisibles
Services

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Firtancial and other services

Interest, profits and dividends 
General government 
Private sector and public corporations 

Transfers
General government 
Private sector

Total invisibles

Total credits

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CGJP 31 682 34 981 40 470 47 147 50 668 55 330 60 698 70 263 77 988 72 678 79 422

CGJR 241 254 265 315 401 404 470 474 481 507 509

CGJW 3 433 3 149 3 804 3 816 3 784 3 267 3 054 3 253 3 271 3 230 3 341
CGJO 1 203 1 455 1 755 2 210 2 359 2 471 2 665 2 931 3 078 2 786 3 270
CGKA 2 352 2 507 2 797 2 961 2 970 3 188 4 003 4 614 5 442 5 553 5  237
HHDE 4 394 5 136 5 813 6 477 7 512 8 355 9 651 10 814 12 522 13 730 14 727

CGNR 385 692 816 946 971 979 764 817 735 764 932
CGNT 8 431 10 489 16 689 22 744 36 558 43 417 41 707 50 882 51 574 46 873 47 157

HDKD 298 439 550 958 1 675 2 154 2 235 2 392 1 870 2 138 2 271
CGJV 614 774 850 935 1 117 1 248 1 448 1 588 1 689 1 668 1 566

CGJY 21 351 24 895 33 339 41 362 57 347 65 483 65 997 77 765 80 662 77 249 80 010

CGPZ 53 033 59 876 73 809 88 509 108 015 120 813 126 695 148 028 158 650 149 927 159 432

DEBITS
Imports (f.o.b.) CGGL 34 006 36 574 43 868 45 794 47 318 53 112 61 773 74 843 80 334 81 394 89 584

Invisibles
Services

General government
Private sector and public corporations

CGGI 940 986 1 073 1 165 1 264 1 754 1 522 1 655 1 780 1 907 2 117

Sea transport CGSW 3 345 3 162 3 677 3 675 3 944 3 891 4 205 4 357 4 435 4 296 4 465
Civil aviation CGGG 984 1 173 1 462 1 839 1 966 2 172 2 345 2 694 2 925 3 200 3 764
Travel CGHA 1 186 1 549 2 109 2 738 3 272 3 640 4 090 4 663 4 871 6 083 7 255
Financial and other services HBVH 2 131 2 089 2 206 2 413 2 657 3 466 3 960 4 776 4 821 4 702 4 845

Interest, profits and dividends
General government HERS 565 650 681 895 940 1 092 1 189 1 327 1 478 1 669 1 977
Private sector and public corporations HHI I 7 986 9 725 15 619 22 991 35 379 41 858 38 435 45 939 48 031 40 889 40 589

Transfers
General government CGGJ 1 381 2 103 2 566 2 738 3 282 3 943 4 165 4 491 5 202 4 371 5 558
Private sector CG6V 659 901 1 044 1 139 1 057 1 200 1 179 1 261 1 436 1 615 1 782

Total invisibles CGBY 19 177 22 338 30 437 39 593 53 761 63 016 61 090 71 163 74 979 68 732 72 352

Total debits C60B 53 183 58 912 74 305 85 387 101 079 116 128 122 863 146 006 155 313 150 126 161 936

XLANCES
Visible balance HCHL -2 324 -1 593 -3  398 1 353 3 350 2 218 -1 075 -4 580 -2 346 -8 716 -1 0 162

Invisibles
Services

General government
Private sector and public corporations

CGIG -699 -732 -8 08 -850 -8 6 3 -1 350 -1 052 -1 181 -1 299 -1 400 -1 608

Sea transport HBTO 88 -1 3 127 141 -1 6 0 -624 -1 151 -1 104 -1 164 -1 066 -1 124
Civil aviation HDJA 219 282 293 371 393 299 320 237 153 -414 -494
Travel HBYE 1 166 958 688 223 -3 02 -452 -87 -4 9 571 -530 -1 018
Financial and other services HHCW 2 263 3 047 3 607 4 064 4 855 4 889 5 691 6 038 7 701 9 028 9 882

Interest, profits and dividends
General government HERV -180 42 135 51 31 •113 •425 -510 •743 •905 -1 045
Private sector and public corporations 

Transfers
CGQD 445 764 1 070 -247 1 179 1 559 3 272 4 943 3 543 5 984 6 568

General government HDKH -1 083 -1 664 -2  016 -1 780 -1  607 -1 789 -1 930 -2 099 -3 332 -2 233 -3 287
Private sector CGIM -45 -127 -194 -204 60 48 269 327 253 53 ■216

Invisibles balance CGIK 2 174 2 557 2 902 1 769 3 586 2 467 4 907 6 602 5 683 8 517 7 658ot which: private sector and public
corporations; services and IPD HBZC 4 181 5 038 5 785 4 552 5 965 5 671 8 045 10 065 10 804 13 002 13 814

Current balance AIMG -150 964 -4 96 3 122 6 936 4 685 3  832 2 022 3 337 •199 -2 504
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CAPITAL TRANSFERS

TRANSACTIONS IN EXTERNAL ASSETS A N D  LIABILITIES 0 )

Investm ent overseas by UK residents  
Direct 
Portfolio

Tota l UK investm ent overseas

Investm ent in the U nited  Kingdom by 
overseas residents  

Direct 
Portfolio

Tota l overseas investm ent in the UK

Foreign currency lending abroad by UK banks

Foreign currency borrow ing abroad by UK banks HCAF

1 H

TABLE 1.4 ANALYSIS OF CAPITAL TRANSACTIONS
(UK financial account and capital transfers)

£ million

1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976

AAA2

LIABILITIES (1 )

- • — — • - - -5 9 -7 5 - -

HHBV
CGOS

-3 8 6
86

-3 9 9
-6 5

-4 9 2
-2 3 9

-6 4 9
-4 8

-6 9 9
-1 3 2

-8 1 7
-4 5

-8 0 8
-6 0 3

-2  040  
276

-1  878  
725

-1  326  
-5 9

-2  419 
95

A INC -3 0 0 -4 64 -731 -6 9 7 -831 -8 6 2 -1  411 -1  764 -1  153 -1  385 -2  324

HHBU
H E YR

309
-88

354
-7

500
27

446
353

620
146

729
377

482
355

1 111 
584

1 881 
474

1 518  
194

1 653  
1 032

Net foreign currency transactions of UK banks

HCAM 221 347 527 799 766 1 106 837 1 695 2 355 1 712 2 685

HEZZ »  • 4  . 1  • •  . •  4 •  • 4  4 •  4 •

-

HCAF -1 92 36 -1 5 -3 8 472 481 471 1 359 806 545 322

HCAG -1 9 2 36 -1 5 -3 8 472 481 471 1 359 806 545 322

Sterling lending abroad by UK banks

Sterling borrow ing and deposit lieb ilities  
abroad of UK banks

Net sterling transactions of UK banks

HCAD -51 -7 4 -2 2 7 -2 6 0 -1 3 2 -1 6 5 -3 9 0 -1 5 2 -2 1 0 -1 84

HEPO 46 -1 2 3 -151 93 431 942 -1 9 3 252 731 305

HCAH -5 -1 9 7 -3 7 8 -1 6 7 299 777 -5 8 3 100 521 121

-6 54

-3 7 6

121 -1  030

Deposits w ith  and lending to banks abroad  
by the UK n o n -b an k  private sector HESZ

Borrowing from  banks abroad by 
UK n o n -b an k  private sector 
Public corporations  
G eneral governm ent

HCAN
HETH
HCAP

O ffic ia l reserves (additions to 
draw ings on ■•■) A l P A

O ther external assets of:
UK no n-b ank private sector and 

public corporations  
General governm ent

HETE
H E U J

O ther external liab ilities  of
UK n o n -b an k  private sector and 

public corporations  
G eneral governm ent

HETO
HCAR

NET TRANSACTIONS IN ASSETS A N D  LIABILITIES HEQU

EEA LOSS ON FORWARD CO M M ITM ENTS HCHF -1 0 5 -251

ALLOCATION OF SPECIAL DRAW ING RIGHTS HBUN 171 125 124

GOLD SUBSCRIPTION TO IMF HBWO -44 -3 8

1. Assets: increase-Zdecrease-*^. L iabilities: increase-^/decrease*

!

i
I
!

.  . .  4 4  * 4  4 .  . 4  4 .  . 4  • 4  . -3 7 9
I I

1

26 53 56 132 182 237 291 474 369 282 157 j|
16 15 - 60 28 64 280 299 822 1

- 5 — — — 8 168 100 -2 8
"

1,

1

282 319 114 -44 -1 2 5 -1  536 692 -2 2 8 -1 0 5 655

1

853
• 1 *

■i
1 :

122 -5 5 -2 1 8 -2 1 9 - n o -4 3 -3 0 9 -5 0 0 -8 1 5 -7 5

;|
-7 91  fj

-9 8 -9 5 -5 8 -1 1 6 -2 4 0 -1  217 535 -3 6 8 -5 5 0 -621 -6 6 7  jj
(
1 '

-9 -4 3 76 167 130 147 175 317 385 322

4

493  1

209 265 1 264 -6 9 7 -1  431 -6 5 4 -2 7 8 -2 3 3 858 -4 3 0 242
!l

12 166 653 -8 6 0 -8 8 8 -1  504 448 924 3 119 1 525 355 1'

TABLE

capitaltra

TflANSACTIO

invefl"'*''’
Direct
Poftlolio

ToWl

inveslff'*”
overt'

Oirecl
Portfolii

Tetil O'

Foreig'* Cl

foreign :i

Net foreir

Sterling li

Sterling t 
ibroed

Net sterti

Deposits 
by the

Borrewm 
UK noi 
Public 
Gener]

Oliiciel r 
drawin

Other exi 
UK noi 

pubi 
Generj

Other ex 
UK noi 

PubI 
*̂nerj
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CJI

ion

u 1975 1976

75

2  ■' 326 -2
®  -59

^  -1385 -2 324

[̂ 1 '5IB 1653
194 1032

*35 1712 2 665

)06 545 322

306 545 322

!10 -184 '654

)3l 3CK •376

j21 121 '1

-379

280
168

105

3te
858

119 1525 355

Summary Tables

TABLE 1.4 ANALYSIS OF CAPITAL TRANSACTIONS Continued
(UK financial account and capital transfers)

£ million

CAPITAL TRANSFERS

TRANSACTIONS IN EXTERNAL ASSETS AND LIABILITIES (1)

Investment overseas by UK residents 
Direct 
Portfolio

Total UK investment overseas

Investment in the United Kingdom by 
overseas residents 

Direct 
Portfolio

Total overseas investm ent in the UK

Foreign currency lending abroad by UK banks

Foreign currency borrowing abroad by UK banks HCAF

Net foreign currency transactions of UK banks

Sterling lending abroad by UK banks

Sterling borrowing and deposit liabilities 
abroad of UK banks

Net sterling transactions of UK banks

Deposits w ith  and lending to banks abroad 
by the UK non-bank private sector

Borrowing from banks abroad by:
UK non-bank private sector 
Public corporations 
General government

Official reserves (additions to 
drawings on +}

Other external assets of
UK non-bank private sector and 

public corporations 
General government

Other external liabilities of:
UK non-bank private sector and 

public corporations 
General government

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

AAAZ — — - — — - • - ■ . — •

lES (11

HHBV
CGOS

-2  399 
12

-3  520  
-1 073

-5  889 
-887

-4  866 
- 3  310

-6  005 
-4  468

-4  091 
-7  563

-5  417 
-7  193

-6  003 
- 9  866

-8  653 -11  525  
-1 9  440 -2 5  243

-1 5  372 
6 463

AINC -2  387 -4  593 -6  776 - 8  176 -1 0  473 - n  654 -1 2  610 -1 5  869 -2 8  093 -3 6  768 -8  909

HHBU
HEYR

2 546  
1 910

1 962 
-1 39

3  030  
1 549

4 355 
1 499

2 932 
323

3 027 
225

3 386 
1 888

-181  
1 419

4 213 4 176 
7 121 8 447

5 953 
10 805

HCAM 4 456 1 823 4 579 5  854 3 255 3  252 5 274 1 238 11 334 12 623 16 758

HEZZ -5 -1 6 3 -3 0  104 -2 9  835 -3 6  928 -1 6  498 -1 6  117 -9  357 -2 0  336 -4 8  020 -4 5  626

HCAF 1 051 -8 5 0 30 752 30 505 36 763 19 904 17 192 18 648 25 306 58 116 44 270

HCAG 1 046 -1 013 648 670 -1 65 3 406 1 075 9 291 4 970 10 096 -1  356

HCAD -3 83 -1  030 210 -2  778 -3  019 -4  019 -2  232 -4  933 -1  635 -5  955 -4  638

HERD 1 607 57 2 788 3 044 2 497 4 421 3 945 6 149 4 155 5 605 8 519

HCAH 1 224 -9 7 3 2 998 266 -5 2 2 402 1 713 1 216 2 520 -3 5 0 3  881

HESZ -9 54 -2 8 0 -1  138 -2  502 -1  864 -5 98 863 - 3  243 -1  251 -2  787 - 3  784

HCAN
HETH
HCAP

1 043  
-1 7 8  
-1 92

3 743 
-3 0  
100

1 654 
-1 66  

100

AlPA -9  588 2 329 -1  059 -291  2 419 1 421 607 908 -1 758 -2  891 -1 2  012

HETE
HEUJ

-1 38
-3 89

-4 5 9  -1  185 
-181  -137

-2 0 8  -1  021 
351 93

-1 5 3  1 285
-4 7 8  -7 43

521 1 893
-7 3 0  -5 1 0

672
-797

HETQ
HCAR

461
959

472
-6 9 8

605
-263

301
-554

119
350

602 1 497
78 1 423

NET TRANSACTIONS IN ASSETS AND LIABILITIES HEQU -3  892 -2  871 -7 43  -3  872 -7  395 -2  328 -4  310 -7  664 -9  074 -1 4  200 -1  039

EEA LOSS ON FORWARD COMMITMENTS  

ALLOCATION OF SPECIAL DRAWING RIGHTS

GOLD SUBSCRIPTION TO IMF

HCHF

l-BUN

HBWO

195 180 158

1. Assets: increase-Zdecrease-*- Liabilities increase-*-/decrease-

J

in f
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2 V isible trade

Sum m ary
The figures of v isib le  tra d e  cover, b road ly , goods leav ing  or 
e n te r in g  th e  U n ited  Kingdom  and  w hose o w n ersh ip  is t r a n s 
ferred betw een UK and  o verseas re s id e n ts . Goods tra n s fe r 
ring  ow nersh ip  w ith o u t leav ing  or e n te r in g  th e  U n ited  K ing
dom are  included p a r tly  here and  p a rtly  w ith in  'S e rv ices’ 
(see section  3).

The figures a re  based  on th e  Overseas Trade Statistics, 
w hich a re  com piled from HM C ustom s and  E xcise records. 
C erta in  a d ju s tm e n ts  a re  m ade for v a lu a tio n  and  coverage to 
b ring  them  to a b a lan ce  of p ay m en ts  b as is . The a d ju s tm e n t 
in respec t of gold h as  been rev ised  since  la s t  y e a r 's  P ink 
Book to tak e  accoun t o f th e  rev ised  p re se n ta tio n  o f tra d e  in 
gold in  Overseas Trade Statistics. T hese a d ju s tm e n ts  a re  de
scribed below, and  sum m arised  in  T able 2.1.

Detail

V aluation adjustm ents

Freight and insurance on UK im ports
Im ports in  th e  Overseas Trade Statistics  cover th e  va lue  of 
goods a s  th ey  a rriv e  in  th e  U n ited  K ingdom , in c lu d in g  th e  
cost o f fre ig h tin g  an d  in su rin g  th e  goods from th e  coun try  of 
consignm en t. T his is term ed  th e  cost, in su ra n c e  and  fre ig h t 
or 'c . i .r  value.

The value  requ ired  for b a lan ce  of p a y m e n ts  pu rposes is 
th ese  value  o f th e  goods a t  th e  po in t of ex p o rt, te rm ed  th e  
free on board  or 'f.o.b* value. T h is v a lu a tio n  is needed be
cause  fre ig h t and  in su ran ce  a re  tre a te d  as serv ices under 
ba lance  o f p ay m en ts  accoun ting  co n v en tio n s, and  p ay m en ts  
to o verseas re s id e n ts  under th e se  h ead in g s  a re  includer* in 
section  3. (Any p a y m e n ts  to UK re s id e n ts  for fre ig h t and 
in su ran ce  on goods im ported  to th e  UK a re  n o t a b a lan ce  of 
p ay m en ts  tra n sa c tio n .)  For fu r th e r  e x p la n a tio n  see 'S erv ices 
and  v a lu a tio n  o f UK v isib le  t r a d e ’ in  th e  n o tes  to section  3 
(page 19).

The fob value  of im ports  is o b ta in ed  by d ed u c tin g  th e  
e s tim a ted  va lue  of fre ig h t serv ices and  in su ra n c e  p rem ium s 
from th e  c.i.f. v a lu es  recorded in th e  Overseas Trade Statistics.

The to ta l cost o f fre ig h t serv ices for th e  sea legs of goods 
a rriv in g  by sea is e s tim a ted  from th e  a c tu a l fre ig h t ra te s  
app licab le  to a large  sam ple  of in d iv id u a l com m odities im 
ported  from various sources. For th e  land  legs, tra d e  d a ta  on 
fre ig h t ra te s  per tonne-k ilom etre , and  e s tim a te d  d is tan ces , 
a re  used . The to ta l cost of fre ig h t serv ices on im p o rts  a r r iv 
ing  by air is now derived  from in fo rm ation  on th e  e a rn in g s  of 
UK a ir lin e s  on goods im ported  to th e  U n ited  K ingdom  and 
th e  respective  to n n ag e  landed  by UK and  foreign a ir lin e s  a t  
UK a irp o rts . (This re p re se n ts  a change  in m ethodology since 
th e  la s t  ba lance  of p ay m en ts  e s tim a te s  w ere pub lished ; th e  
effect is to  in crease  th e  'f.o.b ' va lue  of im p o rts  in 1987 by 
abou t £300 m illion , and  to  reduce civil av ia tio n  d eb its  by the 
sam e am ount).

The Green Pound
The G reen M oney system  of th e  E u ro p ean  C o m m u n ity ’s 
Common A gricu ltu ra l Policy invo lves th e  p a y m e n t or rece ip t 
of m onetary  com pensato ry  am oun ts (M CA's) on in te rn a tio n a l 
tra d e  in m ost ag ricu ltu ra l products. A d ju stm en ts  w ere neces
sa ry  to  th e  v a lu a tio n  m ade by im p o rte rs  for th e  y e a rs  1973 
up to 1977 to en su re  consistency  w ith  th e  tre a tm e n t of 
M CA's w ith in  'T ransfers*. In M ay 1977 im p o rte rs  w ere n o ti
fied of th e  a p p ro p ria te  m ethod of v a lu a tio n . No a d ju s tm e n t 
h a s  been necessary  since then .

Valuation for duty
The Overseas Trade Statistics v a lu a tio n  of im p o rts  is based  on 
th e  price paid or p ay ab le  for th e  goods. T h is v a lu a tio n  is
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a p p ro p ria te  to  th e  b a lan ce  of p ay m en ts  accounts. In certa in  
cases, how ever, e.g. im p o rts  from re la ted  com panies, the  
Overseas Trade Statistics v a lu a tio n s  have in p a s t  y ea rs  e x 
ceeded th e  p rices paid . E s tim a te s  o f th e  am o u n ts  to be 
deducted have been derived  from a sam ple  e x a m in a tio n  of 
custom s e n try  forms.

C overage adjustm ents
The Overseas Trade Statistics  record a ll goods im ported , 
w h e th e r or no t in tended  for use in th e  U nited  Kingdom 
(a lthough  goods in  t r a n s i t  th rough  B ritish  po rts  are  not 
included).

The follow ing a d ju s tm e n ts  a re  m ade to th e  Overseas Trade 
Statistics to b rin g  them  onto  a b a lan ce  of p ay m en ts  basis.

Second-hand sh ips sold or purchased w h ilst abroad
Such sh ip s  a re  excluded  from th e  Overseas Trade Statistics. 
D e ta ils  ab o u t th e  am o u n ts  to be added  in respec t of both 
p u rch ases  and  sa le s  of second-hand  sh ip s  a re  derived from 
th e  G enera l R eg ister an d  Record Office of S h ip p in g  and 
S eam en , g o v ern m en t d e p a rtm e n ts  and  various tra d e  pub lica
tions.

Ships built and delivered abroad
C erta in  new  sh ip s  b u ilt ab road  for UK ow ners a re  delivered 
in th e  f irs t  p lace to o v erseas  ports. T hese p u rch ases  are  not 
a lw ays recorded in  th e  Overseas Trade Statistics. The d e ta ils  
are  o b ta in ed  from th e  sam e sources as for second-hand sh ips.

NAAFI
Goods ex p o rted  by th e  N avy , Arm y an d  A ir Force In s titu te  
for th e  use of UK forces abroad  are  included in  th e  Overseas 
Trade Statistics. S ince th ey  a re  for sa le  to UK re s id en ts  (as 
defined - see genera l d escrip tio n  of th e  accounts, page 3) 
th ey  a re  excluded  for b a lan ce  of p ay m en ts  purposes. The 
figures are  o b ta in ed  th ro u g h  re tu rn s  received from th e  In 
s titu te .

Goods not changing ow nership
The Overseas Trade Statistics  include re tu rn ed  goods, for e x 
am ple , item s such as co n trac to r 's  p la n t  tem p o rarily  leav ing  
th e  co u n try . E x cep t for d iam onds, th e  value  of th e se  goods is 
e s tim a te d  from cla im s m ade to HM C ustom s and  E xcise for 
ex em p tio n  from du ty  and  deducted from both im ports  and  
ex p o rts  according  to th e  tim e of im port. This probably  re 
su lts  in som e e rro r in  th e  tim in g  of ex p o rts , how ever, and  in 
th is  e v e n t th e  e rro r would be reflected in th e  b a lan c in g  item .

Other coverage adjustm ents
Gold. In th e  UK b a lan ce  of p ay m en ts  accounts gold is t r e a t 
ed as e ith e r  a com m odity or financia l a sse t. T ran sac tio n s 
assoc ia ted  w ith  com m odity gold a re  included under visible 
tra d e  in  th e  c u rre n t account, w h ils t th e  m ovem ents of gold 
as a fin an c ia l a s se t a re  include in  th e  cap ita l account. Be
cause  of a d m in is tra tiv e  and  p rac tica l reasons associated  
w ith th e  U K 's role as a  cen tre  for tra d e  in 'f in a n c ia l ' gold 
th is  tre a tm e n t differs from th e  In te rn a tio n a l M onetary 
F u n d 's  recom m endation  th a t  a ll tra n sa c tio n s  in  gold, o ther 
th a n  th a t  held  in th e  offical reserves, should be included in 
v isib le  trad e .

The figures of ex p o rts  and  im ports in th e  Overseas Trade 
Statistics now include only fin ished  m an u fac tu res  of gold e.g. 
jew e lle ry . P rev iously  th ey  also included physical m ovem ents 
in to  and  o u t o f th e  UK of gold coin, sem i-m anufactu red  gold 
and  som e bullion  m ovem ents, w hich w ere excluded in mov
ing  v isib le  tra d e  to a b a lan ce  of p ay m en ts  basis  by m aking  a 
n e t a d ju s tm e n t to im ports. The res tric tio n  of th e  ex p o rt and 
im port figures in th e  Overseas Trade Statistics to fin ished  
m an u fac tu res  of gold h a s  bee carried  back to ea rlie r  y ea rs ,
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leading to largely offsetting changes to both exports and 
im ports. However, th e  conceptual basis of the  balance of 
paym ents figures is not affected by th is  change in p resen ta 
tion. To achieve the coverage required for balance of pay 
m ents purposes, as well as the  trade in finished m anufac
tu res in th e  Overseas Trade Statistics , an ad ju stm en t is now 
made to exports to include the value added in refining gold 
and in the  production of proof coins, and to im ports to cover 
th e  value of gold used for finished m anufactures. The im port 
ad justm ent is based on commercial s ta tis tic s  on hallm arking  
of gold item s (published by the Assay Offices of G reat 
B ritain) and gold used in  o ther finished forms (e.g. e lectron
ics, den tistry ; published by Consolidated Gold Fields pic). 
O ther tran sac tions in gold w ith overseas residen ts, predom i
nan tly  those involving bullion, bullion coins and sem i
m anufactured gold item s (e.g. bars, rods, etc) are  regarded as 
being in gold held as a financial a sse t and are recorded in 
capita) transactions (see section 8).

Exports by letter post. The Overseas Trade Statistics do not 
include exports from the U nited Kingdom by le tte r  post. 
Inform ation about the  m ost im portan t elem ent of th is  trade, 
th e  export of books, is obtained from publishers and re ta il 
and wholesale booksellers. O ther details are derived from a 
sam ple inquiry m ade by the Post Office.

Additions and alterations to ships. C ertain  work carried out 
on UK-owned and registered sh ips in foreign yards, and on 
overseas-owned sh ips in UK yards, com prises additions and 
a ltera tions ra th er th an  repairs. Such work is properly re
garded as a com ponent of visible trade. For work on UK- 
owned sh ips an estim ate  is obtained from the quarterly  
inquiry on cap ital expend itu re  carried ou t by the D epart
m ent of Trade and Industry ; th is  estim ate  is an addition to 
the  im ports figure. An estim ate  for the work on overseas- 
owned sh ip s is derived by the D epartm ent of Trade and 
Industry  from various enquiries.

Forces parcels. Parcels sen t to and by UK forces overseas 
are recorded in the Overseas Trade Statistics.Since the  forces 
are UK residen ts (as defined - see page 5) theses parcels 
should be excluded for balance of paym ents purposes. The 
figures to be deducted are based on re tu rn s giving the num 
bers of such parcels. The average value per parcel is ob
tained from sam ple checks.

North Sea installations. Some goods imported directly from 
overseas to UK production sites in the  North Sea are om itted 
from the Overseas Trade Statistics. In addition it is som etim es 
necessary to make revisions to the value of im ported in
sta lla tions recorded in the  Overseas Trade Statistics. The in
formation to make these  coverage and valuation ad justm ents 
is obtained from quarterly  inquiries of the  petroleum  and 
natu ra l gas industry . Included w ith in  the ad justm ents are 
drilling rigs delivered abroad and not included in the  Over
seas Trade Statistics, de ta ils  of which are obtained from the 
sam e sources as for second-hand ships.

Three of the North Sea oil fields, Frigg, M urchison and 
Statfjord lie in both UK and non-UK w aters. Trade involving 
these fields is allocated according to determ inations of the 
respective shares of oil reserves. Thus only the U nited King
dom share of the value of goods delivered to any one of these 
fields from a foreign country will norm ally be included as an 
import; sim ilarly  only the non-United Kingdom share  of 
goods delivered from the U nited Kingdom to one of the  fields 
will be counted as an export. (A sim ilar procedure is fol
lowed for other balance of paym ents transactions.) Occasion
ally  there is a re-determ ination of the resources of a shared  
field. In these circum stances the contribution to (or reim bur- 
sm ent of) a proportion of the  developm ent costs has been 
treated as a purchase (or sale) of fixed asse ts  a t  the date  of 
the  re-determ ination and appears as an ad justm ent to im 
ports (or exports) of goods.

An ad justm ent to UK exports in 1976 has been made in 
respect of exports of pipe for one of the two pipelines from 
the Frigg field to the  U nited Kingdom. The field is in both 
UK and Norwegian w aters and one pipeline is trea ted  as

being in N orw egian ow nership  and th e  second a s  being in 
U nited  Kingdom ow nership .

Miscellaneous.This includes a varie ty  of ad hoc ad just
m ents. In p articu la r, the  figure for 1987 includes th e  reduc
tion (of £200 m illion) m entioned under 'T im ing basis  of the  
figures’, below.

R ecording o f exports
Some exporters and agen ts fail to subm it th e ir  docum ents or 
record incorrect valuations. I t  is possible on a sam ple  basis 
to check the custom s docum ents ag a in s t p re-sh ipm ent docu
m en ta tion , and to check the va luations recorded on th e  docu
m ents ag a in s t invoices. R egular assessm en ts of th e  quality  
of recording are m ade, resu lting  in  th e  n e t ad ju stm en ts  
show n. Before October 1981 th e  ad ju stm en ts  for m issing 
docum ents were estim ated  from a com parision of custom s 
docum ents w ith sh ip  and a irc ra ft m anifests.

Total allow ances for under recording are allocated  to the  
ind iv idual lines in Tables 2.2 and  2.3 pro rata to th e  reported 
values of exports.

Tim ing basis o f  the figures
To achieve consistency w ith th e  basis for e s tim a tin g  o ther 
coun tries ' e x te rn a l tran sac tio n s  - and the es tim a tes  of do
m estic tran sac tio n s  given in th e  na tional accounts - exports 
and im ports of goods should be recorded a t  the  tim e when 
the ow nership  of th e  goods change.

The com pilation of the  Overseas Trade Statistics is geared 
to th e  declara tions m ade by exporters and im porters which 
are received in th e  s ta tis tic a l office of HM C ustom s and 
Excise.

E xporters provide some inform ation before the goods are  
shipped. E xcept w here revenue or restric ted  goods are  con
cerned, exporters reg istered  w ith Custom s have th e  option of 
providing the full de ta ils  when they p resen t the  goods for 
sh ipm en t (export p re-entry) or of using th e  Sim plified C lear
ance Procedure (SCP). U nder SCP, provided a su itab le  pre- 
sh ipm en t advice has been p resen ted  in  lieu of the  export 
en try , a detailed  export declaration  m ust be se n t w ithin 
fourteen days of sh ip m en t d irectly  to th e  s ta tis tic a l office.

Before 1 October 1981, registered traders  were norm ally 
allowed fourteen days after sh ip m en t before a completed 
ex p o rt docum ent had to be p resen ted  a t  th e  ports, and there 
was a fu rther in te rva l before copies reached the s ta tis tic a l 
office. A djustm ents were introduced to take account on th is  
recording of expo rts  of th is  speeding up in th e  flow of export 
inform ation in October 1981. A sim ilar ad ju stm en t has been 
m ade for 1987, to reflect the  tem porary  reduction in the  
in te rva l betw een sh ip m en t and receipt of docum ents which 
occured in an tic ipation  of the  introduction of new recording 
and classification procedures in Jan u a ry  1988.

M onthly processing of the  export s ta tis tic s  begins a few 
days before the end of the  calendar m onth. Thus th e  figures 
for any  calander m onth re la te  on average to goods passing  
through the ports in a m onthly period ending about the  
m iddle of th a t  ca lendar m onth.

Im porters are usually  required to p resen t th e ir  docum ents 
before they can obtain  custom s clearance and remove the 
goods. Moreover, the  m onthly to tal for im ports includes 
those recorded in docum ents re la ting  to the  m onth which 
reach the s ta tis tica l office up to the  th ird  working day after 
the end of the  m onth. Thus the im ports s ta tis tic s  correspond 
closely to m ovem ents through the ports during  the calendar 
m onth.
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Visible trade
G eographical a n a ly sis
The a n a ly s is  given in  T able 2.2 of v isib le  tra d e  betw een  th e  
U nited  K ingdom  and  m ajor econom ic g roup ings is based  on 
th e  Overseas Trade Statistics w h ich , a p a r t  from a sm all 
am o u n t conveyed in  low value co n sig n m en ts  (in IBS’? con
s ig n m en ts  o f less th a n  £475 in va lue  each), a re  c lassified  by 
coun try  in d e ta il.

A d ju stm en ts  a re  app lied  to th e  tra d e  s ta t is t ic s  to b ring  
th e ir  coverage and  v a lu a tio n  on to  a b a lan ce  of p ay m en ts  
b as is . For only som e of th ese  a d ju s tm e n ts  is a coun try  
a n a ly s is  av a ilab le . For o th e r a d ju s tm e n ts , in p a r tic u la r  
fre ig h t on UK im ports , only rough e s tim a te s  can be m ade; 
fu rth e r  d e ta ils  a re  g iven  in 1981 and  e a rlie r  ed itio n s  of th is  
pub lica tion  along w ith  a review  of th e  d iffe ren t b ases  of 
geograph ica l a lloca tion  used. A m ore com plete d iscussion  of 
th e  geograph ical a n a ly s is  of th e  v isib le  tra d e  figures is g iven 
in an a rtic le  'How d iffe ren t m ethods of co u n try  a ttr ib u tio n  
affect tra d e  s ta t is t ic s ' by R W G reen in th e  21 A pril 1978 
issue of Trade and  Industry  and  an  a rtic le  'How U n ited  
K ingdom  o v erseas tra d e  is m easu red ' by G C Jo n e s  in British  
business for 8 M ay 1981.

The c o n s titu e n t co u n trie s  of th e  g roups an a ly sed  are  
show n on page 71.

C om m odity a n a ly s is
The a n a ly s is  in  T able 2.3 of v isib le  tra d e  by com m odity uses 
(except for defence eq u ip m en t - see below) s ta n d a rd  in te rn a 
tio n a l tra d e  c la ss ifica tio n  (SITC (Rev 3)) w hich rep laced  
SITC Rev 2 from 1 J a n u a ry  1988. F igu res for all th e  y ea rs  
a re  on th e  rev ised  c lass ifica tio n . Defence eq u ip m en t, how 
ever, co n tin u es  to  be included in section  9, as w as th e  case 
in SITC (Rev 2), ra th e r  th a n  in section  8 a s  la id  down in 
SITC (Rev 3).
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The com m odity h ead in g s show n correspond to  th e  follow
ing  SITC head in g s;

Food, b everages and tobacco S ections 0, 1

Basic m a te ria ls S ections 2, 4

Oil D ivision 33

O th er m in era l fuels and  
lu b rican ts D ivisions 32, 34, 35

S em i-m anufac tu red  goods Sections 5, 6

F in ish ed  m an u fac tu red  goods S ections 7, 8

C om m odities and  tra n sa c tio n s  
no t c lassified  according to  kind Section 9.

R eferences
M onthly  e s tim a te s  of th e  v isib le  tra d e  ba lance , seaso n a lly  
ad ju sted  and  on a b a lan ce  o f p ay m en ts  b as is , form p a r t of 
th e  c u rre n t acco u n t p ress  notice referred  to in  th e  in troduc
tion .

F igu res of im p o rts  (c.i.f.) and  ex p o rts  (f.o.b.) (no t ad justed  
to a ba lance  o f p a y m e n ts  b asis) a re  pub lished  each  m onth  in 
th e  Overseas Trade Statistics o f the United K ingdom . The 
m on th ly  se a so n a lly  ad ju s ted  figures, bo th  on an Overseas 
Trade Statistics b a s is  and  on a ba lance  oT p ay m en ts  b as is  are 
p u b lished  by th e  D e p a rtm en t of T rade and In d u stry  in th e  
M onthly Review o f  E xternal Trade Statistics. The v isib le  trad e  
s ta t is t ic s  are  a lso  th e  sub jec t of reg u la r a rtic le s  in British  
business and  a re  la te r  p resen ted  in sum m ary  form in th e  
M onthly Digest o f Statistics  and  th e  A n n u a l Abstract o f  S ta tis
tics. A nnual s ta t is t ic s  a re  also con ta ined  in an  a n n u a l ed i
tion  o f th e  Overseas Trade Statistics o f  the United Kingdom.
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TABLE 2.1 TRADE ON A BALANCE OF PAYMENTS BASIS

1
1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EXPORTS
Overseas Trade S ta tis tics  tf.o .b .) HSAA 31 921 35 280 40 400 47 054 50 38 1 55 314 60 590 70 373 78 263 72 834 79 852

Coverage adjustm ents
234 216Second-hand ships HBYK 177 175 272 222 338 205 202 191 101

NAAFI HCHl -40 -41 -42 -44 -43 -45 -46 -49 -51 -5 0 -55
Goods not changing ownership HCLJ -552 -647 -719 -854 -851 -940 -1 046 -1 269 -1 160 -1  124 - I  273
Other HOIH -5 5 (1 )  64 152 130 58 -37 92 60 51 53 -119

Total H6AB -470 -449 -337 -546 -498 -817 -798 -1 067 -1 059 -887 -1  231

Net adjustm ent fo r recording of exports HGAC 231 150 407 639 785 833 906 957 784 731 801

Balance of payments basis (f.o .b .) CGJP 31 682 34 981 40 470 47 147 50 668 55 330 60 698 70 263 77 988 72 678 79 422

IMPORTS
Overseas Tra'de S ta tis tics  (c.i.f.) HGAD 36 156 39 441 46 711 48 918 50 413 56 624 65 581 78 760 84 905 85 568 94 016

Valuation adjustm ents
Freight and insurance HSAF -1 871 -1 995 -2  430 -2  526 -2  665 -2  863 -3 on -3  440 -3  648 -3  466 -3  568
Green pound HOAG 30 — - • - — - • — — -

‘ Valuation to r dutyt HGAH -349 -303 -281 -145 • • • •
1
! Total
1

hCLT -2  190 -2  298 -2  711 -2  671 -2  665 -2  863 -3 on -3  440 -3  648 -3  466 -3  568
f
; Coverage adjustm ents
: Second-hand ships HBTY 31 22 81 54 79 33 58 79 44 no 259
; Ships delivered abroad CGER 428 346 225 131 177 154 125 331 98 65 24
j Goods not changing ownership HBYS -527 -621 -673 -828 -887 -984 -1 159 -1 304 -1 327 -1 367 -1 410
1 Other> HCOL 108 -316 235 190 201 148 179 417 262 484 263

! Totalf1
HGAI 40 -569 -132 -453 -430 -649 -797 -477 -923 -708 -864

1
Balance of payments basis (f.o .b.) C6GL 34 006 36 574 43 868 45 794 47 318 53 112 61 773 74 843 80 334 81 394 89 584

1. Includes a sm all va luation ad justm ent in respect o f parcel post

TABLE 2.2 TRADE ON A BALANCE OF PAYMENTS BASIS: GEOGRAPHICAL ANALYSIS
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EXPORTS

European Com m unity (1) HBYU 12 414 14 059 18 084 21 467 21 938 24 267 27 957 32 962 37 902 34 751 39 021
Other W estern Europe HCJD 3 852 3 632 4 766 5 581 5 054 5 282 6 021 7 072 7 547 7 157 7 788
North America HB2Q 3 768 4 209 4 763 5 279 7 125 8 360 9 524 11 465 13 292 12 120 12 992
Other developed countries HCIl 2 072 2 297 2 472 2 656 2 922 3 245 3 153 3 704 3 801 3 644 4 085
Oil exporting countries HDII 4 329 4 669 3 648 4 816 5 991 6 505 6 133 5 801 5 944 5 497 5 280
Rest o f world HOIW 5 247 6 115 6 737 7 348 7 638 7 671 7 910 9 259 9 502 9 509 10 256

Total CGJP 31 682 34 981 40 470 47 147 50 668 55 330 60 698 70 263 77 988 72 678 79 422

IMPORTS

European Com m unity (1) CGMC 14 223 16 545 20 793 20 710 21 853 25 442 30 417 36 060 39 958 43 162 48 031Other W estern Europe HBTS 4 174 4 524 5 886 5 805 6 132 6 614 8 372 10 696 11 473 11 318 12 327North America HCRB 4 584 4 949 5 818 6 819 6 838 7 480 8 462 10 411 10 936 9 418 10 140
Other developed countries HDJ(3 2 627 2 712 2 754 2 844 3 082 3 934 4 555 5 158 5 939 6 388 6 892Oil exporting countries HCPC 3 420 3 030 2 945 3 885 3 441 3 235 2 585 2 672 2 512 1 856 1 606Rest of world HCIF 4 978 4 814 5 672 5 731 5 972 6 407 7 382 9 846 9 416 9 252 10 588

Total CGGL 34 006 36 574 43 868 45 794 47 318 53 112 61 773 74 843 80 334 81 394 89 584

VISIBLE BALANCE

European Com m unity (1) HCKU -1 809 -2  486 -2  709 757 85 -1 175 -2  460 -3  098 -2  056 -8  411 -9  010Other W estern Europe HBZW -322 -892 -1 120 -224 -1 078 -1 332 -2  351 -3  624 -3  926 -4  161 -4  539North America HBYF -816 -740 -1 055 -1 540 287 880 1 062 1 054 2 356 2 702 2 852Other developed countries HBZO -555 -415 -282 -188 -160 -689 -1 402 -1 454 -2  138 -2  744 -2  807Oil exporting countries
^3 AA A a  . . .  _  J _.

HBVG 909 1 639 703 931 2 550 3 270 3 548 3 129 3 332 3 641 3 674Kest ot Nvorld HBXP 269 1 301 1 065 1 617 1 666 1 264 528 -587 86 257 -332
Total HCHL -2  324 -1 593 -3  398 1 353 3 350 2 218 -1 075 -4  580 -2  346 -8  716 -1 0  162

1 • Eigures for all years relate to  the eleven countries.
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Visible trade

TABLE 2.3 TRADE ON A BALANCE OF PAYMENTS BASIS: COMMODITY ANALYSIS

EXPORTS

Food.beverages and tobacco
Basic m a te ria ls
Oil
O ther m ine ra l fu e ls  and lub rican ts

S e m i-m a n u fa c tu re d  goods 
Finished m anu fac tu red  goods 
C om m od ities  and tra n sa c tio n s  not 

c la ss ifie d  accord ing  to  kind

Total

IMPORTS

Food,beverages and tobacco
Basic m a te ria ls
Oil
O ther m ine ra l fu e ls  and lub rican ts

S e m i-m a n u fa c tu re d  goods 
Finished m anu fac tu red  goods 
C om m od ities  and tra n sa c tio n s  not 

c la ss ifie d  accord ing  to  kind

Tota l

VISIBLE BALANCE

Food.beverages and tobacco
Basic m a te ria ls
Oil
O ther m ine ra l fu e ls  and lu b rica n ts

S e m i-m an u fa c tu red  goods 
Finished m anu fac tu red  goods 
C om m od ities  and tra n sa c tio n s  not 

c la ss ifie d  accord ing  to  kind

Tota l
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£ m illio n

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

HCIV 2 184 2 869 2 908 3 233 3 615 3 940 4 230 4 577 4 937 5 445 5 534
CGJX 996 1 066 1 320 1 495 1 351 1 387 1 653 2 069 2 199 2 109 2 252
CGOE 1 970 2 224 4 144 6 118 9 092 10 671 12 486 14 833 16 114 8 202 8 445
HOVE 113 140 166 296 509 551 602 457 662 462 302

HCJK 9 959 10 696 12 461 13 866 13 017 13 979 15 864 18 135 19 920 20 839 22 444

HBT6 15 608 17 026 18 488 21 009 21 880 23 334 24 283 28 420 32 319 33 616 38 213

HCOG 852 960 983 1 130 1 204 1 468 1 580 1 672 1 837 2 005 2 232

CGJP 31 682 34 981 40 470 47 147 50 668 55 330 60 698 70 263 77 988 72 678 79 422

HCJB 5 396 5 581 5 877 5 557 5 918 6 525 7 154 8 138 8 444 9 218 9 333
HCNN 3 532 3 294 3 694 3 499 3 411 3 428 4 194 A 975 4 908 4 500 4 974
CGOG a 744 4 211 A 881 5 810 5 986 6 032 5 514 7 901 8 013 4 146 4 261
HDVN 154 291 517 742 879 1 072 1 257 2 004 2 203 1 631 1 542

HBTK 8 449 9 534 11 846 12 515 11 605 12 980 15 755 18 330 19 849 21 451 24 023
HCJP 11 244 13 134 16 413 16 910 18 717 22 054 26 753 32 279 35 515 38 714 44 124

HBXN 486 527 640 761 801 1 021 1 146 1 216 1 402 1 534 1 327

CGGL 34 006 36 574 43 868 45 794 47 318 53 112 61 773 74 843 80 334 81 394 89 584

HBXU -3 212 -2 712 -2 969 -2  324 -2  303 -2  585 -2 924 -3 461 -3  507 -3 773 “ 3 799
HBUO -2 536 -2 228 -2 374 -2  004 -2  060 -2  041 -2 541 -2 906 -2 709 -2 391 -2 722
CGOI -2 774 -1 987 “ 737 308 3 106 4 639 6 972 6 932 8 101 4 056 4 184
HDVX -41 -151 -351 -446 -370 -521 -655 -1 547 -1 541 -1 369 -1 240

HCHB 1 510 1 162 615 1 351 1 412 999 109 -195 71 -612 -1 579
HDIU 4 364 3 892 2 075 4 099 3 163 1 280 -2 470 - 3  859 -3 196 -5 098 -5 911

HCLW 366 433 343 369 403 447 434 456 435 471 905

HCHL -2  324 -1 593 -3 398 1 353 3 350 2 218 -1 075 -4 580 -2 346 -8 716 -1 0 162

•  /

■ .Mi

I ^ I'H:

W , I
. . relating ' tions .
,.een UK »j
ins the Umlê
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3 Invisibles: services

Summary
This section covers the  provision of services by UK residen ts 
to non-residents and vice versa. Also included are tran sa c 
tions re la ting  to goods whose ow nership is transferred  be
tween UK and overseas residen ts w ithou t en te ring  or leav
ing the U nited Kingdom (and which do not appear in  section 
2). The following categories are d istinguished;

G eneral g o v e rn m en t - all UK governm ent tran sac tio n s 
not included elsew here, including those of its  em ployees 
stationed  abroad;
Sea transi>ort and Civil av ia tio n  - the  carriage of p a s
sengers and freight, the  chartering  and h iring  out of sh ips 
and aircraft, port services and th e  provision of fuel and 
other goods and services associated w ith the operations of 
ships and aircraft;
T ravel - goods and services provided to UK residen ts 
while they  are abroad and to foreign residen ts  in the 
U nited Kingdom;
Financial and  o th e r  serv ices - services provided by UK 
financial in stitu tio n s and consu ltan ts; o ther services pro
vided to and by UK com panies; services paid for by royal
ties; overseas students* and governm ents ' expend itu re  in 
the U nited Kingdom not included elsew here; and o ther 
m iscellaneous services.

Most services are valued by the paym ent made, inform a
tion being collected from e ither the  exporter or th e  im porter 
of the service. Exports of services rep resen t UK cred its and 
im ports represen t debits. For brevity , several of the  series 
are described below in term s of th e  paym ents received or 
made.

Detail
Services and the valuation o f UK visib le  trade
As explained in section 2, the  visible trade es tim a tes  cover 
im ports as they arrive in th e  U nited Kingdom valued f.o.b. 
( th a t is, a t the exporting  countries’ ports). This excludes the 
value of loss and dam age incurred en route to th e  U nited 
Kingdom.

For UK im porters who purchase goods f.o.b. and arrange 
transpo rt them selves, th e ir paym ent for the  goods a t  the 
exporting countries' ports comprises:

(i) the value included in the visible trade es tim ates  (which 
is net of subsequent loss and damage);
(ii) the  value of loss and dam age incurred en route.
In addition, such im porters bear the  costs of:
(iii) freight services outside the exporting countries;
(iv) insurance services (the excess of insurance prem ium s 
paid for the journeys over claim s made).
Where im porters purchase goods c.i.f. - th a t  is, on arrival 

in the U nited Kingdom - item s (ii) to (iv) are paid by the 
overseas exporters in the  first instance. The c.i.f. prices are 
se t accordingly, however; UK im porters are regarded as bear
ing the costs of item s (i) to (iv).

So, w herever ow nership of the goods is transferred , item s 
(ii) to (iv) represent costs to UK im porters additional to the  
visible trade en tries. Item (ii), paym ent for goods subse
quently lost or dam aged, is received by overseas exporters 
and so represents a debit en try  in the  balance of paym ents 
accounts. Item s (iii) and (iv), freight and insurance services, 
when provided by overseas residents, also rep resen t debit
entries; such services provided by UK residents give rise to 
no entries.

The es tim ates  of visible trad e  cover expo rts  valued f.o.b. 
By a s im ila r reasoning , overseas im porters m ust add itionally  
bear the  costs of fre igh t and in su rance  services for th e  jo u r
neys outside the U nited  Kingdom (the value of loss and 
dam age incurred en route is not add itional). Such services 
provided by UK residen ts  give rise to add itional c red it en 
trie s  in the  accounts.

When UK operators carry  UK im ports w ith in  th e  ex p o rt
ing country the f.o.b. value recorded under visible trade  
oversta tes th e  paym en t received for th e  goods by th e  ex 
porter, An offsetting  cred it en try  is therefore included under 
'Land transport*. S im ilarly , an offsetting  deb it en try  is in 
cluded for foreign o p era to rs’ carriage of UK exports w ith in  
the U nited Kingdom.

The trade s ta tis tic s  include the full values of UK im ports, 
even where the actual paym en t is reduced to take account of 
services provided by UK im porting  agen ts. The com m ision of 
these agen ts is therefore included as a cred it en try  under 
'O ther serv ices’. S im ilarly , the  com m ission of non-resident 
agen ts dealing  w ith UK ex p o rts  is included as a deb it en try .

G eneral governm ent (Table 3.2)
This head ing  covers:

(i) all exports and im ports of services by th e  UK govern
m ent, including its  em ployees sta tioned  abroad, un less 
these tran sac tio n s  are  ap p ro p ria te  to o ther item s in the  
accounts;
(ii) im ports of goods from non-U nited Kingdom sources to 
UK governm ent in s ta lla tio n s  abroad (except goods which 
have passed  through HM C ustom s and Excise and  have 
therefore been included as UK im ports in the  visible trade  
account).

The figures for UK governm ent expo rts  and im ports of 
services are  obtained from official sources including re tu rn s  
provided by governm ent d ep artm en ts .

Credits
E u ro p ean  C o m m u n ity  in s titu tio n s
These are services of th e  UK governm ent in collecting the 
UK contribu tions to th e  European Com m unity Budget, and 
those provided a t  th e  site  of th e  C om m unity 's Jo in t Eu
ropean Torus project in O xfordshire.

US fo rces ' e x p e n d itu re
These are goods and services supplied  by th e  UK govern
m ent to th e  U nited S ta te s  forces sta tioned  in the  U nited 
Kingdom.

O th e r m ilita ry  rece ip ts  by UK g o v e rn m e n t
This item  includes receip ts for:

(i) certain  goods supplied  w ith in  the U nited  Kingdom to 
th e  U nited S ta tes  governm ent.
(ii) contribu tions from overseas governm ents tow ards com
mon defence projects (included n e t since 1983);
(iii) contribu tions from other NATO countries tow ards the 
cost to the  U nited Kingdom of using m ilitary  facilities in 
M alta un til 1978;
(iv) services provided in the  U nited Kingdom and e lse
where to overseas residen ts by the services departm en ts, 
for exam ple m ilitary  tra in in g  schem es.

O th e r rece ip ts
These are for goods and services which the governm ent pro
vides to overseas residen ts under its  economic aid pro
gram m es and which are  then  offset under economic g ran ts , 
m iscellaneous goods and services supplied by the UK gov
ernm ent to overseas countries and th e  reim bursem ent from 
other member s ta te s  of the  European Com m unity for t r e a t
m ent given by the NHS to th e ir nationals.

19



I .V

'" -v-' ■ ¥ •  '1

f ^ ' - .

Services
D ebits
Military expenditure
T his item  includes ex p e n d itu re  on:

(i) th e  serv ices of locally engaged  s ta ff  o f UK m ilita ry  
bases abroad;
(ii) co n trib u tio n s  to w ard s com m on defence p ro jects (to 
1982 - see cred its);
(iii) goods and  serv ices provided to UK forces by local 
res id en ts ;
(iv) food, eq u ip m en t, fuel and  serv ices p u rch ased  locally;
(v) th e  use by th e  U n ited  K ingdom  of m ilita ry  fac ilitie s  in 
M alta  up to 1978.

The item s a re  recorded p a r tly  on a n e t b a s is , t h a t  is a fte r 
deducting  rece ip ts  a r is in g  locally  and  rece ip ts  a r is in g  both 
from the m ost recen t A nglo-G erm an offset ag ree m e n t and 
from th e  H ong Kong defence costs ag reem en t.

A dm inistrative, diplom atic, etc. expenditure
Goods and  serv ices provided by local re s id e n ts  to UK em 
b ass ies , H igh C om m ission offices, co n su la te s  and  th e  B ritish  
Council accoun t for m ost o f th is  head ing . T his h ead in g  also 
includes th e  se rv ices o f locally  engaged  sta ff, goods and  
serv ices provided by local re s id e n ts  to UK d ip lo m atic  and  
o th e r n o n -m ilita ry  p ersonnel s ta tio n e d  o v erseas  and  re im 
b u rsem en t to o th e r  m em ber s ta te s  of th e  E u ro p ean  Com m u
n ity  in  resp ec t o f m edical t r e a tm e n t g iven  to UK n a tio n a ls .

P rivate sec to r  and public corp oration s

S ea  transport (Table 3.3)
E x p o rts  o f UK o p era to rs  co n s is t of fre igh t serv ices on UK 
ex p o rts  (bu t n o t im p o rts  - see 'S erv ices and  th e  v a lu a tio n  of 
UK v isib le  tra d e ',  above) and  on c ro ss-trad es (i.e. tra d e  be
tw een  co u n trie s  o th e r th a n  th e  U n ited  K ingdom ), th e  c a r
riage of o v erseas  p a sse n g e rs  and  th e  p rov ision  to  them  of 
goods and  serv ices, and  th e  c h a rte r in g  o f sh ip s  to non
res id en ts . E x p o rts  a lso  include fuel and  o th e r su p p lie s  pu r
chased  in th e  U n ited  K ingdom  by o v erseas  o p era to rs .

C onversely , im p o rts  com prise fuel an d  o th e r  goods p u r
chased  abroad by UK o p era to rs , th e ir  c h a r te r in g  of sh ip s  
from n o n -resid en ts , an d  th e  ca rriag e  by n o n -res id en t oper
a to rs  of UK im ports  (bu t n o t ex p o rts) and  UK p assen g ers .

Ships ow ned or chartered-in by UK residents
(For sh ip s  tim e ch a rte red -o u t ov erseas , only th e  c h a r te r  fee
is included here)

S ta tis tic s  re la tin g  to UK o p era to rs  a re  provided by th e  
G eneral Council o f B ritish  S h ip p in g  (GCBS), w hich  conducts 
in q u irie s  in to  its  m em bers ' p a rtic ip a tio n  in o verseas trad e . 
R ecent in q u irie s  covering  all GCBS m em bers have been 
m ade every  four y e a rs  (the la te s t  in  re sp ec t of 1986), from 
w hich th e  final re su lts  a re  now inco rpo ra ted . S am ple  in q u ir
ies are  m ade in  th e  in te rv en in g  y ea rs . The sam ple  re su lts  
a re  grossed up on th e  assu m p tio n  th a t  th e  ex p erien ce  o f th e  
com panies included  in th e  sam ple  is ty p ica l of th e  UK 
sh ip p in g  in d u s try  a s  a w hole, w ith  a p p ro p ria te  ad ju s tm en ts  
for any  changes in  th e  size o f fleet.

The serv ices of offshore supp ly  v esse ls  a re  n o t included in 
'S ea  tra n sp o r t ' b u t in  'F in a n c ia l and  o th e r services*.

Credits. F re ig h t e a rn in g s  include voyage c h a r te r  receip ts. 
Time c h a rte r  rece ip ts  include rece ip ts  for leasing .

The value  o f serv ices provided to  o verseas p assen g ers  
com prises fares and  p a sse n g e rs ' ex p e n d itu re  on board sh ip . 
Since UK o p era to rs  a re  n o t ab le  to d is tin g u ish  betw een fares 
received from UK and  o verseas re s id en ts , fa res  collected 
abroad a re  tak en  as an  e s tim a te  o f fa res  received from over
seas  re s id en ts  (p assen g er revenue  collected ab road  from UK 
res id en ts  is th o u g h t to  be sm all and  is assum ed  to  be 
coun ter-balanced  by th a t  collected in th e  U n ited  Kingdom  
from foreign re s id en ts ) . An e s tim a te  o f p a sse n g e rs ' e x p e n 
d itu re  on board sh ip  is added, ta k in g  th e  o verseas residents* 
p ropo rtiona te  sh a re  o f th e  to ta l to  be th e  sam e a s  for fares.
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Debits. D isb u rsem en ts  abroad  include p ay m en ts  for b u n k 
ers , can a l dues, th e  m a in te n an ce  o f shore  e s ta b lish m e n ts , 
po rt ch a rg es , agency fees, h an d lin g  charges, crew s' ex p en 
d itu re , p ilo tag e  and  tow age, re p a ir  work, sh ip s ' sto res, ligh t 
dues, o th e r  m isce llaneous p o rt ex p en d itu re  abroad  and 
w ages o f n o n -re s id en t crew  paid  ab road . C h a rte r  p ay m en ts  
include p ay m en ts  for leasin g , ch a rte red , ra th e r  th a n  th a t  of 
its  ow ner.

Ships operated by overseas residents
Credits. T hese co n s is t of d isb u rse m e n ts  in th e  U nited  K ing
dom by o verseas o p e ra to rs . E s tim a te s  of th e  d ifferen t types 
of e x p e n d itu re  a re  m ade by th e  D e p a rtm en t of T ran sp o rt 
u sing  th e  re su lts  of occasional in q u irie s  and  reg u la r re tu rn s  
from a v a rie ty  of sources. E x p en d itu re  for po rt charges, 
tow age, h a n d lin g  costs an d  o th e r po rt-re la ted  ex p en d itu re  
w as su rveyed  in 1979-80 by th e  N a tio n a l P orts Council and 
crew s' e x p e n d itu re  in  1978 by th e  Im m igra tion  Service. Reg
u la r re tu rn s  a re  received on p ilo tage  from th e  P ilo tage Com
m ission , on lig h t dues from T rin ity  H ouse, on rep a irs  from 
th e  B u sin ess  S ta tis tic s  Office, on sh ip s  sto res from HM 
C ustom s and  E xcise  and  on b u n k ers  from both th e  D epart
m en t of E nergy  (to n n ag e  d a ta )  and  tra d e  sources (price 
da ta).

Tim e c h a r te r  p a y m e n ts  m ade to UK res id en ts  are  in 
cluded u n d e r 'S h ip s  ow ned or ch a rte red -in  by UK re s id e n ts '.

Debits. E s tim a te s  o f fre ig h t serv ices on UK im ports pro
vided by o v erseas  re s id e n ts  tak e  a s  th e ir  s ta r t in g  po in t the  
e s tim a te s  of to ta l fre ig h t serv ices on th e  sea  legs of UK 
im ports described  in  section  2. (P rior to 1982 th ese  to ta ls  
included som e ch a rg es  for lan d  legs.) GCBS e s tim a te s  o f th e  
e lem en t provided by U K -operated  sh ip s  (includ ing  voyage 
c h a rte r  rece ip ts) a re  th e n  deducted .

E s tim a te s  of p a sse n g e r fa res  pa id  to overseas opera to rs 
are  derived  m a in ly  from th e  re su lts  of th e  In te rn a tio n a l 
P assen g er S urvey  w hich  is described  in  th e  notes below on 
'Travel*. P assen g er fares paid  to o verseas o p era to rs  for fly- 
c ru ises, how ever, to g e th e r w ith  o th e r ex p en d itu re  by UK 
p assen g e rs  on board  o v e rseas  sh ip p in g , is included b u t not 
se p a ra te ly  id en tified  in  'T rav e l' deb its .

C ivil av ia tion  (Table 3.4)
The ex p o rts  o f UK a ir lin e s  com prise th e  ca rriag e  of overseas 
p assen g ers  to , from or o u ts id e  th e  U n ited  Kingdom  and  the 
provision  to  them  of goods and  Services, th e  carriage  of UK 
ex p o rts  (b u t not im p o rts  - see Services and  th e  v a lu a tio n  of 
UK v isib le  trade*, above) and  cro ss-trades and  th e  ch a rte rin g  
of a irc ra f t to  n o n -res id en ts . E xports  also include a irp o rt 
charges, fuel and  o th e r su p p lies  pu rchased  in  th e  U nited  
Kingdom  by o v erseas  a ir lin e s .

D ebits include e x p e n d itu re  abroad  by UK a ir lin e s  on fuel, 
a irp o rt charges, c rew s' ex p en ses , c h a rte r  p ay m en ts , etc. 
They a lso  include p ay m en ts  to overseas a irlin es  for th e  
carriage  etc of UK im p o rts  (but no t exports) and  UK m ail; 
and  for th e  ca rriag e  o f UK p assen g ers  on fligh ts to and  from 
th e  U n ited  K ingdom , and  on o th e r overseas fligh ts included 
in th e  price of th e  tic k e t for th e  jo u rn ey  to or from the 
U nited  K ingdom  (the  ca rriag e  of UK p assen g ers  on o ther 
overseas flig h ts  is included  under 'T ravel').

UK airlines
The tra n sa c tio n s  of UK a ir lin e s  are  derived from re tu rn s  
supp lied  by th e  a ir lin e s .

Credits. P assen g e r revenue  re la te s  to all ticke ts  sold o u t
side th e  U nited  K ingdom  and used on B ritish  a irc ra ft, to
g e th e r w ith  rece ip ts  from ca rry in g  p assen g e rs ' excess bag
gage and  vehicles. (A recen t exercise  by B ritish  A irw ays has 
d em o n stra ted  th a t  th e  value  of tick e ts  sold overseas to UK 
re s id en ts  is roughly  coun ter-balanced  by sa le s  in th e  U nited  
Kingdom  to o verseas residen ts).

O th er revenue com prises receip ts from carry ing  overseas 
a irm a ils , rece ip ts  from th e  c h a rte r  or h ire  of a irc ra ft, gross 
receip ts o f sum s due from overseas a ir lin e s  under pooling
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a r ra n ^ m e n ts  and for services such as consultancy and e n 
gine overhaul.

Debits. D isbursem ents abroad include a irpo rt land ing  fees, 
o ther airport charges, handling  charges, pu rchases of fuel 
and stores, charter paym ents, crew s’ expenses, th e  operating  
costs of overseas offices, cor.imission to agen ts , advertising , 
se ttlem en ts of sum s due to overseas a irlines under pooling 
arrangem ents and o ther m iscellaneous expend itu re  abroad.

Overseas
Credits. These com prise expenditu re  in th e  U nited  Kingdom 
by overseas a irlines on landing fees, o ther a irp o rt charges, 
handling  charges, purchases of fuel and sto res, crew s' e x 
penses, office ren ta ls  and expenses, sa la rie s  and  w ages of 
s ta ff a t UK offices, com m issions to agen ts and  advertising . 
The estim ates are based on inform ation from UK oil com
panies on bunkers supplied to overseas a irlin es; re tu rn s  from 
the Civil Aviation A uthority , B ritish  A irports A uthority  and 
m unicipal a irports on th e ir receipts from overseas a irlines 
for a ir traffic control, land ing  fees and o ther a irp o rt charges; 
and inform ation supplied  to the  Civil A viation A uthority  by 
th e  m ajority of large overseas a irlin es  operating  in the  U n it
ed Kingdom on th e ir o ther UK expenses.

Debits. The inform ation on fares paid by UK passengers to 
overseas a irlines is derived from the In te rn a tio n a l Passenger 
Survey; see notes on ’ Travel* below. An am ount is added for 
the  estim ated  expenditu re  of UK residen ts on flights be
tw een the U nited Kingdom and th e  Irish  Republic, which is 
not covered by the survey. Up to 1979 only paym ents for 
flights im m ediately to and from th e  U nited  Kingdom are 
covered. (The 1980 figure on th is  basis is £720 million).

E stim ates of overseas a ir lin e s’ freigh t on UK im ports are 
derived by sub tracting  from the es tim a tes  of to ta l freight on 
im ports arriv ing  by a ir  (which have been revised, see section 
2), the  elem ent provided by UK airlines (estim ates of which 
have also been revised). The net effect of these  two revisions 
is to reduce the estim ate  of th is  item  by about £200 m illion 
in  1987. O ther debits comprise paym ents to overseas a irlines 
for carry ing  UK airm ails  as reported by th e  Post Office to 
the  Civil Aviation A uthority.

Travel (Table 3.5)
This covers goods and services provided to UK residen ts 
during  trip s  of less th an  one year in overseas countries, and 
provided to overseas residen ts during  sim ila r trip s  in the  
U nited Kingdom. The figures are n e t of any purchases m et 
out of money of a local source. The figures exclude tran sp o rt 
to and from th e  U nited Kingdom; these  services, w here they  
affect the  balance of paym ents, are included in 'Civil av i
ation ' and 'Sea tran sp o rt'. The figures however include 
tran sp o rt services provided overseas to UK residen ts th a t  
are not already included in the  price of th e  ticket for the  
journey to or from the U nited Kingdom; and sim ilar tra n s 
port services provided to overseas residen ts w ith in  the U n it
ed Kingdom.

The estim ates are based prim arily  on the In terna tiona l 
Passenger Survey, which provides inform ation on the ex p en 
diture of overseas v isitors to the  U nited Kingdom and of UK 
residents travelling  abroad. The survey does not cover the 
expenditure of UK residents v isiting  the Irish  Republic or 
the  expenditure of Irish  residents v isiting  the U nited King
dom. E stim ates of th is  expenditure are derived from s ta tis 
tics published by the Irish C entral S ta tis tics Office.

The survey d istingu ishes several purposes of v isit. In
Table 3.5, all except 'business’ have been combined under
the heading 'le isu re '. The m ain purposes included in  th is
category are holidays, visits to friends and re la tives and
S t u d y .  A l l  o v e r s e a s  v i s i t o r s  s t a y i n g  o v e r n i g h t  i n  t h e  U n i t e d

Kingdom en route to other destina tions have been included 
under 'leisure '.
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Services
Financial and other serv ices (Table 3.6)

UK financial and allied institutions
These are , broadly , in s titu tio n s  whose service ea rn in g s com
prise com m issions, brokerage and  arb itage  earn ings. The 
service ea rn ings are  included n e t of any  overseas expenses 
by th e  in s titu tio n s  concerned. The ea rn in g s of securities 
dealers are included p artly  here and p artly  under "o ther 
services" (q.v.).

O verseas receip ts and paym en ts of financial in s titu tio n s  
o ther th an  for services are  included in section 5. These 
include the profits of and d iv idends from overseas b ranches, 
subsid iaries and associa tes, income from portfolios of over
seas investm en ts and n e t receip ts of in te re s t. Table 6.1 
brings together, from th e  various p a rts  of the  cu rren t ac
count, th e  to ta l n e t overseas ea rn in g s of UK financial and 
allied in stitu tio n s .

Insurance underwriters and brokers
Underwriters* services are m easured by n e t prem ium s from 
overseas ( th a t is, prem ium s received less claim s paid), less 
overseas expenses.

This accords w ith in te rn a tio n a l recom m endations - which 
recognise, however, th a t  th e  prem ium s received and the 
claim s paid in any  period m ay not re la te  to the  sam e risks. 
The balance of prem ium s received over claim s paid  in a 
given period conceptually  com prises th ree  e lem en ts. The 
first is a service charge th a t  is bu ilt in to  prem ium s paid in 
th e  period. The second is a variab le  gain  or loss (due to 
claim s in th e  period being less or more th a n  those expected 
when the prem ium s were set). The th ird  is a con tribu tion  to 
the  change over th e  period in  th e  am ount held ag a in s t future 
claim s (the size of th is  contribu tion  depends on the tim ing  
differences betw een prem ium  receip ts and claim s paym ents; 
it can be considerable for life in su rance , for exam ple). These 
elem ents cannot be d istingu ished  in the  availab le  d a ta .

All n e t p rem ium s for the  cargo insu rance of UK exports 
(but none for im ports) are  included, irrespective of who pays 
the prem ium s (see 'Services and th e  va lua tion  of UK visible 
tra d e ’, above).

The figures for L loyd's underw riters are  based on d a ta  
supplied by th e  Corporation of Lloyds; they  also include 
receipts for m anagem ent services provided to overseas mem
bers of Lloyds synd icates. The figures for insurance com
panies are based on d a ta  supplied  by th e  A ssociation of 
B ritish  In su rers for y ea rs  up to 1986 (incorporating  the 
revisions described in Economic Trends for M arch 1988, page 
73). The figure for 1987 is a projection.

Brokers' services are m easured by n e t brokerage earn ings 
on business w ritten  in foreign currencies, and s te rlin g  busi
ness known to re la te  to overseas residen ts. E stim ates  are 
based on re tu rn s  made to the  D epartm en t of Trade and 
Industry .

Banks
UK banks' services include those giving rise to

(i) com m issions for cred it and bill tran sac tio n s  such as 
advising, opening and confirm ing docum entary cred its, col
lection of bills, etc;
(ii) n e t receip ts on foreign exchange dealing;
(iii) com m ission on new issues of overseas securities; and
(iv) banking  charges, fees and com m issions in respect of 
cu rren t account operations, executor and tru stee  services, 
portfolio m anagem ent, com m itm ent fees, guaran tees, secu
rities  tran sac tio n s  and sim ila r services.
E stim ates are based on inqu iries carried ou t by th e  Bank 

of England in respect of 1986, 1987 and some earlie r years. 
M anagem ent services provided to and by overseas offices are 
not included here bu t under 'O ther services provided by/to 
UK com panies to/by related  concerns'.
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Services
Com m odity traders and export houses
T his e n try  in c lu d es  b rokerage  se rv ices by UK com m odity 
tra d e rs  o th e r th a n  oil co m p an ies , for p h y sica l tra d e  in  com
m odities ( in d u s tr ia l raw  m a te r ia ls  and  p rim ary  foodstuffs); 
and  e a rn in g s  from m erch an tin g .

Also inc luded  a re  th e  n e t flows a r is in g  from th e  d ea lin g s  
o f UK re s id e n ts  on foreign fu tu re s  m a rk e ts , and  th e  d ea lin g s  
o f o verseas re s id e n ts  on UK fu tu re s  m ark e ts . The Hows 
com prise com m issions received  by m em bers of th e  m ark e ts  
(th rough  whom  fu tu re s  c o n tra c ts  a re  bough t and  sold) p rem i
um s paid  foi ’o p tio n s ' (i.e. th e  r ig h t to tak e  up fu tu re s  
co n trac ts  a t  a fixed  p rice  d u rin g  a g iven  period  ah ead ) and  
th e  s e ttle m e n t o f 'd iffe ren ces ' (i.e. th e  g a in s  or lo sses caused  
by ch an g es in  price w hile  fu tu re s  c o n tra c ts  a re  held).

The e s tim a te s  a re  p rov ided  by th e  B ank of E n g lan d , and  
for 1974-79 a re  b ased  p rim a rily  on a su rv ey  of th e  in v is ib le  
e a rn in g s  o f th e  p rin c ip a l UK com m odity  m a rk e ts  w hich th e  
B ank carried  o u t for th re e  y e a rs  from m id-1974. An a l
low ance is m ade in  re sp ec t o f o th e r com m odities n o t covered 
by th e  su rv ey , based  on b road  in d ic a tio n s  from som e o f th e  
tra d e  a sso c ia tio n s  concerned . E s tim a te s  h av e  been  m ade for 
1980 onw ards u s in g  in fo rm atio n  on to ta l tu rn o v e r (in  value  
te rm s) on th e  London com m odity  fu tu re s  m ark e ts .

Also covered is th e  b rokerage  se rv ice  provided  by UK firm s 
in  resp ec t of th ird -co u n try  tra d e  in  goods o th e r  th a n  com 
m odities. E s tim a te s  o f th e  p ro fits  a re  b ased  on occasional 
su rv ey s  ca rried  o u t by th e  B ritish  E x p o rt H ouses A ssoci
a tio n . The la te s t  su rv ey  a n a ly se d  is  in  re sp ec t o f 1977. 
P ro jections for la te r  y e a rs  a re  based  on tre n d s  in  th e  value  
o f world trad e .

Other brokers, etc.
T his com prises th e  follow ing th re e  item s (w hich  a re  

show n se p a ra te ly  in  T ab le  6.1). The e s tim a te s  a re  a ll su p 
plied  v ia  th e  B ank  of E n g lan d .

Baltic Exchange. B rokerage an d  o th e r serv ices o f m em bers 
o f th e  E xchange; for c h a r te r in g , sa le s  and  p u rch ases  of sh ip s  
and  a irc ra ft, and  m isce llan eo u s asso c ia ted  ac tiv itie s . E s t i 
m a tes  a re  provided  by th e  E x ch an g e . E a rn in g s  on th e  E x 
ch an g e 's  com m odities sec tion  a re  included  u n d er 'C om m odity  
t r a d e r s ’ and  excluded  here .

Lloyd's Register o f  Sh ipp ing . E a rn in g s  from fees charged  for 
sh ip  c la ss if ic a tio n s  and  o th e r  re la te d  serv ices.

Other 6ro^ers.C om prise;
(i) th e  n e t e a rn in g s  o f se c u ritie s  d e a le rs  from com m issions 
(and, up to 1982, th e  e a rn in g s  o f Stock E x change  b rokers 
from  fees, a rb itra g e , u n d e rw ritin g  c a p ita l issu es  and  m a n 
ag ing  in v e s tm e n t portfo lios for o v e rseas  c lien ts). Up to  th e  
f irs t  q u a r te r  o f 1986 re tu rn s  w ere m ade by broker m em 
bers to th e  Stock E x ch an g e . P en d in g  th e  e s ta b lis h m e n t of 
a new  rep o rtin g  sy s tem  covering  a ll se cu ritie s  d ea le rs , 
w hich w ill re flec t th e  reo rg an isa tio n  of th e  Stock E x 
change  follow ing d e reg u la tio n , new  e s tim a te s  a re  incor
po ra ted  for la te r  periods. T hese a re  based  on d a ta  on 
global e a rn in g s  and  e s tim a te s  of com m ission  ra te s  an d  th e  
sh a re s  of com m issions e a rn e d  from o v erseas c lien ts ;
(ii) th e  n e t rece ip ts  o f foreign  ex ch an g e  b rokers (based  on 
p u b lished  accoun ts) ;
(iii) th e  e a rn in g s  o f gold and  s ilv e r bu llion  d ea le rs  (based  
on ex ch an g e  contro l records).

UK consu ltancy firm s
C om prises th e  o v erseas  e a rn in g s , n e t  o f o v erseas  ex p en ses , 
o f those  id en tified  c la sse s  o f UK firm s w hose m ain  o verseas 
e a rn in g s  a re  from co n su ltan cy  and  design  work. The figures 
include th e  p ro fits  o f o v e rseas  offices in  som e cases. The 
consu ltancy  e a rn in g s  o f o th e r  UK firm s (w hich a re  s u b s ta n 
tia l)  a re  included  in d is tin g u ish a b ly  e lsew h ere  in  th e  ac
coun ts.

A nnual e s tim a te s  of th e  n e t e a rn in g s  of Consulting en
gineers, Chartered surveyors and  M anagem ent and  economic 
consultants a re  su p p lied  by p ro fessional asso c ia tio n s
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(A ssociation  of C o n su ltin g  E n g in eers , Royal in s ti tu tio n  of 
C h a rte red  S urveyors, M an ag em en t C o n su ltan c ies  Associ
a tion ). E s tim a te s  o f th e  gross e a rn in g s  of Process engineers 
for design  work a re  provided by th e  in d iv id u a l firm s (no 
a llow ance h as  been  m ade for assoc ia ted  o v erseas  e x p e n 
d itu re , a p a r t  from a n y  recorded under 'T ravel') . E s tim a te s  up 
to 1977 of the  e a rn in g s  of Solicitors a re  based  on VAT re
tu rn s ; e s tim a te s  for la te r  y e a rs  a re  based  on su rv ey s held in 
re sp ec t of 1980, 1986 and  1987 (in w hich am o u n ts  forw arded 
to b a r r is te r s  w ere included). The Other identified (n.e.i) ca te 
gory com prises a n n u a l e s tim a te s  provided by th e  N a tio n a lis 
ed In d u s tr ie s  O v erseas G roup for those  of its  c u rre n t m em 
b e rsh ip  w hose e a rn in g s  a re  not included  e lsew here ; e s ti
m a te s  o f th e  e a rn in g s  of a rch ite c ts ; and  a no tional am ount 
covering  m isce lleneous p ro fessional ea rn in g s .

Telecommunications and postal services
C om prises in te rn a tio n a l te lep h o n e , te leg rap h , te lex  and  su r
face m ail serv ices. F ig u res  a re  supp lied  by B ritish  Telecom 
pic and  th e  P ost Office.

Film s and telev ision
The figu res are  derived  from th e  D e p a rtm e n t o f T rade and 
In d u s try  a n n u a l in q u ir ie s  in to  o verseas tra n sa c tio n s  in  re
sp ec t o f p roduction  costs , ro y a ltie s , re n ta ls  and  p u rch ases  of 
c in em a to g rap h  film s te lev is ion  m a te ria ls . A deduction  is 
m ade to  e lim in a te  th e  overlap  betw een  th is  in q u iry  and the 
p u rc h a se s  and  sa le s  o f exposed  c in em ato g rap h  film s includ
ed in  e x p o rts  and  im p o rts  of goods.

North Sea oil and g a s com panies
The m ain  com ponen ts o f th e  c red it item  are  work done 
o v erseas  by U K -ow ned d rillin g  rigs and  offshore supply  
b o a ts  an d  by UK se ism ic  su rv ey  co n trac to rs , serv ices pro
vided by UK re s id e n ts  to  th e  ow ners of foreign d rillin g  rigs, 
th e  t r e a tm e n t  o f N orw egian  oil and  gas a t  th e  Seal S ands 
and  S t. F ergus te rm in a ls  and  th e  tra n sp o r tin g  of N orw egian 
gas to  th e  la t te r  te rm in a l and  rece ip ts  of th e  UK com pany 
o p e ra tin g  th e  M urch ison  field from th e  N orw egian p a rtn e rs  
in re sp ec t o f th e ir  s h a re  o f th e  o p e ra tin g  costs o f th e  field.

T he d eb it item  com prises serv ices such as th e  h ire  of 
d r illin g  rig s and  m a rin e  su p p o rt vesse ls , co n su ltan cy , d iv ing  
and  su rv e y s . The U n ited  K ingdom ’s sh a re  of th e  develop
m en t costs of th e  N orw egian  opera ted  F rigg  and  S tatfjord  
fie lds is included  h e re  to th e  e x te n t  th a t  th is  ex p en d itu re  
c a n n o t be a lloca ted  to  v isib le  tra d e .

T hese se rie s  exc lude  item s w hich a re  m ore a p p ro p ria te  to 
and  a llo ca ted  to , o th e r  item s in  th e  b a lan ce  o f p ay m en ts  
accoun ts  (for ex am p le , fre ig h t serv ices on ex p o rted  goods).

T he e s tim a te s  a re  based  on in fo rm ation  supp lied  by com
p an ie s  c lassified  to th e  in d u s try  (C lass 13 of th e  S tandard  
In d u s tr ia l C lassifica tio n , 1980).

Land transport - freight
C red its  com prise  th e  e a rn in g s  of UK road h a u lie rs  for the 
ca rriag e  o u ts id e  th e  U n ited  K ingdom  of UK ex p o rts  (bu t not 
im p o rts  - see 'S erv ices and  th e  v a lu a tio n  of UK visible 
tra d e ',  above) and  for ca rry in g  cross-trades. An e n try  is also 
included  for th e ir  e a rn in g s  from ca rry in g  UK im ports w ith in  
th e  e x p o rtin g  co u n tries . E s tim a te s  of tonne-k ilom etres are 
derived  from th e  In te rn a tio n a l Road H aulage Survey, and 
fre ig h t ra te s  a re  e s tim a te d  from tra d e  sources.

D eb its  include p a y m e n ts  to a ll overseas land  tra n sp o rt 
o p e ra to rs  for th e  ca rriag e  o f UK im ports betw een  th e  ex p o rt
ing  co u n trie s  and  th e  U nited  K ingdom . E s tim a te s  are  made 
by su b tra c tin g  from th e  e s tim a te  of to ta l fre ig h t on im ports 
for lan d  legs (as described  in  section  2) an  e s tim a te  o f the 
e le m e n t provided by UK o p era to rs  (derived as for credits). 
P rior to 1982 som e o f th e se  p ay m en ts  w ere included under 
'S ea  tra n s p o r t '.  D eb its  also  include an e s tim a te  of th e  e a rn 
ings o f o verseas road h au lie rs  for ca rry in g  UK ex p o rts  and 
im ports  w ith in  th e  U nited  K ingdom , based  on various sour
ces.
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Credits and debits paym ents in respect of lorries en te ring  
or leaving th e  U nited Kingdom via the  N orthern Ireland 
Land Boundary are excluded.

The d isbursem ents abroad by UK road hau liers, and in 
the U nited Kingdom by overseas road hau liers, are  included
w ithin ’T ravel’.

A dvertising
The credits series rep resen ts  advertising  services provided 
for non-residents by UK new spapers and o ther m edia and by 
advertising  agencies and is based on inform ation published 
by Media E xpenditure A nalysis Ltd.

Royalties, etc and other services
S eparate  figures are shown for tran sac tio n s  w ith re la ted  and 
unrelated  overseas concerns. Related concerns are overseas 
p a ren t com panies, b ranches, subsid iaries and associates. (A 
w idening of the  defin ition  of associates occurred in 1979.)

The estim ates for Royalties cover am ounts payable or re 
ceivable by UK residen ts (other th an  banks, insurance com
panies and, up to 1983, oil com panies) for the rig h t to use 
processes and o ther inform ation; for exam ple royalties, licen
ces to use p a ten ts , trade  m arks, designs, copyrights, etc.; 
m anufacturing  righ ts and the use of technical ’know-how’; 
am ounts payable or receivable in respect of m ineral royal
ties; and royalties on p rin ted  m atte r, sound recordings and 
perform ing rights.

Film royalties are  included under 'F ilm s and telev ision '. 
R oyalties incorporated in the  contract prices of UK exports 
and im ports are  included under 'V isible tra d e ’.

Other services com prise the  overseas services tran sac tio n s 
of UK com panies no t covered in the  sep ara te  service ca te
gories shown elsew here in section 3.

Services provided to or by related concerns will cover both 
am ounts charged for general m anagem ent expenses and 
those charged for specific services. The es tim ates  exclude

(a) up to 1983, th e  transac tions of UK oil com panies and
(b) th e  tran sac tio n s re la tin g  to specific services shown 
elsew here in  section 3 (e.g. process engineers) which are 
included w ith in  the re levan t service.
Up to and including 1983, the  es tim ates  of services pro

vided to or by unrela ted  concerns include royalites, and 
services tran sac tions w ith related  concerns, of UK oil com
panies (other th an  North Sea oil and gas com panies - see 
above). The la tte r  have now been reallocated to th e  appro
priate headings for 1984 and la te r years. This d iscontinu ity  
in coverage should be borne in m ind when m aking com pari
sons before and after 1984.

The estim ates are  derived from an annual inquiry held by 
th e  D epartm ent of Trade and Industry . The la te s t com pre
hensive resu lts  re la te  to 1986. E stim ates for 1987 have been 
made by projecting the 1986 figures on the basis of in itia l 
re tu rns from th e  1987 survey. The estim ates of tran sac tions 
with unrelated  concern are supplem ented by d a ta  obtained 
from specialist com puter firm s, auction houses and indiv id
ual com panies, and new estim ates of th e  earn ings (other 
than  commissions) of securities dealers, based on inform a
tion on th e ir to ta l earn ings and assum ed proportions earned 
from overseas residents.

Expenditure in the United Kingdom by overseas students
The figures are  obtained by applying estim ates of average 
fees and other expenditure to the num bers of overseas s tu 
dents of various types who are funded from overseas and in 
the  U nited Kingdom for twelve m onths or more. (The expen
diture of overseas studen ts in the  U nited Kingdom for shor
te r periods is included in 'T ravel' credits.) The figures in 
clude the fees and o ther expenditure of pupils in UK private 
schools. E stim ates of s tu d en t num bers, fee levels and aver
age expenditures are provided by the B ritish  Council and 
various educational bodies.

Services
Expenditure in the United Kingdom by overseas em bas
sies, etc.
Com prises th e  cost of opera ting  and  m a in ta in in g  Common
w ealth  High Com m ission offices, foreign em bassies and con
su la te s  in th e  U nited  Kingdom, including  th e  personal ex 
pend itu re  of d ip lom atic staff; and sim ila r expend itu re  by the 
UK offices of non-territo ria l o rgan isa tions. The e s tim a tes  are 
based on inform ation in respect of 1984 supplied  by certa in  
em bassies and on th e  num bers of d ip lom ats sta tioned  in the  
U nited Kingdom. E stim ates  for o th e r y ea rs  take  account of 
inform ation supplied  by certa in  overseas countries; and on 
changes in th e  num bers of d ip lom ats and in UK prices.

Expenditure in the United Kingdom by US bases and 
forces (n.e.i.)
Com prise th e  personal ex p en d itu re  of these  forces and the 
purchases from th e  p riv a te  sector of goods and services by 
m ilitary  es tab lish m en ts  located in th e  U nited  Kingdom. 
(Purchases from th e  UK governm ent are included under Gov
e rn m en t services.) The figures are derived from inform ation 
provided by U nited  S ta tes  m ilita ry  au th o rities .

Com m issions on UK imports
A gents ' services to supp lie rs  and  after-sa les services pro
vided by trad ers  w ith sole concessions in  certa in  products. 
The e s tim a tes  are m ade by ap p ly in g  ap p ro p ria te  percentages 
to the  c.i.f. values of im ports of various com m odities; these  
percen tages are derived from sam ple su rveys conducted by 
C ustom s and Excise; th e  la te s t re la te s  to 1980.

M iscellaneous
M iscellaneous cred its include th e  ea rn in g s of foreign workers 
working tem porarily  overseas, subscrip tions to UK profes
sional associations, a con tra-en try  for g ran ts  given by the 
UK G overnm ent which are sp e n t on services, o ther th an  
education, in the  U nited  Kingdom, and o th e r m inor receipts.

M iscellaneous deb its com prise e s tim a te s  of th e  value of 
services provided to UK com panies by unrela ted  overseas 
concerns and o ther m iscellaneous paym en ts. The es tim a tes  
are based on exchange control records up to 1979 and up
dated  using  various sources, includ ing  th e  annua l survey 
undertaken  by th e  D epartm en t of Trade and Industry  (see 
'R oyalties etc and o ther serv ices', above).

Loss/damage to UK imports
This is the  value of loss and dam age incurred en route by 
UK im ports. It also includes, in d is tingu ishab ly , insurance 
services on UK im ports provided by overseas in su rers  (see 
'Services and the valuation  of UK visible trad e ', above). The 
estim ate  com prises insu rance prem ium s paid on UK im ports, 
less insurance services (prem ium s less claim s) on UK im 
ports provided by UK insurers.

R eferences
Sea transport. An annua l an a ly s is  describ ing the in te rn a 

tional ac tiv ities of th e  UK sh ipp ing  industry  is published by 
the D epartm en t o f T ransport as a s ta tis tic s  bu lletin .

Civil aviation. Inform ation is published by the Civil Avi
ation A uthority  in CAA M onthly Statistics and CAA A nnua l 
Statistics.

Travel. A rticles appear regu larly  in British Business and 
the Employment Gazette and full re su lts  of surveys are pub
lished in B usiness M onitors MQ6 and  M AS.

Other services. The resu lts  of the  annua l inquiries into 
royalties, etc., services rendered betw een related  com panies 
and film s and television appear regularly  in artic les in Brit
ish Business and are published in g rea ter detail in B usiness 
M onitor M A4.
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Services

TABLE 3.1 SERVICES SUMMARY

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CREDITS

DEBITS

BALANCES

G eneral g o ve rn m e n t 
P rivate se c to r and pub lic  co rp o ra tio n s  

Sea tra n s p o rt 
C iv il a v ia tio n  
Trave l
F inancia l and o th e r se rv ices

O vera ll ba lance

CGIG -69S -7 3 2 -8 0 8 -850 -8 6 3 -1  350 -1  052 -1  181 -1 299 -1  400 -1 608

HBTO 88 -1 3 127 141 -1 6 0 -624 -1 151 -1  104 -1 164 -1  066 -1 124

HOJA 219 282 293 371 393 299 320 237 153 -414 -494

HBYE 1 166 958 688 223 -3 0 2 -4 5 2 -87 -49 571 -530 -1 018

HHCW 2 263 3 047 3 607 4 064 4 855 4 889 5 691 6 038 7 701 9 028 9 882

CGIN 3 037 3 542 3 907 3 949 3 923 2 762 3 721 3 941 5 962 5 618 5 638

TABLE 3.2 GENERAL GOVERNMENT

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CREDITS

European C o m m un ity  in s t itu t io n s
US fo rce s ' expend itu re
O ther m ilita ry  rece ip ts  by UK gove rnm en t
O ther rece ip ts

CGPJ
HCPF
HCOJ
HCOO

78
40
63
60

94
55
47
58

115
33
41
76

112
76
43
84

122
71

114
94

150
72
93
89

148
115
104
103

186
134
58
96

157
142
78

104

157
190
49

111

127
219

56
107

T o ta l c re d its C6JR 241 254 265 315 401 404 470 474 481 507 509

DEBITS

M ilita ry
German Federal R epublic 
O ther

A d m in is tra tiv e .d ip lo m a tic .e tc

HCKJ
HONK
HCKE

541
259
140

549
284
153

648
256
169

749
240
176

758
304
202

848
689
217

886
386
250

873
513
269

872
620
288

1 041 
578 
288

1 123 
669 
325

T o ta l d eb its CGGl 940 986 1 073 1 165 1 264 1 754 1 522 1 655 1 780 1 907 2 117

BALANCE CGIG -699 -7 3 2 -8 0 8 -850 -8 6 3 -1 350 -1 052 -1  181 -1 299 -1  400 -1  608

r •
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Sh'P«owned
General g ove rnm e n t CGJR 241 254 265 315 401 404 470 474 481 507 509 1

II  —  « a r f l G

Private se c to r and pub lic  co rp o ra tio n s II ô y
Sfid trfinsD o rt CGJW 3 433 3 149 3  804 3 816 3 784 3 267 3 054 3 253 3 271 3 230 3 341 1

bI   ̂ t

C ivil a v ia tio n CGJO 1 203 1 455 1 755 2 210 2 359 2 471 2 665 2 931 3 078 2 786 3 270 1 | |  opef**"’S ‘

T ravol CGKa 2 352 2 507 2 797 2 961 2 970 3 188 4 003 4 614 5 442 5 553 6 237 1 11 Fretg"’ °
a a B  t r  B  a

F inancia l and o th e r se rv ices HHDE 4 394 5 136 5 813 6 477 7 512 8 355 9 651 10 814 12 522 13 730 14 727 I I I  Freigf'i °
I I I

T o ta l c re d its CGJZ 11 623 12 501 14 434 15 779 17 026 17 685 19 843 22 086 24 794 25 806 28 084 I I I  Time charts

Total

General g o ve rn m e n t CGGl 940 986 1 073 1 165 1 264 1 754 1 522 1 655 1 780 1 907 2 117 1 1 m  cargo
Private se c to r and p u b lic  co rp o ra tio n s  

Saa transD ort CGGW 3 345 3 162 3 677 3 675 3 944 3 891 4 205 4 357 4 435 4 296 4 465 1 1 operating
C iv il a v ia tio n CGGG 984 1 173 1 462 1 839 1 966 2 172 2 345 2 694 2 925 3 200 3 764 1 1 Freight <
T ravsl cgha 1 186 1 549 2 109 2 738 3 272 3 640 4 090 4 663 4 871 6 083 7 255 1 1 Freight i9 9 0  9  9 0  m

F inancia l and o th e r se rv ices HBVH 2 131 2 089 2 206 2 413 2 657 3 466 3 960 4 776 4 821 4 702 4 845 1 tt Time chart

T o ta l d eb its CGGZ 8 586 8 959 10 527 11 830 13 103 14 923 16 122 18 145 18 832 20 188 22 446 1 H Total

Ships ooeiated

Disburserr

Total credits

DEBITS

Ships owned

Dry cargo

Disbureei 
Charter [

Total

Wet cargo

(disburse 
Charter j

Total

operate

f̂eight 0
f̂oight 0

Ult oasse

Total

Total

ŜUNCEs

®'̂ 6d,

" te ,aiei
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48i
3 271 
3 078
5 442 

'2 522

507

3 230
2 786
5553 

’3 730

50S

3 34! 
3 270 
6 237 

'4 727

^  S8Ce 28

’ 760 : 9C7 2 117
4 435 
2 925

4 296 
32CO

4 465 
3 7644 871 6 083 7 255

4 821 4 702 4 845

18 832 20 188 22 445

-1 299 -1400 -1 606

•1 154 -1C66 -1 124
153 -414 -494
571 -530 -1 018

7 701 9 028 9 682

5 962 5 618 5 538

TABLE 3.3 SEA TRANSPORT

CREDITS

Ships owned o r c h a iie re d - in  by UK residents 

Dry cargo

O perating earnings
Freight on UK exports 
Freight on c ross-trades  
Overseas passenger revenue 

Tim e cha rie r rece ip ts from  overseas

Total

Wet cargo

O perating earnings 
Freight on UK exports 
Freight on c ross-trades  

Tim e charter rece ipts from  overseas

Total

Ships operated by overseas residents

D isbursem ents in the U n ited  Kingdom

Tota l cred its

1977 1978 1979 1980 1981 1982 1983 1984 1985

£ m illion

1 9 8 6 1987

HECV 528 459 461 462 372 428 369 417 494 393 385
HDVI 558 520 516 616 637 650 539 624 608 696 814
HCOD 162 170 202 237 242 316 354 393 499 514 520
HDP2 395 294 300 268 240 172 97 118 131 115 123

HEDB 1 643 1 443 1 479 1 583 1 491 1 566 1 359 1 552 1 732 1 718 1 842

HEIX
HECX
HDUS

37 
1 036 

217

48
907
219

63 
1 296 

349

84
1 160 

317

73 
1 117 

382

65
653
243

79
666
224

125
684
118

75
517
128

69
613
119

32
637
124

HEIH 1 290 1 174 1 708 1 561 1 572 961 969 927 720 801 793

HBUD 500 532 617 672 721 740 726 774 819 711 706

CGJW 3 433 3 149 3 804 3 816 3 784 3 267 3 054 3 253 3 271 3 230 3 341

J

DEBITS

Ships ow ned o r cha rte red -in  by UK residents 

Dry cargo

D isbursem ents overseas 
Charter paym ents overseas

Total

W et cargo

D isbursem ents overseas 
Charter paym ents overseas

Total

Ships operated by overseas residents

Freight on UK im ports 
Freight on UK im ports 
UK passenger revenue

Total

dry cargo 
w et cargo

Tota l debits

b a l a n c e s

Ships owned o r cha rte red -in  by UK residents HDDS

Ships operated by overseas residents 

Overall balance - Sea transport

HDNP 849 759 782 878 852 961 1 117 1 no 1 190 1 060 1 161
HCMW no 101

.77 88 105 159 no 109 127 164 190

HDPT 959 860 859 966 957 1 120 1 227 1 219 1 31? 1 224 1 351

HDSl 583 480 664 604 710 477 432 369 221 188 227
HDJX 727 615 650 546 518 473 493 550 436 570 557

HDUL 1 310 1 095 1 314 1 150 1 228 950 925 919 657 758 784

HCJO 860 1 020 1 268 1 380 1 550 1 584 1 792 1 882 2 094 1 926 1 997
HCNJ 170 140 168 97 123 147 168 225 237 259 186
HDJK 46 47 68 82 86 90 93 112 130 129 147

HCPH 1 076 1 207 1 504 1 559 1 759 1 821 2 053 2 219 2 461 2 314 2 330

CGGW 3 345 3 162 3 677 3 675 3 944 3 891 4 205 4 357 4 435 4 296 4 465

HDDS 664 662 1 014 1 028 878 457 176 341 478 537 500

HBVD -576 -675 -887 -887 -1 038 -1 081 -1 327 -1 445 -1 642 -1 603 -1 624

HBTO 88 -13 127 14! -160 -624 -1 151 -1 104 -1 164 -1 066 -1 124
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TABLE 3.4 CIVIL AVIATION

CREDITS

UK a ir lin e s
Overseas passenger revenue
Fre ight on UK e xp o rts  and c ro s s -tra d e s
O ther

HEFF
HCIM
HBWB

Tota l HDJW

Overseas a ir lin e s ' d isb u rse m e n ts  in  UK HDJY

T o ta l c red its CGJO

DEBITS

UK a ir lin e s ' d isb u rse m e n ts  overseas H BU T

Overseas a ir lin e s  
UK passenger revenue 
F re ight on UK im p o rts  
O ther

HEAD
HBTI
HCRA

Tota l H D IX

T o ta l d e b its CGGG

BALANCES

UK a ir lin e s  
Overseas a ir lin e s

HCJX
HCOU

O vera ll ba lance  - C iv il a v ia tio n HDJA

TABLE 3.5 TRAVEL

CREDITS

Business
Leisure

HCOL
HB2E

Tota l CGKA

DEBITS

Business
Leisure

HBUF
HCKH

T o ta l C G H A

BALANCES

Business
Leisure

HBWP
HDJF

O vera ll ba lance  - Travel HBYE

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

690 847 901 1 004 1 026 1 119 1 304 1 560 1 749 1 653 1 911
134 149 129 154 134 129 145 175 180 209 230
28 65 84 97 98 113 132 118 119 113 125

852 1 061 1 114 1 255 1 258 1 361 1 582 1 853 2 048 1 975 2 266

351 394 641 955 1 101 1 110 1 083 1 078 1 030 811 1 004

1 203 1 455 1 755 2 210 2 359 2 471 2 665 2 931 3 078 2 786 3 270

515 623 773 905 935 1 003 1 074 1 249 1 399 1 354 1 478

393 459 582 791 903 1 016 1 126 1 240 1 296 1 651 2 074
71 86 102 136 122 148 138 198 222 184 198

5 5 5 7 6 5 7 7 8 11 14

469 550 689 934 1 031 1 169 1 271 1 445 1 526 1 846 2 286

984 1 173 1 462 1 839 1 966 2 172 2 345 2 694 2 925 3 200 3 764

337 438 341 350 323 358 508 604 649 621 788
-1 1 8 -1 5 6 -4 8 21 70 -5 9 -1 8 8 -367 -496 -1  035 -1 282

219 282 293 371 393 299 320 237 153 -414 -494

£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

499 530 600 735 763 794 961 1 091 1 293 1 552 1 632
1 853 1 977 2 197 2 226 2 207 2 394 3 042 3 523 4 149 4 001 4 605

2 352 2 507 2 797 2 961 2 970 3 188 4 003 4 614 5 442 5 553 6 237

304 342 447 521 610 683 805 984 1 075 1 131 1 317
882 1 207 1 662 2 217 2 662 2 957 3 285 3 679 3 796 4 952 5 938

1 186 1 549 2 109 2 738 3 272 3 640 4 090 4 663 4 871 6 083 7 255

195 188 153 214 153 111 156 107 218 421 315
971 770 535 9 -455 -5 6 3 -243 -1 5 6 353 -951 -1  333

1 166 958 688 223 -3 0 2 -4 5 2 -87 -49 571 -5 3 0 -1  018
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north Sea oil and gas c 
Land transport * IreighI 
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Other 
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Other
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•^rerseas students 
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TABLE 3.6 FINANCIAL AND OTHER SERVICES
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CREDITS

078

931

249

445

694

984

614

811

2 786

’ 004 

3 270

M7S

1 651 2 074 
184 193

'5 2 6  1 846 2 235 

2 9 5  3 200 3 764

604 649 621 788
367 -496 -1 035 -1282

237 153 -414 -494

£ imUi®”

1985
1987

1293
4 149

5 442

1552
4 00'

5 553

1632 
4 605

6 237

l075 
3 795

,̂ i '3'^' '3' 5 938

487'

4

6

352

3'5

2'8 ,951 ^
353

UK financia l and a llied  in s titu tio n s  
(net c red itsH 11(2)

Insurance underw rite rs  
Insurance brokers

Banks
Com m odity traders and export houses 
Other brokers, etc

Total

UK consultancy firm s 
(net c red itsM I)(3 )

Consulting engineers 
Process engineers 
S o lic ito rs  and barristers

M anagem ent and econom ic consu ltan ts  
Chartered surveyors 
O ther iden tified  (n .e .i.)

Total

Telecom m unications and posta l services
Films and te lev is ion
North Sea o il and gas com panies
Land transport - fre ig h t
Advertis ing

Royalties, etc. from :
Related concerns 
O ther concerns

Other services provided by UK com panies to  
Related concerns 
O ther concerns (4)

Expenditure in the U nited K ingdom  by: 
Overseas s tuden ts  - fees 
Overseas s tuden ts  - o ther 
Overseas embassies, etc 
US bases and fo rces(n .e .i.)

Commissions on UK im ports  
M iscellaneous cred its

Total cred its

HC^DH

DEBITS

Telecom m unications and posta l services 
Films and te levis ion 
North Sea o il and gas com panies 
Land transport - fre ig h t

Royalties, etc. to;
Related concerns 
Other concerns

Other services provided to  UK com panies 
by related concerns 

M iscellaneous debits 
Loss/damage to  UK im ports

Tota l debits

BALANCE

-49

lo ^ n th T n i!  recorded net o f th e ir overseas expenses. F inancial and consu ltancy services provided by overseas
7 T ? i R ?  ̂ ^  m s titu tio n s  are included in d is tin g u ish a b ly  w ith in  deb its

3 The e a rn in J ro f^ Z T i^ m ^ ^  ^ K  fin a n c ia l and a llied  in s titu tio n s
4 Prior to  19&4 a ls ^ in c  udnH firm s  on ly  The consu ltancy earn ings o f o the r UK firm s  are inc luded  e lsew here  in the  accounts

to  the appropria te  headings in 19M  asVoUowL:'® '' concerns These am ounts w ere  a lloca ted
Royalties, etc

Related and unre la ted concerns : c red its  40. deb its  15 
O ther services provided b y /to  :

Related concerns : cred its  110, deb its  140

HDRA 380 453 474 407 587 618 743 826 1 534 2 457 2 499
H8UH 205 237 228 243 314 384 451 535 664 711 717

HCHH 311 349 406 461 536 659 726 911 1 105 1 208 1 320
HCMO 230 295 285 340 360 449 625 666 609 571 573
HCDE 233 244 331 338 447 436 472 542 524 624 858

HDLP 1 359 1 578 1 724 1 789 2 244 2 546 3 017 3 480 4 436 5 571 5 967

HCHO 305 370 401 423 487 565 561 577 562 508 418
HBUS 200 283 284 263 296 301 296 319 282 235 280
HBUG 36 44 52 61 70 80 95 120 155 190 241

HDXU) (33 31 34 41 44 46 48 53 54 60
HDXG > 115 <52 54 59 65 73 74 92 99 no 105
HEJCj (55 62 83 106 104 120 125 112 104 94

HCHK 656 837 884 923 1 065 1 167 1 192 1 281 1 263 1 201 1 198

HCMR 165 208 154 316 285 335 381 594 627 638 678
HDJC 83 105 112 153 124 172 263 291 338 267 335
HBVO 66 70 102 145 173 210 202 213 205 186 154
HED6 60 65 84 90 91 112 136 142 146 171 263
HBUP 32 35 40 48 69 55 56 64 77 78 93

HBXT 127 152 170 201 238 229 307 380 440 462 500
HCMQ 296 308 297 287 338 339 394 406 459 383 400

HDOB 162 173 402 423 482 596 835 972 1 229 1 295 1 350
HDVA 278 369 429 511 627 712 766 796 896 938 1 070

HDRR 79 88 103 155 184 206 216 227 254 284 312
HEMP 176 194 203 227 240 243 258 280 318 354 378
HCQV 296 324 367 413 439 451 447 431 451 458 465HBYR 113 133 190 199 266 296 407 434 498 516 592

HBVP 190 210 233 234 245 273 326 380 413 436 488HCOF 256 287 319 363 402 413 448 443 472 492 484

HHDE 4 394 5 136 5 813 6 477 7 512 8 355 9 651 10 814 12 522 13 730 14 727

HCMG 189 220 239 267 303 385 501 652 700 721 753
CGTZ 41 57 71 80 93 105 171 190 191 183 256
HBTT 725 568 467 514 598 758 687 789 770 593 374
HEID 40 50 64 66 68 238 265 335 366 360 350

HBXK 214 254 288 324 362 382 435 548 472 575 600
HCMX 114 n o 67 74 86 82 111 129 151 131 150

HDNO 210 232 351 398 437 608 742 1 045 1 048 1 054 1 100
HELD 514 500 537 561 589 744 843 848 896 829 981
HEHT 84 98 122 129 121 164 205 240 227 256 271
HBVH 2 131 2 089 2 206 2 413 2 657 3 466 3 960 4 776 4 821 4 702 4 845
HHCW 2 263 3 047 3 607 4 064 4 855 4 889 5 691 6 038 7 701 9 028 9 882
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4 Goods and services: value and volum e and price
indices

Summary
The e s tim a te s  of tra d e  in goods and  se rv ices  c o n tr ib u te  to 
th e  e s tim a te s  o f th e  U n ited  K ingdom 's dom estic  incom e in 
th e  N a tio n a l A ccounts (see g e n e ra l d esc rip tio n  o f th e  ac
coun ts , page 5). T h is section  th e re fo re  b r in g s  to g e th e r  th e
to ta ls  recorded in  sec tio n s  2 an d  3.

The volum e an d  price in d ices  a re  d eriv ed  from e s t im a te s  
of tra d e  a t  1985 p rices . (T hese  su p e rced e  th e  p rev io u sly  
p u b lished  ind ices b ased  on 1985 p rices  : th e  w hole o f  th e  
N a tio n a l accoun ts  a re  b e in g  reb ased  to  1985 p rices  th is
year).

In sec tions 2 and  3 tra d e  in  goods an d  se rv ices  is va lued  
a t  th e  p rices ru lin g  a t  th e  tim e  th e  tra d e  ta k e s  p lace  (i.e. a t 
c u rre n t prices). A ny difTerence b e tw een  y e a rs  in  th e  to ta l 
va lue  o f tra d e  th e re fo re  re flec ts  c h a n g es  in  p rices  a s  w ell as 
in  th e  levels of th e  u n d e rly in g  econom ic a c tiv ity  (e.g. p h y s 
ical am o u n ts  tra d e d  in th e  case  o f v is ib le  tra d e , or real 
resou rces used in  th e  case o f se rv ices). A n o th e r p u rp o se  of 
th is  section  is to  p roduce fig u res  w hich  s e p a ra te ly  m easu re  
ch an g es in price an d  c h a n g es  in  th e  volum e o f th e  u n d e r
ly in g  econom ic a c tiv ity . The vo lum e in d ices  a re  d eriv ed  from 
e s tim a te s  of tra d e  a t  1985 p rices . T hese  e s t im a te s  a re  also  
used in  th e  N a tio n a l A ccounts in  e s t im a tin g  rea l c h a n g e s  in 
th e  dom estic  incom e o f th e  U n ite d  K ingdom .

Detail

V olu m e in d ices
For each  y e a r, th e  q u a n ti t ie s  o f tra d e  in  in d iv id u a l goods 
and  serv ices a re  rev a lu ed  u s in g  th e  p rices ru lin g  in a p a r 
tic u la r  'b a se ' y e a r. (The m e th o d s  o f re v a lu a tio n  a re  described  
below.)

For any  s in g le  good or se rv ice  i t  is  im m a te r ia l w hich  base  
y e a r  is used . A ny rev a lu ed  se r ie s  w ill e lim in a te  p rice  m ove
m en ts  and  w ill co rrec tly  re flec t vo lum e ch an g es .

The choice o f b a se  y ea r becom es im p o rta n t, how ever, as 
soon a s  tw o or m ore rev a lu ed  se r ie s  a re  added  to g e th e r. The 
v ario u s com ponen ts w ill h av e  d iffe re n t tre n d s , and  th e  tren d  
in th e  com bined se rie s  w ill be a w eig h ted  av e rag e  o f th e  
tre n d s  of th e  co m p o n en ts . The w e ig h t g iven  to  each  com po
n e n t is d e te rm in ed  by its  p rice  in  th e  b ase  y e a r  a n d  ch an g es  
in re la tiv e  p rices w ill lead  to  th e se  w e ig h ts  becom ing o u t of 
d a te . S w itches to  la te r  b ase  y e a rs  a re  th e re fo re  m ade  a t 
reg u la r  in te rv a ls , an d  a ll a g g re g a te  rev a lu ed  se rie s  a re  re 
sca led  onto  th e  la te s t  b ase  y e a r  p rices u s in g  se lec ted  link 
y e a rs . The la te s t  b ase  y e a r  is 1985, an d  th e  e s t im a te s  for 
y e a rs  up to 1982 h av e  been  re sca led  from e a r l ie r  p rice  b ases  
u sin g  1983 as th e  link  y ear.

The volum e in d ices  a re  th e n  d eriv ed  from th e  rev a lu ed  
se rie s  by re sca lin g  so th a t  1 9 8 5 = 1 0 0 . The in d ex  v a lu e s  can 
be used  to  d e te rm in e  th e  o v era ll vo lum e ch an g e  b e tw een  any  
tw o y e a rs  according  to p rices in  th e  b ase  y ea r.

R evalu ation  - G oods
The c u rre n t va lue  o f tra d e  in  each  com m odity  is d iv ided  by 
th e  ra tio  of its  c u r re n t price to  i ts  price in  th e  b ase  y e a r . For 
over 70 per c e n t of tra d e  th is  ra tio  is e s tim a te d  from th e  
va lue  and  q u a n ti ty  in fo rm atio n  recorded in th e  Overseas 
Trade Statistics in  th e  tw o y e a rs . W here a sa tis fa c to ry  es-
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tim a te  of price ch an g e  c a n n o t be o b ta in ed  in  th is  w ay th e  
p rice  of th e  com m odity  is  assu m ed  to h av e  m oved in line 
w ith  a s im ila r  com m odity , or g roup  of com m odities, for w hich 
sa tis fa c to ry  e s tim a te s  can  be m ade. A fu r th e r  20 per c e n t of 
tra d e  is covered in  th is  w ay . For th e  re m a in d e r  a p p ro x im a te  
price m o v em en ts  a re  o b ta in ed  from  o th e r sources such  as th e  
P roducer P rice  Ind ices.

R ev a lu a tio n  - S erv ice s
The p ra c tic a l b a s is  for re v a lu a tio n  is less firm  for se rv ices 
th a n  for goods. A lthough  th e re  a re  som e a re a s  w here figures 
for vo lum e e x is t  a lo n g sid e  th o se  for va lue  ( th u s  e n a b lin g  a 
rev a lu ed  se r ie s  to be produced ea s ily ), th e  m ost u su a l case  is 
for v a lu es  on ly  to  be know n. The on ly  recourse  is to  defla te  
th e  c u r re n t price v a lu es  by a p rice  in d ex . For m any  im ported  
se rv ices th e  m ost a p p ro p r ia te  in d ex  is  derived  from price 
ind ices o f  th e  e x p o rtin g  c o u n tr ie s  (w eigh ted  to g e th e r a p p ro 
p ria te ly  an d  co nverted  to  s te rlin g ). For m an y  e x p o rts  of 
se rv ices a U n ited  K ingdom  price in d ex  is  a p p ro p ria te .

U n it v a lu e  in d ices
For each  y e a r , th e  q u a n t i t ie s  o f tra d e  in th e  b ase  y e a r  in 
in d iv id u a l goods a re  rev a lu ed  u s in g  c u rre n t p rices. (The re 
v a lu a tio n  m ethod  is th e  sam e a s  th a t  described  above for 
'goods', e x c e p t th a t  th e  v a lu es  o f tra d e  in  th e  6ase year  a re  
m ultip lied  by  th e  ra tio s  m en tio n ed ) The sum  o f th e se  re 
va lued  a m o u n ts  re p re s e n ts  th e  va lue  o f tra d e  in  th e  b ase  
y e a r  a t  c u r re n t  p rices. A gain  ag g reg a te  rev a lu ed  se rie s  u sing  
e a r lie r  b ase  y e a rs  a re  resca led  on to  1985 b ase  y e a r  p rices.

The u n it  va lue  in d ices  a re  derived  from  th e  reva lued  
se rie s  by re sc a lin g  so t h a t  1985=  100.The p rice  ra tio s  a re  no t 
in  g e n e ra l a v a ila b le  for se rv ices , an d  u n it  v a lu e  ind ices for 
se rv ices a re  n o t show n.

The in d ex  v a lu es  can  be used to  d e te rm in e  th e  overall 
p rice  ch a n g e  in  s te r l in g  te rm s  b e tw een  an y  tw o y e a rs  accord
ing  to  th e  p a tte rn  of tra d e  in  the base year.

The te rm s  of tra d e  in d ex  is  th e  ex p o rt u n i t  va lue  index 
e x p re sse d  a s  a p e rcen tag e  o f th e  im p o rt u n it  va lue  in d ex . A 
rise  in  th e  te rm s  o f tra d e  index  re p re se n ts  a loss in  price 
co m p e titiv en ess .

Im plied  p r ice  in d ices
The im p lied  p rice  ind ices for goods and  se rv ices a re  o b ta in ed  
by d iv id in g  c u rre n t v a lu e s  by th e  co rresp o n d in g  v a lu es  a t  
1985 p rices . The in d ices  a re , in  effect, c u rre n t w eigh ted  
se ries .

The in d ex  va lue  for an y  s in g le  y e a r  can  be used to  d e te r 
m ine th e  o v era ll price ch an g e  since  th e  b ase  y ea r, according  
to th e  p a t te rn  of tra d e  in  the single selected year. For goods, 
th e  im plied  price in d ex  w ill in c rease  m ore slow ly  th a n  th e  
u n it v a lu e  index  w hen  th e  p a t te rn  o f tra d e  d rif ts  to w ard s 
goods w hose price in c re a se s  since  th e  b ase  y ea r a re  low er
th a n  av e rag e .

R eferen ces
'U n ite d  K ingdom  o v e rseas  trad e : u n it  va lue  and 
dex  n u m b ers  and  th e  te rm s  o f tra d e ' a r tic le  in 
1979 ed itio n  o f Economic Trends.
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TABLE 4.1 GOODS AND SERVICES: VALUE AND VOLUME AND PRICE INDICES

VALUE (£ m illion )

Exports
Goods

Oil
O ther goods 

Services

Goods and servtces

Im ports
Goods

Oil
O ther goods 

Services

Goods and services

VOLUME INDICES (1985=100)

Exports
Goods

A ll goods 
N o n -o il goods 

Services
General governm ent 
Sea transport 
C ivil av ia tion  
Travel
Financial and o th e r services 

A ll services 

Goods and services

Im ports 
Goods 

A ll goods 
N o n -o il goods 

Services
General governm ent 
Sea transport 
C ivil avia tion 
Travel
Financial and o the r services 

A ll services 

Goods and services

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

CGOE 1 970 2 224 4 144 6 118 9 092 10 671 12 486 14 833 16 114 8 202 8 445
CGOF 29 712 32 757 36 326 41 029 41 576 44 659 48 212 55 430 61 874 64 476 70 977
C6JZ 11 623 12 501 14 434 15 779 17 026 17 685 19 843 22 086 24 794 25 806 28 084

DJAD 43 305 47 482 54 904 62 926 67 694 73 015 80 541 92 349 102 782 98 484 107 506

CGOG 4 744 4 211 4 881 5 810 5 986 6 032 5 514 7 901 8 013 4 146 4 261
CGQH 29 262 32 363 38 987 39 984 41 332 47 080 56 259 66 942 72 321 77 248 85 323
CQGZ 8 586 8 959 10 527 11 830 13 103 14 923 16 122 18 145 18 832 20 188 22 446

DJAG 42 592 45 533 54 395 57 624 60 421 68 035 77 895 92 988 99 166 101 582 112 030

CGTR 7 7 .6 7 9 .6 83. 1 84. 1 8 3 .3 8 5 .6 8 7 .6 9 4 .7 100.0 103.6 109.0
CGSV 8 7 .8 8 8 .8 8 8 .8 9 0 .3 8 6 .7 8 7 .8 8 8 .2 9 4 .9 100.0 104. 1 111.0

HCAV 106 104 96 95 106 98 n o 105 100 101 98
HCAW 191 168 160 152 155 130 109 102 100 101 101
HCAX 65 77 90 98 96 88 91 96 100 91 106
HCAY 102 94 91 82 73 71 84 91 100 95 101
HCA2 72 79 83 82 84 86 90 91 100 112 120

C6SI 9 5 .3 95-4 9 7 .2 9 4 .7 94 .1 8 9 .6 9 1 .8 9 3 .5 100.0 104. 1 111. 1

HHCX 81 .7 8 3 .2 86 .4 8 6 .6 8 5 .8 8 6 .6 8 8 .6 9 4 .4 100.0 103.8 109.5

CGTS 72 .8 76. 1 8 3 .5 7 9 .0 75 .9 80. 1 8 7 .0 9 6 .9 100.0 107.0 1 14,4
CGSW 6 4 .6 6 8 .5 7 7 .2 7 4 .9 73 .7 79. 1 8 7 .7 9 6 .5 100.0 106.0 114.6

HCBA 86 85 90 98 101 124 95 95 100 96 101
HCBB 130 122 125 117 116 105 103 101 100 108 1 14
HCBC 59 67 82 86 91 95 96 98 100 108 122
HCBD 42 52 68 86 92 91 95 98 100 112 130
HCBE 87 80 81 84 81 93 94 104 100 95 97

CGSP 8 0 .8 8 1 .7 8 9 .7 9 4 .6 9 6 .3 9 8 .9 9 6 .7 9 9 .8 100.0 104.5 113.9

h h : y 74.4 77 .2 8 4 .7 8 1 .9 7 9 .6 8 3 .5 8 8 .9 9 7 .5 100.0 106.5 114.3
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UNIT VALUE INDICES (1985=100)

Exports 
A ll goods 
N o n -o il goods

Im ports 
A ll goods 
N o n -o il goods

Terms of trade 
AH goods 
N o n -o il goods

IMPLIED PRICE INDICES (1985 = 100)

Exports 
A ll goods 
N on -o il goods 
Services

Goods and services

Im ports 
A ll goods 
N o n -o il goods 
Services

Goods and services

GOTO 50 .5 5 5 .5 61 .4 7 0 .0 7 6 .2 81 .4 8 8 .0 9 5 .0 100.0 9 1 .8 9 5 .5
C6SX 5 3 .3 5 8 .9 6 4 .2 7 0 .7 7 5 .3 8 0 .6 8 7 .4 9 4 .0 100.0 102.9 106.8

CGTP 56 .4 5 8 .6 6 2 .5 6 8 .5 7 4 .2 8 0 .3 8 7 ,8 9 5 .5 100.0 9 6 .0 98 .5
CGSY 5 9 .5 63. 1 6 6 .3 70 .2 7 4 .0 79 .5 8 7 .7 9 5 .4 100.0 100.9 103.7

CGTO 89 .5 9 4 .7 9 8 .2 102.2 102,7 101.4 100.2 9 9 .5 100.0 9 5 .6 9 7 .0
CGSZ 8 9 .6 9 3 .3 9 6 .8 100.7 101.8 101.4 9 9 .7 9 8 .5 100.0 102.0 103.0

HHCZ 5 2 .3 56 ,4 62 .4 71 .9 7 8 ,0 8 2 .8 8 8 .8 95. 1 100.0 89 .9 93 .4
F0NN 54 .7 5 9 .6 66. 1 73 .4 7 7 .5 82 .2 88 4 94 .4 100.0 100, 1 103,4
CQTA 49 .2 5 2 .9 5 9 .9 6 7 .2 7 3 .0 7 9 .6 8 7 .2 9 5 .3 100.0 99 .9 102,0

HDUV 5 1 .6 5 5 .5 6 1 .8 70 .7 76 .7 8 2 .0 88 .4 95 .1 100.0 92.4 95 .5

HHDA 58. 1 5 9 .8 65 ,4 72 .2 77 .7 8 2 .5 88 .4 96 .1 100.0 94 .7 9 7 .5
HDRP 6 2 .8 65 .4 69 .9 73 .9 77 .7 82 .4 8 8 .7 9 5 .9 100.0 100.8 103.0
CGTB 56.4 5 8 .3 6 2 .3 66-4 72 .3 8 0 .2 8 8 .5 9 6 .5 100.0 102.6 104.7

HDWN 5 7 .8 5 9 .5 64 .7 7 1 .0 76 .6 82. 1 88 .4 9 6 .2 100.0 96 .2 9 8 .9
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5 Invisibles: earnings on UK external assets
and liab ilities (interest, profits and dividends)

Summary
The e a rn in g s  a r is in g  from  o v erseas  in v e s tm e n t an d  th e  ow n
e rsh ip  of o th e r ty p e s  o f foreign  f in a n c ia l a s s e ts  a re  in  th e  
form of in te re s t ,  p ro fits  and  d iv id en d s  (IPD ). C red its  a re  th e  
e a rn in g s  of UK re s id e n ts  from th e ir  in v e s tm e n ts  an d  o th e r  
a s se ts  o v e rseas . D eb its  a re  th e  e a rn in g s  o f o v e rse a s  re s i
d e n ts  from th e ir  in v e s tm e n ts  an d  fu n d s held  in  th e  UK an d  
o th e r UK lia b ili t ie s . The flow o f in v e s tm e n t is  s e p a ra te  from  
th e  e a rn in g s , a lth o u g h  u n re m itte d  p ro fits  e a rn e d  by  com 
p an ies  w ith  o v rseas  a f f ilia te s  a re  a co m p o n en t o f bo th  - see 
no tes to T ab le  5.1 below . In v e s tm e n t is  recorded in  th e  
c a p ita l acco u n t and  is d iscu ssed  in sec tio n  8. The to ta l  v a lu e  
of UK a s s e ts  and  lia b ili t ie s  he ld  a t  a n y  tim e  a s  a r e s u lt  of 
a ll p a s t  c a p ita l  m o v em en ts  is a lso  d e a lt  w ith  s e p a ra te ly , in 
section  9. The p re se n ta tio n  o f th e se  th re e  sec tio n s  is , a s  far 
as possib le , id en tica l; coverage d iffe ren ces a re  no ted  in  th e  
a p p ro p ria te  p laces. F u r th e r  d e sc r ip tio n s  o f a s s e ts  an d  
lia b ilitie s  w ill be found in sec tion  8.

E a rn in g s  on th e  c re d it s ide  o f th e  acco u n t cover such  
th in g s  a s  in te re s t  on UK re s id e n ts ' d e p o s its  w ith  b a n k s  
ab road , p ro fits  ea rn ed  by UK co m p an ies  from  th e ir  o v e rse a s  
su b s id ia rie s  and  d iv id en d s  and  in te r e s t  received  by UK in 
vesto rs  on th e ir  portfo lio  in v e s tm e n ts  in  o v e rse a s  c o m p a n ie s ’ 
sh a re s , e tc . S im ila rly , d e b its  cover e a rn in g s  by o v e rse a s  
in v esto rs  on d ep o s its  he ld  w ith  UK b a n k s , p ro fits  of fo reign  
com pan ies from th e ir  in v e s tm e n ts  in  su b s id ia ry  co m p an ies  
in  th e  U K , and  d iv id en d s  an d  in te re s t  p a id  to  o v e rsea s  
in v esto rs  on th e ir  h o ld in g s o f UK bonds an d  sh a re s , in c lu d 
ing  B ritish  g o v e rn m en t stocks, e tc . T hey  a lso  inc lude  c h a rg e s  
paid  to th e  IM F on th e  U n ited  K ingdom 's a llo ca tio n  o f SD Rs 
iw hich  is n o t regarded  as a  UK lia b ili ty  - see n o tes  to  T ab le  
9.1).

Detail

Sum m ary o f  e a r n in g s  on UK ex tern a l a s s e ts  
and lia b ilit ie s  (Table 5.1)
E arn in g s  on a s s e ts  an d  l ia b il i t ie s  a re  defined  to  in c lu d e  a ll 
p ro fits  e a rn e d  an d  in te re s t  and  d iv id en d s  due - w h e th e r  th e y  
have been  p a id  or n o t - to UK re s id e n ts  from n o n -re s id e n ts  
or to  n o n -re s id en ts  by UK re s id e n ts . T hey  a re  recorded  a f te r  
deduction  o f local ta x e s  and , in  th e  case  o f p ro fits , a f te r  
a llow ing  for d ep rec ia tio n .

P ro fits  and  d iv id en d s  inc lude  th e  (cred it) e a rn in g s  from  
o verseas a ff ilia te s  of U K -reg iste red  co m p an ies  an d  th e  
(debit) e a rn in g s  o f p ro fits  and  d iv id en d s  by U K -based  a ff ili
a te s  of fo reign-based  co m p an ies . C o n cep tu a lly , stock  a p p re 
c ia tion  an d  o th e r  u n re a lise d  c a p ita l g a in s  an d  lo sses  shou ld  
be excluded  from th e  flow s e n te re d  in  th e  b a lan ce  o f p a y 
m en ts  acco u n ts , becau se  th ey  re p re s e n t  on ly  v a lu a tio n  
changes. In  p rac tice , stock a p p re c ia tio n  and  som e o f th e se  
g a in s  and  losses a re  included  in  e a rn in g s  an d  a lso  o ffse t a s  
re in v ested  p ro fits /lo sses in  th e  c a p ita l acco u n t (sec tion  8). 
P ro fits  re ta in e d  ab road  by o v erseas  a f f ilia te s  or re ta in e d  in 
th e  U n ited  K ingdom  by a ff ilia te s  o f o v e rsea s  co m p an ies  a re  
included in  th e  flow s o f e a rn in g s  an d  o ffse t in th e  c a p ita l 
account. All in te re s t  flows b e tw een  UK re s id e n ts  an d  n o n 
re s id e n ts  a re  in  p rin c ip l included . H ow ever, flow s o f in te r e s t  
to  and  from th e  UK m o n e ta ry  sec to r a re  g e n e ra lly  recorded  
w hen received and  pa id , r a th e r  th a n  w hen  due.

D irec t in v e s tm e n t  e a rn in g s  - see n o tes  to  T ab les 5 ,2  an d  
5.2A, below .

P o rtfo lio  in v e s tm e n t  e a rn in g s  - see no tes to  T ab le  5.3 b e 
low.

O th er e a r n in g s  on  ex tern a l a s se ts  o f  th e  UK
I n te r e s t  o n  le n d in g  by  UK b a n k s  to  o v e rs e a s  re s id e n ts  
T h is  c o n s is ts  o f th e  in te re s t  received  from n o n -re s id en ts  on 
lo an s m ade to  th em  in s te r lin g  an d  foreign cu rren c ies . T hese 
fig u res  a re  based  m ain ly  on re tu rn s  m ade by b a n k s  to th e  
B ank o f E n g lan d  a s  p a r t  o f th e  b an k in g  s ta t is t ic s .  They 
in c lu d e  b a n k s ' e a rn in g s  from  UK e x p o rt c red it (for which 
e s t im a te s  a re  d eriv ed  from b a n k in g  s ta tis t ic s ) ;  and  cred it 
e x te n d e d  to  n o n -re s id e n ts  on UK im p o rts  for w hich  p ay m en t 
is  m ade  before sh ip m e n t. In te re s t  exc ludes a n y  su p p lem en 
ta ry  p a y m e n ts  m ade  by th e  ECGD to UK b a n k s  to  b ring  
th e ir  re c e ip ts  in  re sp ec t of fixed  ra te  e x p o rt c red it up to 
m a rk e t r a te s  of in te re s t .

In te re s t  on b an k  len d in g  in  foreign cu rren c ie s  o th e r th an  
long-term  e x p o rt c re d it is inc luded  on a gross b a s is  for 1972 
o n w a rd s  on ly  in  su m m ary  T ab le  1.3. In e a r lie r  y e a rs  i t  is 
d ed u c ted  from th e  co rresp o n d in g  d e b it item .

M isce llan eo u s fin an c ia l in s t i tu t io n s ' e a rn in g s  a re  also in 
cluded  up to  th e  end  of 1981: from 1982 th ey  a re  included 
w ith  th o se  of o th e r  UK re s id e n ts .

I n te r e s t  o n  d e p o s its  a n d  le n d in g  o v e rs e a s  by  UK re s id e n ts  
o th e r  th a n  b a n k s  a n d  g e n e ra l  g o v e rn m e n t 
E a r n in g s  fro m  b a n k s  a b r o a d  a re  included  from th e  beg in 
n in g  o f 1976. T hey  a re  e s tim a te d  from  levels  of such  a sse ts  
(m a in ly  th o se  rep o rted  in b a n k in g  s ta t is t ic s  o f co u n trie s  in 
th e  IM F re p o rtin g  a rea ) an d  a p p ro p ria te  ra te s  of in te re s t. 
A d ju s tm e n ts  a re  m ade to rem ove as fa r a s  possib le  th e  
effec ts  of in co m p le te  coverage an d  b reak s  in  th e  reported  
a s s e ts  se rie s .

F rom  1982 e s t im a te s  o f th e  a p p ro p r ia te  e a rn in g s  of m is
ce llan e o u s  fin an c ia l in s t i tu t io n s , p rev iously  covered in d is tin - 
g u ish a b ly  w ith  UK b an k s  above, a re  included . T hese are  
d e riv ed  from in fo rm a tio n  on a s s e t  leve ls  and  a p p ro p ria te  
in te re s t  ra te s .

E a r n in g s  o n  o th e r  n o n -b a n k  p r iv a te  se c to r  a n d  p u b lic  co r
p o r a t io n s ' a s s e ts  inc lude  in te re s t  on e x p o rt c red it ex ten d ed  
by su p p lie rs  of goods on th e ir  own account. E s tim a te s  of 
e x p o r t c re d it e a rn in g s  a re  derived  by ap p ly in g  a p p ro p ria te  
in te re s t  ra te s  to n o tio n a l o u ts ta n d in g  levels of m edium  and 
sh o rt- te rm  c red it o f m ore th a n  s ix  m o n th s  ( in te re s t  on sh o rt
te rm  c red it, i.e. o f s ix  m o n th s  or less, is tre a te d  a s  being  
inc luded  im p lic itly  in  th e  v a lu a tio n  of ex p o rts ; in te re s t  on 
long -te rm  e x p o r t c re d it is inc luded  in UK b a n k s ' ea rn in g s).

E a rn in g s  from tru s ts  and  a n n u it ie s  a re  based  m ain ly  on 
e s t im a te s  p ro jected  from  In lan d  R evenue d a ta  o b ta in ed  some 
w h ile  ago.

In te re s t  e a rn e d  from cu rren cy  ex ch an g es  u n d e rtak en  prior 
to th e  ab o litito n  of ex ch an g e  contro l w as e s tim a te d  from 
d e b t lev e ls  and  a p p ro p ria te  in te re s t  ra te s .

T he C om m onw ealth  D evelopm en t C orpora tion  p u b lish es 
in fo rm a tio n  on i ts  o v erseas  e a rn in g s , w hich  a re  covered here 
r a th e r  th a n  u n d er d ire c t in v e s tm e n t e a rn in g s .

F rom  1979 e s tim a te s  of in te re s t  ea rn ed  from overseas 
le a s in g  by sp e c ia lis t  finance  le a s in g  com pan ies a re  included 
(see no tes to T able 6.1).

T here  a re  no c red its  re la tin g  to ad v an ce  and  progress 
p a y m e n ts  on im p o rts  or to UK re s id e n ts ' ho ld ings of foreign 
n o tes  and  coin.

E a rn in g s  o n  o ffic ia l re s e rv e s
In te re s t  received  on th e  official foreign ex ch an g e  reserves 
an d  on th e  U n ited  K ingdom 's ho ld ings o f S pecial D raw ing  
R ig h ts  w ith  th e  IM F and  o th e r rem u n era tio n  received from 
th e  IM F (re la ted  to  its  ho ld ings of s te rlin g ) is recorded 
w ith in  th e  E x ch an g e  E q u a lisa tio n  A ccount by th e  Bank of 
E n g lan d .
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’ “ " K I "  'ho^ Statistics 7«,
' ’‘Po't ctedi, (f“ ' '̂''!' 
« «atistics). ° *’''''> 
pom fo, J  ®"'' "0<lit 
xclude. - *  P̂ '̂oont's anv
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E a rn in g s  on o th e r  e x te rn a l a s se ts  o f  c e n tra l g o v e rn m e n t 
In te res t receip ts on governm ent long-term  loans to overseas 
countries are reported  by th e  governm ent d ep a rtm en ts  re
sponsible for the  loans. Also included here is in te re s t on 
long-term ste rling  ex p o rt credit advanced by UK b an k s and 
refinanced by th e  E xport C redits G uaran tee  D epartm en t 
(ECGD). C apital tran sac tio n s  and levels of such ex p o rt cred it 
include a sse ts  acquired by the ECGD from UK banks and 
exporters following the paym en t of th ese  lenders ' in su rance 
claim s on th e  ECGD. Any in te re s t which th e  ECGD m ay 
receive on such insu rance - re lated  a sse ts  is not iden tifiab le  
separa te ly . D iscounts received by th e  Issue D ep artm en t of 
the  Bank of E ngland  on its holdings of overseas com m ercial 
b ills are  included here.

Other earn ings on UK liab ilities to  overseas  
residents
In te re s t on b o rro w in g  from  o v e rse a s  re s id e n ts  by UK 
banks
UK banks ' debits consist of in te re s t on overseas re s id en ts ' 
deposits in s te rlin g  and  foreign currencies. They include the 
in te re s t paid on deposits which are th e  co u n te rp a rt to for
eign currency loans m ade to HM G overnm ent and , under the  
public sector exchange cover schem e, to local au th o ritie s  and 
other public bodies.

E stim ates are  m ade from bank ing  s ta tis tic s  and re la te  to 
the  UK m onetary sector only from th e  beg inn ing  of 1982. 
Prior to 1982 in te re s t paid by m iscellaneous financia l in 
s titu tio n s  w as also included. (Their in te re s t is covered under 
borrowing from banks, etc overseas by UK res id en ts  o ther 
th an  banks from 1982.)

In te re s t on  b o rro w in g  from  o v e rseas  by  UK re s id e n ts  oth* 
e r  th a n  b a n k s  a n d  g e n e ra l g o v e rn m e n t
In te re s t p a y a b le  to  b a n k s  a b ro a d . This covers in te re s t on 
loans ra ised  from com m ercial banks o v erse rs , th e  E uropean 
Investm en t Bank (EIB) and th e  US Exim  Bank. Some in te r
e s t on public corporations' borrow ing and th e ir  im port credit 
from th e  European Coal and S teel C om m unity (ECSC) and 
o ther non-bank sources abroad is also included; th ese  pay 
m ents are known by the Bank of E ngland . In th e  p riva te  
sector, m ost in te re s t paym ents are  es tim a ted  from levels of 
liab ilities  to banks abroad (as published  in  th e  IM F's in te r
na tional banking s ta tis tic s) and ap p ro p ria te  in te re s t ra tes . 
Inform ation on in te re s t paid by the UK non-bank p riv a te  
sector to th e  EIB is supplied  by the EIB. UK m iscellaneous 
financial in s titu tio n s ' in te re s t paym en ts to banks abroad are 
included from th e  beginning of 1982. In te re s t paid abroad on 
exchange cover schem e debt of form er public corporations is 
included in the  p rivate  sector to ta ls  following p riv a tisa tio n  
of those bodies.
In te res t p a y a b le  to n o n b a n k s  a b ro a d  This includes in te re s t 
on p rivate  sector borrowing from the ECSC; in te re s t on de
posits w ith UK build ing  societies and o ther UK residen ts , 
including (from 1982) m iscellaneous financial in s titu tio n s; 
d iscounts on overseas res id en ts ' holdings of com m ercial pa
per and o ther short-term  debt issued by UK com panies; and 
in te res t on im port cred it received by th e  p riva te  sector. 
P aym ents m ade by public corporations and oil com panies for 
im port credit are excluded.

In te res t is estim ated  from levels o u ts tan d in g  and appro
p ria te  in te re s t ra tes .

In te re s t on o th e r  e x te rn a l liab ilitie s  o f  g e n e ra l g o v e rn 
m ent

This covers all in te res t paym ents by cen tra l governm ent 
and local au th o rities  except those on portfolio liab ilities  
(which are described in th e  notes to Table 5.3, below).

In te rest on IMF loans and charges and expenses incurred 
for the  use of SDRs are known w ith in  th e  Bank of England. 
Also included is in te re s t on those p a rts  of the  $2.5 billion 
and $1.5 billion facilities arranged  for HM G overnm ent from 
banks overseas. Those loans were repaid by 1981. In te re s t

Earnings on assets and liabilities
paid on long-term  fix ed -in te res t loans such as Lend-lease 
and th e  L ines of c red it is know n by HM T reasury . E stim ates  
of in te re s t on T reasury  b ills and  local a u th o r itie s ' borrow ing 
from banks, etc overseas are  m ade by th e  Bank of E ngland 
on th e  b as is  of lis ts  of holders, levels o u ts tan d in g  and appro
p ria te  ra te s  of in te re s t. By defin ition , th e re  is no in te re s t 
payab le  on non -in te rest-bearing  no tes issued  to overseas 
re s id en ts .

E a rn in g s  on  a s se ts  an d  lia b ilitie s  o f  g e n e ra l  g o v e rn m e n t 
G eneral governm ent com prises cen tra l and local governm ent.

C red its cover ea rn in g s  on official reserves (see above); 
in te re s t received on in ter-governm en t loans; in te re s t on e x 
port c red it re-financed by the ECGD; and  d iscounts on th e  
Bank o f E ngland  Issue D ep a rtm en t's  holdings of overseas 
com m ercial b ills.

D ebits cover in te re s t paid on overseas hold ings of B ritish  
governm ent stocks, B ritish  governm en t foreign currency 
bonds and  no tes,^T reasury  b ills , s te rlin g  liab ilitie s  to over
seas  b an k s and  overseas cen tra l m onetary  au th o ritie s , those 
p a rts  of th e  $2.5 billion and  $1.5 b illion  fac ilities arranged  
for HM G overnm ent from bank abroad , and in ter-governm ent 
loans; and  charges for ex p en ses  incurred  in th e  use of SDRs 
and  on d raw ings from th e  IMF. In te re s t paid on overseas 
hold ings of UK local a u th o r itie s ’ secu ritie s  and local 
a u th o r itie s ' n e t borrow ing from banks, etc overseas is also 
included.

E a rn in g s  on  a s se ts  a n d  lia b ilitie s  o f  p u b lic  c o rp o ra tio n s
C red its com prise ea rn in g s from d irec t in v es tm en t overseas, 
incom e from loans and  in v es tm en ts  by th e  C om m onw ealth 
D evelopm ent C orporation and  a sm all am o u n t of o ther in te r
e s t received by public corporations.

D ebits com prise in te re s t on overseas re s id e n ts ’ holdings 
of secu ritie s  issued by public corporations, in te re s t on bor
row ing and  im port c red it received from abroad and in te re s t 
on deposits  received from overseas re s id en ts  for th e  purchase 
of UK exports .

E a rn in g s  on  a s se ts  an d  lia b ilitie s  o f  UK b a n k s  an d  o th e r  
UK re s id e n ts
These cover a ll o ther in te re s t p rofits and d iv idends receiv
able and  payab le  by UK res id en ts . S ep ara te  figures for UK 
b a n k s’ div idend p ay m en ts  to overseas portfolio investo rs are 
no t av a ilab le  for Table 5.3; hence i t  is not possible to pro
duce a se p a ra te  to ta l for overseas re s id e n ts ' ea rn in g s  on UK 
b a n k s’ liab ilitie s  in Table 5.1.

D irect in vestm en t earn in gs (Tables 5.2 and 5.2A)

C o m p an ies  and  p u b lic  c o rp o ra tio n s  
D irect in v es tm en t is defined in  section  8.

D irect in v es tm en t ea rn ings include in te re s t on in te r
com pany debt, profits from b ranches or o ther unincorporated 
en te rp rise s  overseas and th e  d irec t in v esto r 's  sh a re  of the  
profits of subsid iary  and associa te  com panies. I t  includes the 
d irect in v es to r’s portion of re invested  ea rn in g s, which is also 
trea ted  as a new in v estm en t flow out of th e  p a re n t 's  country 
in to  th e  a ffilia te ’s and  ap p ea rs  in th e  cap ita l account (Table 
8.2) as an  offsetting  en try  to th e  ea rn in g s one.

E stim a tes  of profits are m ade a fte r providing for depreci
a tion , th e  com panies ' own e s tim a te s  of deprecia tion  being 
used. A lthough depreciation  is es tim ated  a t  rep lacem en t cost 
in the  n a tio n a l accounts, there  is l it t le  doubt th a t  th e  e s 
tim ates  in  th e  balance of paym en ts are , in th e  m ain, m ea
sured a t h istoric cost. (D ifferent tre a tm e n ts  of depreciation  
sim ply re su lt in d ifferen t en trie s  in th e  cu rren t and cap ita l 
accounts, b u t the  sum  of th e  two en trie s  will a lw ays be the 
sam e.) They are m easured after provision for local tax es . 
Refunds of tax  m ade retrospectively  under double-taxation  
agreem ents are included in th e  period w hen they  were made 
ra th e r  th an  th e  ea rlie r periods in which they  could be 
deemed to have accrued. Inform ation on paym ents of refunds
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Earnings on assets and liabilities
m ade to  o v e rseas  d ire c t in v es to rs  by th e  In lan d  R evenue is 
o b ta in ed  from th e  In lan d  R evenue, and  th e  a m o u n ts  a re  also  
added to  o th e r d ire c t in v e s tm e n t d iv id en d s .

E a rn in g s , bo th  c re d its  and  d e b its , of a ll co m p an ies  e x c e p t 
b an k s  and  in su ra n c e  co m p an ies  a re  e s tim a te d  from th e  re 
su lts  o f th e  D e p a rtm e n t o f T rade  and  In d u s try 's  a n n u a l 
d irec t in v e s tm e n t in q u iry . In  p rin c ip le , th is  in q u iry  covers 
a ll UK com pan ies (in c lu d in g  UK pub lic  co rp o ra tio n s  o th e r  
th a n  th e  C om m onw ealth  D ev e lo p m en t C o rp o ra tio n ) t h a t  e i
th e r  h av e  o v e rseas  a ff ilia te s  or a re  a ff ilia te d  to  an  o v e rseas  
p a re n t. P a r t  o f th e  d ire c t in v e s tm e n t in q u iry  is  v o lu n ta ry  
and  resp o n se  is  n ev e r com ple te . T he p u b lish ed  s ta t is t ic s  
include e s tim a te s  for n o n -resp o n se . E ach  q u a r te r  a sm all 
sam p le  of co m p an ies  v o lu n ta rily  su b m its  re tu rn s  to  p rov ide 
q u a r te r ly  e s tim a te s  w hich  becom e a v a ila b le  a b o u t tw o 
m o n th s  a f te r  th e  end  o f th e  q u a r te r . The e s t im a te s  for th e  
la te s t  y e a r  a re  based  on th e  re su lts  o f th e se  q u a r te r ly  in q u ir 
ies. R esu lts  of th e  a n n u a l in q u iry  a re  a v a ila b le  ab o u t fifteen  
m o n th s  a f te r  th e  end  of th e  y e a r  and  a re  p u b lish e d  in British  
Business  and  in  B u sin ess  M onitor MA 4 .

The D e p a rtm e n t o f T rade  an d  In d u s try 's  in q u iry  w as e x 
ten d ed  w ith  effect from  th e  1984 d a ta  to  cover th e  oil com
p a n ie s ' o v erseas  tra n s a c tio n s . Som e ty p e s  of tra n s a c tio n s  
repo rted  n e t in  p rev io u s  y e a rs  a p p e a r  a s  g ross flow s from 
1984. S e p a ra te  figu res for oil c o m p a n ie s ' e a rn in g s  from  1984 
a re  p u b lish ed  in  B ritish  Business.

T re a tm e n t o f  o il  c o m p a n ie s  b e fo re  1984.
E s tim a te s  w ere p re p a re d  by th e  B ank  o f E n g la n d  from in 
fo rm ation  su p p lied  by th e  oil in d u s try . P rio r to 1980 oil 
co m p an ies ' c red its  m easu red  n o t o n ly  UK oil co m p an ie s ' 
o v erseas  p ro fits  b u t, in th e  case  o f bo th  m ajo r co m p an ies  - 
BP an d  S hell - re p re se n te d  th e  su rp lu s  on c u r re n t t r a n s a c 
tio n s re su ltin g  from th e ir  o p e ra tio n s  o v e rseas . T h is  ca sh  flow 
w as a lloca ted  u n d e r th e  re la tiv e ly  re a d ily  id e n tif ia b le  b a l
ance of p a y m e n ts  ca teg o rie s  of v is ib le  tra d e , sh ip p in g  and  
in v e s tm e n t. The n e t  re s id u a l w as inc luded  h ere  as a  UK 
c red it b u t covered item s m ore a p p ro p r ia te  e lsew h ere  in  th e  
accoun ts, such  a s  th e  co m p an ie s ' m e rc h a n tin g  p ro fits  and  
th e  v a lu e  of se rv ices  ren d ered  b e tw e en  p a re n ts  and  th e ir  
o v e rseas  a ff ilia te s .

From  1981 IPD c re d its  an d  d e b its  for a ll U n ited  K ingdom  
oil com pan ies began  to  be m easu red  a s  fa r as possib le  on th e  
sam e b a s is  a s  d irec t in v e s tm e n t e a rn in g s  o f non-oil com 
p an ie s , a lth o u g h  in te re s t  on tra d e  c re d it to  an d  from u n 
re la ted  b u s in e sse s  w as inc luded  w ith  d ire c t in v e s tm e n t e a rn 
ings of oil com p an ies . In 1980, th e  e s t im a te s  w ere on th e  
sam e b as is  ex cep t in  th e  case  o f  BP, w hich  w as tre a te d  in 
th e  sam e w ay a s  in e a r l ie r  y e a rs .

From  1977-1980 in c lu s iv e , th e  R oyal D utch  P etro leum  
C o m p an y ’s 60 p e r ce n t sh a re  o f e a rn in g s  a r is in g  on th e  UK 
C o n tin e n ta l S h e lf  w as inc luded  in  d e b its  and  c red its  w ere 
n e t  of on ly  th o se  a r is in g  on th e  U n ite d  K ingdom  m a in la n d . 
From  1981-3 c re d its  inc luded  on ly  th e  U n ite d  K ingdom 's 40 
p er c e n t sh a re  o f o v e rsea s  e a rn in g s  w h ils t  th e  D utch  60 per 
ce n t sh a re  of UK e a rn in g s  w as w holly  inc luded  in  d eb its .

B a n k s  a n d  in s u r a n c e  c o m p a n ie s
In fo rm ation  on th e  d ire c t in v e s tm e n t e a rn in g s  of UK re g is 
tered  b an k s , from th e ir  o v e rseas  b ra n c h e s , su b s id ia r ie s  and  
a sso c ia te s  and  of o v e rseas-reg is te red  co m p an ies  from th e ir  
UK b an k in g  a ff ilia te s  is co llected  in  an  a n n u a l in q u iry  c a r
ried o u t by th e  B ank o f E n g lan d . The in q u iry  covered all 
lis ted  b a n k s  up to  th e  end  of 1981 an d  covers th e  m o n e ta ry  
sector from 1982 o n w ard s. An a n n u a l in q u iry  by th e  A ssoci
a tio n  of B ritish  In su re rs  (ABI), w hich  i t  conducts on b e h a lf  
o f th e  DTI. form s th e  b a s is  for e s t im a te s  of d irec t in v e s tm e n t 
e a rn in g s  by UK in su ra n c e  co m p an ies . New in q u irie s  to  in 
su ran ce  com pan ies w ere in troduced  in  1984.

Earnings on overseas assets by other UK residents
T his com prises th e  e a rn in g s  of UK oil co m p an ies  before
1984, UK re s id e n t f in a n c ia l in s t i tu t io n s  and  p erso n s from
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in v e s tm e n t in p ro p erty  o v e rse a s  an d , up to  th e  end o f 1982, 
c e r ta in  o v erseas  e a rn in g s  o f co n stru c tio n  co n trac to rs . E a rn 
in g s on o v e rsea s  p ro p erty  a re  e s tim a te d  from th e  levels of 
such  a s se ts  held by fin an c ia l in s t i tu t io n s  an d  in fo rm ation  on 
th e  to ta l o v e rsea s  incom e of th e  in s ti tu tio n s . (P roperty  e a rn 
in g s  o f n o n -fin an c ia l co m p an ies  a re  inc luded  in d is tin g u ish - 
ab ly  u n d e r co m p an ies , above.) The o v erseas  e a rn in g s  of con
s tru c tio n  co n trac to rs  inc luded  here  re p re s e n t an  e s tim a te  of 
p a r t  o f th e ir  d irec t in v e s tm e n t incom e p rev io u sly  covered 
w ith in  se rv ices e a rn in g s ; th e y  su p p le m e n t th e  e x is tin g  in 
com ple te  in fo rm atio n  for co n s tru c tio n  contractors*  d ire c t in 
v e s tm e n t incom e. They h av e  n o t been  added  in to  th e  to ta l 
for co m p an ies  a n d  public  co rp o ra tio n s  in  T able 5.2 since 
in fo rm atio n  is n o t a v a ila b le  in  d e ta il  for in co rp o ra tio n  in th e  
f irs t  section  of t h a t  ta b le . T hey  a re  inc luded  w ith  in d u s tr ia l 
an d  com m ercial co m p an ies  a n d  p e rso n s  in  T ab le  5.2A.

E arnings on UK liabilities: m isce llan eou s property in vest
m ents in the UK
T h is  co m p rises  n o tio n a l e s t im a te s  of in te re s t  due to o v erseas  
o w n ers  of re s id e n tia l p ro p e rty  in  th e  U n ited  K ingdom . 
(H o ld ings o f such  p ro p e rty  by o v e rsea s  p a re n t  com pan ies a re  
m a in ly  c la ss ified  as p a r t  o f co m p an ie s ' d ire c t in v e s tm e n t 
and  a re  covered in  th e  a p p ro p r ia te  ca tego ry  above.)

E a rn in g s on p ortfo lio  in v estm en t (Table 5.3)

E arnings on in vestm en t overseas by UK residents
E a rn in g s  on UK a s se ts  c o n s is t o f d iv id en d s  and  in te re s t  
received  by UK re s id e n ts  on th e ir  ho ld ings of o verseas gov
e rn m e n t an d  m u n ic ip a l loan  stock  and  on bonds and  sh a re s  
o f o v e rsea s-reg is te red  co m p an ies . A la rge  p a r t  of th e  to ta l is 
received  by UK fin a n c ia l in s t i tu t io n s , e a rn e d  on th e ir  in v e s t
m e n ts  th a t  a re  n o t considered  to h av e  to led to  th e  ac q u is i
tio n  o f an  o v e rseas  a ff ilia te , an d  so c lass ified  a s  portfolio 
r a th e r  th a n  d ire c t in v e s tm e n t (see section  6 no tes also). 
E s tim a te s  o f portfo lio  in v e s tm e n t incom e a re  derived  from 
s ta t is t ic a l  in q u ir ie s  to b a n k s  and  m ost o th e r  fin an c ia l in 
s t i tu t io n s  su p p le m e n te d  by e s tim a te s  of a s s e t  levels and  
ra te s  o f re tu rn  for o th e r  UK re s id e n ts . In e a rly  y e a rs  in 
fo rm ation  from th e  In lan d  R evenue w as a lso  used.

E a r n in g s  o n  o v e rs e a s  in v e s tm e n t  in  th e  U n ite d  K in g d o m  
In te re s t  on ho ld ings of B r it is h  g o v e r n m e n t s to c k s  by n o n 
re s id e n ts  is e s tim a te d  by th e  B ank of E n g lan d  from in fo rm a
tio n  on th e  leve ls  o u ts ta n d in g  an d  a p p ro p r ia te  ra te s  o f in te r 
e s t.

In te re s t  on B r itis h  g o v e r n m e n t fo re ig n  cu rre n c y  b o n d s  
r e la te s  to bonds issu ed  to o v e rsea s  official ho lders of s te r lin g  
in  1977 and  HM G o v e rn m en t's  $350 m illion  New York bond 
issu e . Also inc luded  is in te re s t  on foreign cu rren cy  secu ritie s  
o rig in a lly  issu ed  by public co rp o ra tio n s  u n d e r th e  ex ch an g e  
cover schem e an d  su b se q u e n tly  a ss ig n ed  to HM G overnm ent. 
I t  is  know n by th e  B ank o f E n g lan d . In te re s t  paid  to  o v er
se a s  re s id e n ts  on th e ir  h o ld in g s o f H M  G o v e r n m e n ts  f l o a t  
in g  ra te  n o te s  (p a r t of th e  $2.5 b illion  and  $4 b illion  issu es 
in 1985 and  1986 resp ec tiv e ly ) is e s tim a te d  from th e  lia b il
ity  level and  know n in te re s t  ra te s .

E s tim a te s  of in te re s t  on fo re ig n  c u rre n c y  se c u r itie s  is 
sued  by local a u th o r itie s  an d  public  co rp o ra tio n s  and  on 
b o n d s  is su e d  b y  U K c o m p a n ie s  a re  m ade by th e  B ank of 
E n g lan d .

E s tim a te s  of d iv id en d s on U K c o m p a n y  o r d in a r y  sh a re s  
a re  derived  from Stock E x ch an g e  d a ta  on d iv idend  p a y 
m e n ts , in fo rm atio n  g iven  to th e  D e p a rtm e n t of In d u s try  on 
o v e rsea s  o w n ersh ip  of sh a re s  a t  e n d -1975 and  d e ta ils  of 
c e r ta in  tra n sa c tio n s  in  se c u ritie s  recorded by th e  B ank of 
E n g lan d  m ore recen tly . E s tim a te s  o f a p p ro p ria te  ta x  re lie f  
refunded  by th e  In lan d  R evenue u n d er d o u b le -tax a tio n  
a g ree m e n ts  a re  a lso  included .

4

1

t.

byllKbinl^ 
Deposits ond " 

UK residBf'ls ol
govemm«''t

Trensact'O'’* 
Othei issei!

Official rasefves
Other external assi

total earnings 01
Ceneral goverr'inB 
Public cofporal'Ot' 
UK banks 
UK noi»-banl( privi

TOTAL CREDITS

URNINGS ON UK U 
(Inierest. profits a

total DEBITS

net

^ etsanouas

5 , " "
UK r!'*  "'■•m s,t,



Vi

to tk.
J  '̂’<1 Of 19., 

^  from the) ■

‘Wonnr'

'̂ 'fseas aal
''P̂ sent ati"  ̂°̂ ”'“-

''°"" Pf̂ vio »t
>P''">e„, «ve^

’̂ " “kded int *"•
■» Tabi? 5 2' ̂ -̂2 since

industrial
included 

“  T a b le  5.2A.

Inneous Pfopeny iinvest-

, ,, to overseas
Umted Kingdom, 

MS parent companies are 
antes' direct investment 
tategory above.)

ment (Table 5.3)

Earnings on assets and liabilities

SUMMARY OF EARNINGS ON UK EXTEl 
(INTEREST, PROFITS AND DIVIDENDS)

£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EARNINGS ON EXTERNAL ASSrTS OF THE UK 
{in terest, p ro fits  and d iv idends cred its )

D irect investm ent overseas by UK residents 
P ortfo lio  investm ent in overseas securities

HHBY 2 834 3 216 5 819 5 049 5 418 4 804 6 198 7 824 7 761 7 656 10 584

by UK residents
Lending e tc to  overseas residents

CGNV 328 400 540 750 990 1 650 2 663 3 684 4 984 5 809 5 545

by UK banks
Deposits and lend ing overseas by

HERG 5 021 6 559 9 812 16 045 28 740 34 502 30 709 36 664 35 823 30 910 28 569

UK res iden ts  o th e r than banks and general
governm ent;

T ransactions w ith  banks abroad HERH 168 216 355 684 1 158 1 596 1 388 1 708 1 975 1 673 1 713
O ther assets HERJ 80 97 163 215 253 865 748 1 002 1 031 824 646

O ffic ia l reserves
Other exte rna l assets o f centra l

HHCB 233 536 653 799 857 761 589 587 538 608 854

governm ent HER! 152 157 163 148 113 218 176 230 197 157 78

TOTAL EARNINGS ON ASSETS OF
General governm ent CGNR 385 692 816 946 971 979 764 817 735 764 932
Public corpora tions HERK 66 58 57 84 116 38 41 59 49 57 63
UK banks HERL 5 210 6 789 10 153 16 475 29 392 34 994 31 724 38 004 38 161 33 716 30 981
UK non*bank private  secto r HERM 3 156 3 640 6 478 6 183 7 050 8 385 9 942 12 809 13 364 13 098 16 113

TOTAL CREDITS CGJS 8 816 n  181 17 505 23 690 37 529 44 396 42 471 51 699 52 309 47 637 48 089
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EARNINGS ON UK LIABILITIES TO OVERSEAS RESIDENTS 
{in terest, p ro fits  and d iv idends deb its )

D irect investm ent in the UK by overseas 
residents

P ortfo lio  investm ent in the UK by overseas 
residents

Borrow ing etc from  overseas residents 
by UK banks

Borrow ing from  overseas by UK residents 
o ther than banks and general governm ent 

T ransactions w ith  banks abroad 
O ther lia b ilit ie s

Other externa l lia b ilit ie s  o f general 
governm ent

TOTAL EARNINGS ON LIABILITIES OF:
General governm ent
Public corpora tions
UK private  sector

TOTAL DEBITS

HHCH 2 001 2 233 3 996 4 773 4 702 4 667 5 266 6 279 7 464 5 326 5 745 ■

HERN 670 782 844 1 084 1 212 1 303 1 362 1 549 1 825 2 385 3 236 1

HERP 5 232 6 526 10 437 16 527 28 684 34 811 30 925 37 017 37 841 32 591 31 151 1

HERO 324 513 683 1 179 1 437 1 752 1 631 1 888 1 808 1 665 1 758 1
HERO 59 71 90 51 53 124 136 200 267 297 368 H

HERR 265 250 250 272 231 293 304 333 304 294 308 1

HERS 565 650 681 895 940 1 092 1 189 1 327 1 478 1 669 1 977
1

HERT 330 415 431 442 478 465 458 501 456 398 334 H
HERU 7 656 9 310 15 187 22 549 34 902 4 1 392 37 976 45 437 47 575 40 491 40 255

CGGK 8 551 10 375 16 300 23 886 36 319 42 950 39 624 47 266 49 509 42 558 42 566

NET EARNINGS ON 
ASSETS AND LIABILITIES OF;

General governm ent 
Public corpora tions 
UK private  sector

TOTAL NET INTEREST. PROFITS & 
DIVIDENDS

HERV
HERW
HERY

-180
-264

710

42 
-357 

1 119

135 
-374 

1 444

51
-358

109

31 
-362 

1 540

-113 
-427 

1 987

-425 
-417 

3 690

-510  
-432 

5 376

-743 
-407 

3 950

-905 
-341 

6 323

-1 045 
-271 

6 839

CQOA 265 806 1 205 -196 1 210 1 446 2 847 4 433 2 800 5 079 5 523

3 3



Earnings on a ssets  and liabilities

TABLE 5.2 EARNINGS ON DIRECT INVESTMENT
£ m illio n

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EARNINGS ON INVESTMENTS OVERSEAS BY UK RESIDENTS 
(In te res t, p ro f its  and d iv id e n d s  - c re d its )

By co m p a n ies  and p u b lic  co rp o ra tio n s  
(e xc lu d in g  o il co m p a n ie s  be fo re  1964) 

P ro fits  o f su b s id ia rie s  (1)
U n re m itte d  p ro fits  
D iv idends  re m itte d  

Net in te re s t rece ived 
P ro fits  o f branches

CGOY
HCMP
HCJL
HCOU

1 292
648

52
301

1 259 
780 

40 
267

1 622
831

54
336

1 634
935

33
332

2
1

031
100
41

374

1 699 
1 183 
-181 

270

2
1

226
416
-31
398

4 885 
2 375 

-129  
587

4 698 
2 741 

-1 5 6  
376

4 409 
3 001 

-161 
306

7 105 
2 900 

93 
482

T o ta l
By o th e r UK res iden ts

HCCX 2 293 2 346 2 843 2 934 3 546 2 971 4 009 7 718 7 659 7 555 10 580

(in c lu d in g  som e fin a n c ia l com pan ies
a nd ,b e fo re  1984, o il co m p a n ie s ) HH0W 541 870 2 976 2 115 1 872 1 833 2 189 106 102 101 104

TOTAL EARNINGS ON UK ASSETS HHBY 2 834 3 216 5 819 5 049 5 4 18 4 804 6 198 7 824 7 761 7 656 10 684

EARNINGS OF OVERSEAS RESIDENTS ON INVESTMENTS IN THE UK 
(In te re s t, p ro fits  and d iv id e n d s  : d e b its )

In n o n -o il com pan ies. 
P ro fits  o f su b s id ia r ie s  (1) 

U n re m itte d  p ro fits  
D iv idends re m itte d  

N e t in te re s t paid 
P ro fits  o f branches

HBZT
HCPG
HCMN
HBTR

T o ta l n o n -o il com pan ies CGNX

In o il com pan ies 
U n re m itte d  p ro fits  
D iv idends  and in te re s t re m itte d

HERX
HERZ

T o ta l o il com pan ies CGOC

M isce lla n e o u s  p ro p e rty  in ve s tm e n ts HESG

TOTAL EARNINGS ON UK LIABILITIES HHCH

837 720 1 226 689 638 766 1 047 1 409 1 644 857 1 692
335 573 598 793 692 775 728 924 1 131 1 798 1 258

71 37 37 114 187 113 131 148 138 142 143
189 196 216 277 444 427 402 484 546 314 -1 6

1 432 1 526 2 077 1 873 1 961 2 081 2 308 2 965 3 459 3 111 3 077

391 310 1 151 1 541 945 371 167 936 2 079 513 1 180
174 393 764 1 355 1 789 2 207 2 783 2 370 1 918 1 694 1 480

565 703 1 915 2 896 2 734 2 578 2 950 3 306 3 997 2 207 2 660

4 4 4 4 7 8 8 8 8 8 8

2 001 2 233 3 996 4 773 4 702 4 667 5 266 6 279 7 464 5 326 5 745

1 in c lu d in g  assoc ia ted  co m p a n ies

TABLE 5.2A EARNINGS ON DIRECT INVESTMENT: SECTOR ANALYSIS
£ m illio n

34

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EARNINGS ON INVESTMENT OVERSEAS BY UK RESIDENTS
(In te res t, p ro fits  and d iv id e n d s  : c re d its )

By. UK banks HCNG 169 190 291 350 452 142 175 -8 3 37 185 -65
O ther f in a n c ia l in s t itu t io n s  
In d u s tr ia l and co m m e rc ia l co m p a n ies

HESB 237 288 275 202 138 107 323 316 365 921 592

(in c lu d in g  o il co m p a n ie s ) and persons HESC 2 380 2 700 5 221 4 443 4 742 4 541 5 694 7 572 7 361 6 541 10 149
P ublic co rp o ra tio n s HESD 49 37 32 54 85 14 7 19 -2 9 8

TOTAL EARNINGS ON UK ASSETS HHBY 2 834 3 216 5 819 5 049 5 418 4 804 6 198 7 824 7 761 7 656 10 684

EARNINGS OF OVERSEAS RESIDENTS ON INVESTMENTS IN THE UK

I

1
(In te res t, p ro fits  and d iv id e n d s  : d e b its )

In: UK banks HESE 254 236 265 317 484 675 661 762 1 027 673 28
O ther fin a n c ia l in s t itu t io n s  
In d u s tr ia l and co m m e rc ia l com pan ies

HCDJ 14 13 16 28 29 11 -34 -27 77 182 

4 463

248

461(in c lu d in g  o il co m p a n ies ) HESF 1 729 1 980 3 711 4 424 4 182 3 973 4 631 5 536 6 352 5
O ther (p rope rty ) HESG 4 4 4 4 7 8 8 8 8 8 8

TOTAL EARNINGS ON UK LIABILITIES HHCH 2 001 2 233 3 996 4 773 4 702 4 667 5 266 6 279 7 464 5 326 5 745 :

earning. J diviiJS
on oversea*Eammss ofities

S '5 - , 10,h.r UH

All UK resid®"’*

earnings on over

(interest end dwd'

Earnings on l)^ 56 '̂  ̂
residents

British government 
Earnings by. 

Oversees euti 
Other oversee

Total

British government 
and notes

Local authorities’ < 
Sterling
Foreign currency 

cover scheme 
Other foreign cu

Total

Total



Earnings on assets and liabilities

718

i

INVESTMENT

1977 1978 1979

EARNINGS ON INVESTMENT OVERSEAS BY UK RESIDENTS 
(in te res t and d iv idends . c red its )

Earnings on overseas governm ent and 
com pany securities  by:

1980 1981 1982 1983 1984 1985

£ m illion

1986 1987

UK banks HESH • • « • • 4 80 200 350 840 1 423 2 301 2 621 2 477
O ther UK financ ia l in s titu tio n s■ HESI • • • ^ 356 467 846 1 247 1 669 2 005 2 531 2 5301

O ther UK residents HESJ % » • • • 314 323 454 576 592 678 657 538

A ll UK residents
j

C6NV 328 400 540 750 990 1 650 2 663 3 684 4 984 5 809 5 545

i

j

10.

7 761
lU 

10 684 EARNINGS ON OVERSEAS INVESTMENT IN THE UK 
(In terest and d iv idends deb its )

9 K 3 459 3 1)1 3 077

936 2 079 513 1 180
370 1918 1 594 1469

3C« 3 997 2 207 2 660

8 8 6 8

279 7 464 5 326 5 745

t m il l io i i

Earnings on UK secu rities  by overseas 
residents

British  governm ent stocks 
Earnings by:

Overseas authorities(exchange  reserves) HESK 105 111 105 220 296 340 338 376 455 532 627 ■
O ther overseas residents HESL 180 232 262 346 351 390 484 552 682 769 933 1
Tota l HESM 285 343 367 566 647 730 821 927 1 137 1 301 1 560 1

British  governm ent fo re ign  currency bonds 1
and notes HESN — 39 44 40 42 49 45 49 19 57 92 1

Local a u th o ritie s ' securities 1
S terling HESO 11 13 16 17 20 19 19 18 18 17 17 H
Foreign currency under the exchange H

cover scheme HESP — — - - — 1 — — H
O ther fo re ign  currency HESO 4 5 4 • — - - — — - — 1

Public co rpo ra tions ' securities: 1
Issued under the exchange cover scheme HESR 132 114 99 118 112 96 89 90 71 58 50 H
Other (fo re ign  currency) HESS 31 28 17 19 22 23 16 17 8 3 1 1

UK com panies ' securities: 1
Issued under the exchange cover schem e HEST - — • - — - — * 17 14 15 H
O ther bonds etc. HESV 86 104 109 132 165 180 156 155 164 395 660 H
O rdinary shares HESU 121 136 187 192 204 205 216 292 391 540 841 1
Tota l HESW 207 240 296 324 369 385 372 447 572 949 1 516 1

TOTAL EARNINGS ON SECURITIES ISSUED BY: 1
General governm ent HESX 300 400 431 623 709 799 885 994 1 174 1 375 1 669
Public corpora tions HESY 163 142 117 137 135 119 105 107 79 61 51
UK com panies HESW 207 240 296 324 369 385 372 447 572 949 1 516

Total HERN 670 782 844 1 084 1 212 1 303 1 362 1 549 1 825 2 385 3 236

1987

0

7 361 
■2

7 761

6 5-; '1

7 10 68̂

3 6
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6 The net overseas earnings o f U nited Kingdom
financial institu tions (’The City’)

Summary
T able  6.1 b rin g s  to g e th e r  a ll th e  id e n tif ia b le  c u r re n t  acco u n t 
tra n s a c tio n s  of C ity  in s t i tu t io n s .

The o v erseas  e a rn in g s  o f UK fin a n c ia l in s t i tu t io n s  a re  
com posed o f tw o m a in  ty p e s  o f rev en u e : re c e ip ts  for work 
done in  th e  w ay o f se rv ices , and  re c e ip ts  from  in v e s tm e n ts  
in  th e  form  of in te re s t ,  p ro fits  or d iv id e n d s . In  th e  m ain  
ta b le s  of th is  p u b lica tio n  th e s e  tw o ty p e s  o f incom e from 
ab ro ad  a re  a llo ca ted  to d iffe re n t accoun ts: th e  se rv ice  e a rn 
in g s a re  show n s e p a ra te ly  in T ab le  3.6, w h ils t  th e  am o u n ts  
e a rn e d  o v erseas  in  th e  form  o f in te re s t ,  p ro fits  an d  d iv id e n d s  
a re  inc luded  in  T ab le  5.1.

The in s t i tu t io n s  se lec ted  for T ab le  6.1 a re  th o se  w hich  a re  
g e n e ra lly  recognised  a s  th e  ’C ity  o f L ondon '. A lthough  th is  
c a n n o t be defined  w ith  p rec is io n , i t  is in te rp re te d  h ere  a s  a 
g roup  of in s t i tu t io n s  an d  n o t a s  a g eo g rap h ica l p lace . The 
in s t i tu t io n s  concerned  a re  loca ted  la rg e ly  w ith in  th e  geo
g rap h ic  C ity  an d  acco u n t for a la rge  p ro p o rtio n  o f its  eco
nom ic a c tiv ity , b u t  th e re  a re  e x c e p tio n s , for e x a m p le , som e 
in su ra n c e  co m p an ies , p en sio n  fu n d s and  m isce llan e o u s  fi
n a n c ia l in s t i tu t io n s  a lth o u g h  inc luded  in  th e  fig u res  in  th is  
sec tio n , a re  located  o u ts id e  th e  C ity , w h ile  som e o v erseas  
e a rn in g s  g e n e ra te d  w ith in  th e  C ity  a re  ex c lu d ed . E x a m p le s  
o f th e  la t te r  a re  th o se  o f p ro fe ss io n s  such  a s  a c c o u n ta n ts , 
a c tu a r ie s , so lic ito rs  an d  b a r r is te r s .  The e a rn in g s  o f th e  in 
s t i tu tio n s  se lec ted  for in c lu sio n  in  th is  sec tio n  a re  w idelv  
accep ted , how ever, a s  in d ic a to rs  o f th e  o v e rse a s  e a rn in g s  of 
th e  C ity , a lth o u g h  th e  e x a c t  size o f th e ir  to ta l  d e p e n d s  to 
som e e x te n t  on th e  se lec tio n  p rocess itse lf . D e ta ils  a re  g iven  
o f th e  e s tim a te d  g ross portfo lio  incom e o f s e c u r it ie s ' d e a le rs , 
and  e s tim a te d  o v e rse a s  com m ission  on se c u r itie s  d e a lin g  is 
inc luded  u n d e r o th e r  b rokerage  e a rn in g s . R e liab le  e s t im a te s  
o f o th e r  o v e rseas  e a rn in g s  o f s e c u r i t ie s ’ d e a le rs  a re , how ever, 
n o t a v a ila b le  (see n o tes  on page 37).

Detail

In su ra n ce
The coverage o f u n d e rw ritin g  an d  b ro k erag e  e a rn in g s  a re  
described  on page 21. The coverage o f d ire c t in v e s tm e n t 
e a rn in g s  an d  p ro p e rty  incom e a re  d escrib ed  on page 32.

Portfo lio  in v e s tm e n t incom e covers a ll o th e r  form s o f in 
v e s tm e n t e a rn in g s . New in su ra n c e  in q u ir ie s  p rov ided  m ore 
com plete  in fo rm atio n  for th e  portfo lio  e a rn in g s  o f in su ra n c e  
co m p an ies  in  1984, an d  p rev io u s y e a rs ' fig u res  c o n ta in  e s 
t im a te s  to allow  for th e  ch an g e  in  coverage.

The figu res for L loyd 's  in c lu d e  portfo lio  in v e s tm e n t in 
com e on funds w hich  a re  held  o v e rse a s  to  su p p o rt b u s in e ss  
u n d e rw ritte n  in  th o se  co u n trie s . T h is  incom e w hich  is g e n 
e ra lly  re in v es ted  in th e se  o v e rse a s  fu n d s (see Portfolio invest
ment, sec tion  8) is now n e t  o f e a rn in g s  d is tr ib u te d  to  L loyd 's  
o v e rseas  m em bers. R eceip ts in re sp ec t o f m a n a g e m e n t s e r 
v ices provided to  o v e rsea s  m em b ers o f L loyd’s sy n d ic a te s  a re  
now included  in  th e  u n d e rw ritin g  fig u res . L loyd 's  is c la s 
sified  to  th e  p erso n a l sec to r in  th e  ta b le s  in  sec tion  5 r a th e r  
th a n  to  th e  fin an c ia l in s t i tu t io n s ’ secto r. T h is  is in  lin e  w ith  
UK n a tio n a l acco u n tin g  p rac tice .

B an k in g
In  line  w ith  th e  d e fin itio n  o f 'r e s id e n t ' on p ag e  5, th e  b a n k 
ing  figu res re p re se n t th e  n e t  re c e ip ts  from  th e  o v e rseas  
o p e ra tio n s  of a ll b a n k s  in  th e  U n ited  K ingdom , in c lu d in g  
th o se  of b ra n c h e s  in  th e  U n ited  K ingdom  o f foreign-ow ned 
b an k s . To th e se  rece ip ts  a re  added  th e  to ta l p ro fits  e a rn e d  
by o v erseas  b ran ch e s , su b s id ia r ie s  an d  a sso c ia te s  of B ritish - 
ow ned b an k s , less th e  to ta l p ro fits  e a rn e d  by UK b ran ch e s , 
su b s id ia r ie s  and  a sso c ia te s  o f foreign-ow ned b a n k s , regard -
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less in  bo th  cases  of w h e th e r th e se  p ro fits  a r ise  from in te r 
n a tio n a l or dom estic  tra n sa c tio n s . For th e  purpose of th is  
ta b le  b a n k in g  covers UK b an k s  (th e  UK m o n etary  sector), 
th e  Issu e  D e p a rtm e n t of th e  B ank of E ng land  and  e a rn in g s  
o th e r  th a n  d irec t and  portfo lio  in v e s tm e n t e a rn in g s  of 
’m isce llan eo u s  fin an c ia l in s t i tu t io n s ’ (see g lo ssa ry , page 72). 
T h is d iffers from th e  tre a tm e n t in  T ab le  5.1 w here in  recen t 
y e a rs  in s t i tu t io n s  o u ts id e  th e  UK m o n e ta ry  sec to r a re  cov
ered  u n d e r th e  h ead in g s  for g en era l g o v ern m en t or o th e r  UK 
re s id e n ts  as a p p ro p r ia te  (see n o tes  to  section  5).

T he re c e ip ts  from o v erseas  o p e ra tio n s  o f a ll b an k s  in th e  
U n ited  K ingdom  th u s  com prise:

(i) n e t  rece ip ts  of b a n k s  from b a n k in g  serv ices th ey  pro
v ide to o v e rsea s  cu sto m ers , in c lu d in g  a rb itra g e , and  n e t 
re c e ip ts  from b an k in g  ch arg es and  com m issions;
(ii) n e t rece ip ts  for m an a g e m e n t se rv ices rendered  by UK- 
re g is te re d  b a n k s  to  th e ir  o v e rseas  b ran ch e s , su b s id ia rie s  
an d  a sso c ia te s ;
(iii) in te re s t ,  p ro fits  an d  d iv idends accru ing  to th e  U nited  
K ingdom  from  th e  o v e rseas  b ran ch e s , su b s id ia r ie s  and  
a s so c ia te s  o f U K -reg iste red  banks;
(iv) incom e from  portfo lio  in v e s tm e n ts  o verseas by banks 
on th e ir  ow n account;
(v) in te re s t  an d  d isco u n ts  received on UK e x p o rt cred it;
(vi) in te re s t  an d  d isco u n ts  received  on len d in g  in  s te rlin g  
or fo reign  cu rren c ie s  to o v e rseas  re s id en ts ;

The to ta l  w hich  is  d eb ited  a g a in s t  th e se  rece ip ts  com prises: 
(i> n e t  p a y m e n ts  for m an a g e m e n t se rv ices rendered  by 
o v e rse a s  co m p an ies  to  th e ir  UK b a n k in g  b ran ch es, su b sid 
ia r ie s  a n d  a sso c ia te s ;
(ii) a m o u n ts  due from UK b an k in g  b ran ch e s , su b s id ia rie s  
an d  a sso c ia te s  to o v erseas  head  offices or p a re n t com
p a n ie s  in th e  form o f in te re s t ,  p ro fits  and  d iv idends;
(iii) p a y m e n ts  o f in te re s t  to o v erseas  re s id e n ts  by banks 
in  th e  U n ited  K ingdom  on lia b ilitie s  d en o m in a ted  respec
tiv e ly  in  s te r l in g  and  in  foreign cu rren c ies .

The coverage o f b a n k s ’ e a rn in g s  from  serv ices is  described  on 
page 21.

R eceip ts  from  len d in g  to  n o n -re s id en ts  include in te re s t  on 
o v e rd ra fts  and  loans; d isco u n ts  on b ills  connected  w ith  trad e  
be tw een  o v e rsea s  co u n trie s  and  w ith  UK im ports; and  d is
co u n t an d  in te re s t  on longer-term  c red it on UK ex p o rts  e x 
ten d ed  by th e  b an k s . H ow ever, n o tio n a l figures a re  included 
up to  th e  end  o f 1982 for th e  in te re s t  ea rn ed  by th e  b an k s on 
sh o rt- te rm  c re d it provided in  connection  w ith  ex p o rts . Since 
th e n  th e re  h a s  been  in su ffic ien t in fo rm ation  av a ilab le  on 
w hich  to  b ase  e s tim a te s . In te re s t  e a rn e d  on c red it ex tended  
by su p p lie rs  and  by th e  ECGD is, o f course, excluded  from 
th e  b a n k s ' e a rn in g s  a lth o u g h  d isco u n t ea rn ed  from overseas 
on com m ercia l b ills  held  by th e  Issue  D e p a rtm en t o f th e  
B ank o f E n g la n d  a re  included  in th is  tab le .

M ost e a rn in g s  in th e  U n ited  K ingdom  of o v erseas  banks 
w ill be th ro u g h  b ran ch es  or su b s id ia r ie s  s itu a te d  in th e  
U n ited  K ingdom . E a rn in g s  from o th e r  tra n sa c tio n s  d irectly  
be tw een  UK re s id e n ts  and  o verseas b an k s  a re  n o t included 
in  th e  above figures.

E s tim a te s  a re  based  m ain ly  on in fo rm ation  a v a ila b le  to 
th e  B ank  of E n g lan d  and  th a t  derived  in  th e  p a s t  from th e  
D e p a r tm e n t o f T rade and  In d u s try  a n n u a l in q u irie s  into 
tra d e  c re d it (w hich  ceased  a t  th e  end  of 1982).

L ea sin g
The e a rn in g s  covered h ere  re la te  on ly  to  sp e c ia lis t finance 
le a s in g  com p an ies , i.e. those  com pan ies w hose m ain  b u si
n ess  is f in an ce  le a s in g  ra th e r  th a n  o p e ra tin g  leasing . U nder
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a finance lease th e  a s se t concerned is u sua lly  leased  for all 
or most of its  useful life to a single user ( 'lessee ') and  its  full 
cost is recovered by th e  leas in g  com pany during  th e  period of 
th a t one lease. (O perating  leasing , in co n tra s t, u sua lly  in 
volves a sse t being leased  or hired ou t for sh o rte r  periods, 
possibly to several difTerent lessees.) In the  balance of p ay 
m ents accounts finance leasing  is tre a te d  as if i t  were lend
ing by th e  leasing  com pany to th e  lessee to finance his 
purchase of the  a sse t. Table 6.1 includes e s tim a te s  of the 
in te rest received (usually  in d is tin g u ish ab ly  w ith  th e  cap ita l 
repaym ents) by leas in g  com panies on th e ir  'lo an s '.

Investm ent trust com pan ies, etc.
The figures for in v es tm en t tru s ts  and  pension funds in Table 
6.1 have been derived from an n u a l re tu rn s  m ade by the 
tru sts  in  a ll y ears  and by p riva te  sector and public corpora
tions' pension funds since 1982. F igures for local au th o rity  
pension funds are estim ated  using  inform ation  on overseas 
holdings from an n u a l balance sh ee t inqu iries. Those for u n it 
tru sts  and  for pension funds before 1982 have been e s
tim ated  by assum ing  th a t  th e  income of these  in s titu tio n s  is 
a t a s im ila r ra te  to th a t  of th e  in v es tm en t tru s ts . P roperty  
unit t ru s ts ' income is included w ith th a t  for u n it tru s ts . All 
types of overseas income are  included, e.g. portfolio in v es t
m ent income and ea rn in g s from in v es tm en t in p roperty  over
seas. The figures have been reduced by th e  estim ated  
am ount of in te re s t paid abroad on foreign currency  borrow
ing. P aym ents abroad by th e  in s titu tio n s  in respect of d iv i
dends or income d is trib u tio n s , or pensions, and th e  overseas 
receipts and paym en ts of bu ild ing  societies, are  no t included 
here b u t are known or believed to be sm all.

Securities dealers
Gross earn ings on portfolio in v es tm en t are  based  on es
tim ated  levels of in v estm en t by secu rities dea lers . E stim ates  
are included here for a ll y ea rs  from 1980 a lthough  for n a 
tional accounts purposes (and in Table 5.3) secu rities  dealers 
are only classified as financia l in s titu tio n s  from th e  begin
ning of 1984.

T h e  City'
Com m odity traders, and export h ou ses
Com m odity tra d e rs  ea rn in g s  a re  e s tim a ted  by th e  Bank of 
E ng land . They co n sis t of profits on th ird -coun try  trad e , com
m issions ea rn in g s  on fu tu res  m ark e ts  and ea rn in g s on 
'd ifferences '. A full descrip tion  o f th ese  and  E x p o rt H ouses' 
ea rn in g s  is given on page 22.

B rokerage, etc.
T hese e s tim a te s  a re  th e  n e t overseas rece ip ts  under th e  
h ead in g  show n. 'O th er b rokers ' e a rn in g s  com prise es tim a ted  
overseas com m issions on secu ritie s  dealing , th e  overseas 
ea rn in g s  of gold and  s ilv e r bullion  d ea le rs , and  th e  n e t 
overseas rece ip ts  of foreign exchange  brokers.

W hile e s tim a te s  of o verseas ea rn in g s  of secu rities  dealers 
from brokerage com m ission a re  included re liab le  e s tim a te s  of 
th e  rem ain d er of secu ritie s  d ea le rs ' e a rn in g s  from services 
a re  no t av a ilab le , a lthough  th ey  a re  th o u g h t to be of th e  
order of £100 m illion to £200 m illion  in 1987. They are 
allow ed for w ith in  m iscellaneous serv ices in th e  balance of 
p ay m en ts  accounts (Table 3.6) b u t a re  no t included in th is  
tab le . A rrangem en ts for a com prehensive  system  of s ta t i s t i 
cal rep o rtin g  by secu ritie s  d ea le rs , includ ing  ea rn in g s  from 
all ty p es  o f overseas b u s in ess , are  being  d iscussed  by th e  
Bank of E ng land  and  th e  se c u ritie s ’ in d u stry .

The m ean in g  o f  'net* earn in gs
For financia l in s titu tio n s , serv ice ea rn in g s  (e.g. from in su r
ance and  com m odity dealing) a re  en te red , bo th  in Table 6.1 
and  e lsew here  in th e  b a lan ce  of p ay m en ts  accounts, only 
a fte r  deduction of th e  re le v a n t overseas ex p en ses  of th e  
in s titu tio n s  involved. This p ractice is followed in order to 
give an  e s tim a te  of th e  value  of th e  serv ice com ponent 
provided by th e se  in s titu tio n s . Service ea rn in g s  are th u s  
recorded 'n e t ' in th is  sense . The deb it e n tr ie s  in Table 6.1 
a re  th e  in v e s tm e n t incom e due abroad from th e  UK in su r
ance and ban k in g  sectors and  th e  in te re s t p ay m en ts  on 
borrow ing from non -residen ts  by UK banks, and  these  have 
been deducted in a rriv in g  a t  th e  to ta l 'n e t ' ea rn in g s  of 
financia l in s titu tio n s  in T able 6.1. The tab le  therefore  covers 
m ost id en tifiab le  c u rre n t account tra n sa c tio n s  involving UK 
financia l in s titu tio n s .
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'The City’

TABLE 6.1 OVERSEAS EARNINGS OF UNITED KINGDOM FINANCIAL INSTITUTIONS
(THE CITY*)

£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

Loca tion  
m a in  tab le

INSURANCE
C red its

C om panies
U n d e rw ritin g
D irect in v e s tm e n t incom e

P ro fits  fro m  overseas su b s id a rie s  
P roperty incom e 

P o rtfo lio  in v e s tm e n t incom e

L lo yd ’s
U n d e rw ritin g  (overseas bus iness  w r it te n  in UK) 
P o rtfo lio  in v e s tm e n t incom e

Brokers

T o ta l

D eb its
D irec t in ve s tm e n t incom e  due to  overseas a ff il ia te s

NET EARNINGS BY UK INSURANCE INSTITUTIONS

BANKING
(See no tes fo r  d e ta ils  o f in s t itu t io n s  cove red ) 
C red its

F inanc ia l ( in c lu d in g  in tra -c o m p a n y ) se rv ices 
D irect in ve s tm e n t incom e  due from  

overseas su b s id ia rie s , b ranches.e tc  
P o rtfo lio  in v e s tm e n t incom e 
In te re s t and d isco u n t on 

E xport c re d it
O the r le nd in g  in fo re ig n  cu rrenc ies  
O the r lend ing  in s te r lin g

T o ta l

D eb its
D irec t in ve s tm e n t in co m e  due to  overseas a ff il ia te s  
Net se rv ices rendered by overseas paren ts  
In te re s t on b o rro w in g  in fo re ig n  cu rrenc ies  
In te re s t on b o rro w in g  in s te rlin g

T o ta l

NET EARNINGS BY UK BANKING INSTITUTIONS

LEASING
In te re s t on overseas leas ing  by s p e c ia lis t 

fin a n ce  leas ing  com pan ies

INVESTMENT TRUSTS 
Gross incom e

less in te re s t pa id  on b o rro w in g  abroad

NET INCOME OF INVESTMENT TRUSTS

UNIT TRUSTS (ne t incom e)

PENSION FUNDS (ne t incom e)

SECURITIES DEALERS
Gross p o r tfo lio  in ve s tm e n t incom e

COMMODITY TRADERS AN D  EXPORT HOUSES

BROKERAGE. ETC EARNINGS 
B a ltic  exchange 
L lo yd 's  re g is te r o f sh ipp in g
O ther (secu ritie s  d ea lin g  co m m iss io n s , b u llio n  and 

fo re ig n  exchange)

TOTAL BROKERAGE . ETC. EARNINGS

TOTAL IDENTIFIED EARNINGS OF ABOVE INSTITUTIONS

3.6 HCCY 46 97 162 219 333 395 459 596 793 1 126 1 082

5.2 HCNC 230 276 256 177 107 58 255 104 43 623 663
5.2 HEAW 4 7 9 9 9 11 15 26 20 22 24
5.3 HEKX 64 77 95 136 221 344 463 648 665 745 693

3.6 HCC2 334 356 312 188 254 223 284 230 741 1 331 1 417
5.3 HCPB 48 70 112 153 128 244 270 324 355 318 258

3.6 HBUH 205 237 228 243 314 384 451 535 664 711 717

HCNF 931 1 120 1 174 1 125 1 366 1 659 2 197 2 463 3 281 4 882 4 854

5.2 HCPN 14 13 16 28 29 11 '3 4 '3 4 19 -31 20

HBUI 917 1 107 1 158 1 097 1 337 1 648 2 231 2 497 3 252 4 913 4 834

3.6

(see p36)
5.1
5.1

5.1

5 1

5.1

3.6

HBWR

HCNG
HESH

HC!Y
HDPU
HELO

HCOX

HESE
HCH2
HCBF
HCG2

HDRK

HBVR

HBXC

HCON
HCOI

HCJH

HBYT

HCLV

HCOD

HCMO

HCPE
HCHX

HCDV

HCDE

HBXL

318 357 417 466 545 669 739 913 1 i n 1 223 1 344

169 190 291 350 452 142 175 -8 3 37 185 '65
20 40 50 80 200 350 840 1 423 2 301 2 621 2 477

180 232 315 383 399 510 656 773 810 859 745
4 731 6 179 9 288 15 261 27 538 33 924 29 601 35 449 33 771 28 646 25 844

157 198 270 474 872 1 158 1 312 1 722 2 691 2 398 2 725

5 575 7 196 10 631 17 014 30 006 36 753 33 323 40 197 40 721 35 932 33 070

254 236 265 317 484 675 661 752 1 027 673 28
28 36 28 31 •11 85 76 99 88 54 57

4 924 6 183 9 717 15 324 27 156 33 207 29 172 35 133 34 723 29 409 27 449
308 343 720 1 203 1 528 1 899 2 053 2 315 3 613 3 620 4 142

5 514 6 798 10 730 16 875 29 157 35 866 31 962 38 309 39 451 33 756 31 676

61 398 '9 9 139 849 887 1 361 1 888 1 270 2 176 1 394

4 14 43 68 64 72 66 50 40

62 64 70 93 104 138 196 213 203 200 180
11 12 12 11 13 22 34 38 20 ! 1 9

51 52 58 82 91 116 162 175 183 189 171

12 15 23 34 41 63 109 135 113 178 218

17 24 46 87 107 326 459 559 618 697 732

4  4 » . 4  4 82 106 76 47 98 318 550 554

230 295 285 340 360 449 625 666 609 571 573

155 153 200 181 287 246 246 270 229 221 227

21 20 18 23 32 37 33 27 25 24 22

57 71 113 134 128 153 193 245 270 379 609

233 244 331 338 447 436 472 542 524 624 858

1 521 2 135 1 806 2 213 3 381 4 069 5 530 6 632 6 963 9 948 9 374
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Summary
Most en tries in the balance of paym ents accounts represen t 
resources provided (i.e. goods and services exported or im
ported and the use of investm ents) or changes in financial 
assets and liabilities. For the most part, any transaction  
between a UK resident and an overseas residen t will give 
rise such to two en tries, which are recorded in the  accounts 
with opposite signs (see general description of the accounts, 
page 5). For some transactions however, only one such en try  
appears. Exam ples are gifts of goods to overseas residents 
(which appear as a positive entry  under 'Visible trad e ' or 
'Services') and simple transfers to overseas residen ts of fi
nancial assets (which appear as a positive en try  in the 
capital account). The en tries  in th is section rep resen t the 
counterparts to such en tries (i.e. the  value of the  gifts of 
goods or of the assets transferred , both with a negative sign, 
in the two exam ples). Also included are counterparts to the 
capital account en tries resu lting  from money being brought 
to, or taken from, the U nited Kingdom by m igrants. How
ever, no entry  is included for those assets of 'tem porary ' 
m igrants th a t are retained in the home country; the re
designation of some of these asse ts  m ight appear in the 
capital account.

Some transfers may be of a cap ital nature  and not wholly 
appropriate to the cu rren t account. However, because of the 
difficulty in practice of d istingu ish ing  between those arising  
from curren t transactions (for exam ple, dependan ts ' allow an
ces) and those arising  from gifts of capital, all transfers 
other th an  occasional exceptional governm ent transac tions 
(see capital transfers in the glossary) are included in the 
current account.

Detail

General governm ent transfers

C redits
In recent years these comprise only receipts from European 
Community institu tions. More details of these credits are 
given in Table 10.2

Debits
Contributions and subscriptions to international organisations. 

This heading covers:
(i) European Community institu tions: For detailed  an a ly 
sis see Table 10.2
(ii) M ilitary: This covers contributions to the m ilitary  
budget and pension scheme of NATO and its agencies.
(iii) M ultilateral economic assistance: C ontributions to in 
ternational organisations such as the European Develop
m ent Fund and agencies of the United N ations to provide 
m ultilateral economic assistance to developing countries.
(iv) Other: Subscriptions to cover the adm in istra tive ex 
penses of various in ternational organisations.
This heading does not include subscriptions to the In te r

national Development Association and other in ternational 
lending bodies, nor gold subscriptions to the IMF: these are 
capital transactions and are shown in Tables 8.6 and 1.1 
respectively.

Bilateral aid.
This heading covers:
(i) Project grants: Cash grants to developing countries for 
the estab lishm ent or expansion of production and in fra
structure facilities. F inancial aid in loan form is included 
under capital transactions.
(ii) Non-project grants: Cash gran ts to developing coun
tries for use in financing imports and budgetary support; 
plus the value of goods and services provided w ithout

charge by the  UK governm ent e.g. as food aid or d isaste r 
relief. G ran ts given to cancel ex is tin g  debt are included 
here according to the  original repaym ent tim etable.
(iii) Technical co-operation: This rep resen ts  the value of 
the  provision of 'know-how* to  developing countries either 
as the  provision of qualified m anpow er or facilities for the 
tra in in g  of na tionals of these  countries. The pensions of 
former technical co-operation personnel are included under 
"p rivate  transfers" .

Military grants. These consist of cash g ran ts  for m ilitary  
purposes and the  value of goods and services of a m ilitary  
n a tu re  provided w ithout charge to overseas countries and 
in te rn a tio n a l o rgan isations by the  UK governm ent.

Social Security benefits. These com prise n a tio n a l insurance 
re tirem en t and w ar pensions paid to overseas residen ts, net 
of contributions received from overseas residen ts.

Except w here economic or m ilita ry  aid is involved, no 
en try  is made e ither under governm ent g ran ts  or under 
governm ent receipts in respect of fixed asse ts  transferred  
w ithout charge to overseas countries.

Inform ation on general governm ent tran sfe rs  is obtained 
from official records.

Private transfers

The cred it series comprises:
(i) The savings from work of UK n a tio n a ls  in Middle E ast 
oil- producing countries, estim ated  from the  num ber of UK 
passport holders registered in these countries and a s
sum ed average savings per worker in 1985; and the trend 
over time in the  global tran sfe rs  deb its of the  countries 
concerned.
(ii) Pension paym ents and o ther tran sfe rs  (including im
m igran ts ' asse ts) from OECD countries, estim ated  m ainly 
from inform ation supplied by these countries on their 
paym ents to the  United Kingdom.
(iii) S im ilar transfers  from o th er countries. These are es
tim ated  by app ly ing  appropria te  percentages to the  pub
lished global transfers  deb its figures of ten  countries, with 
a percentage addition for the  re s t of the  world; and assum 
ing an average am ount of a sse ts  per im m igrant.

The debits series comprises:
(i) Cash gifts from UK households to dependants etc. 
abroad, and legacies. The m ethod of ex trap o la tin g  cash 
gifts has been revised th is  y ear to make use of inform a
tion made availab le  by certa in  o ther countries on their 
receipts from the  U nited Kingdom. These d a ta  are used in 
conjunction w ith inform ation on such gifts collected in the 
Fam ily E xpenditure Survey and, especially  for recent 
years, the trend  in UK personal disposable income. Lega
cies are ex trapo lated  using d a ta  on the num ber of deaths 
in the U nited Kingdom and UK prices.
(ii) Paym ents abroad by voluntary  aid agencies (data are 
supplied by the  agencies).
(iii) Emigrants* assets. The series is based on Exchange 
Control records (to 1979) and d a ta  collected from emi
g ran ts in the  In terna tional Passenger Survey.
(iv) The 'g ift' elem ent in parcel post, estim ated  from a 
sam ple enquiry held by the D epartm ent of Trade and 
Industry.
(v) Pensions paid abroad (other than  social security bene
fits - included above). E stim ates are supplied by the fund 
m anagers.

€

j

s

.............

39

n
1. ^  «  «

r



TABLE 7.1 TRANSFERS

£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

GENERAL GOVERNMENT TRANSFERS

CREDITS
European Com m unity ins titu tio ns(1 ) HDKD 298 439 550 958 1 675 2 154 2 235 2 392 1 870 2 138 2 271

DEBITS
Contributions and subscriptions to

international organisations
European Com m unity in s titu tio n s(1 ) HDLN 750 1 364 1 626 1 783 2 188 2 878 2 994 3 213 3 804 2 812 4 066
M ilitary HDKF 26 28 24 31 37 39 26 43 27 50 53
M ultila tera l econom ic assistance HCHJ 105 78 150 112 109 127 140 143 156 178 171
Other HCKL 123 128 152 143 138 158 183 203 228 253 248

Bilateral aid
Project grants HCIL 61 123 176 210 332 238 257 279 253 311 183
N on-pro ject grants HCJl 122 145 170 132 80 91 91 89 138 114 121
Technical co-operation HDJl 96 119 152 186 172 167 186 192 223 231 266

Total CGEG 279 387 498 528 584 496 534 560 614 656 570

M ilitary  grants HDJO 5 6 5 7 17 21 22 18 24 32 26
Social security benefits HBVJ 93 112 n i 134 209 224 266 311 349 390 424

Total governm ent debits CGGJ 1 381 2 103 2 566 2 738 3 282 3 943 4 165 4 491 5 202 4 371 5 558

BALANCE HDKH -1 083 -1  664 -2  016 -1 780 -1  607 -1  789 -1  930 -2  099 -3  332 -2  233 - 3  287

PRIVATE TRANSFERS

CREDITS CGJV 614 774 850 935 1 117 1 248 1 448 1 588 1 689 1 668 1 566
DEBITS C6GV 659 901 1 044 1 139 1 057 1 200 1 179 1 261 1 436 1 615 1 782

BALANCE CGIM -45 -1 2 7 -194 -204 60 48 269 327 253 53 -216

TOTAL TRANSFERS

CREDITS HCBG 912 1 213 1 400 1 893 2 792 3 402 3 683 3 980 3 559 3 806 3 837
DEBITS HCBH 2 040 3 004 3 610 3 877 4 339 5 143 5 344 5 752 6 638 5 986 7 340

BALANCE CGIO -1  128 -1  791 -2  210 -1 984 -1 547 -1  741 -1  661 -1 772 -3  079 -2  180 -3  503

1. For further details of E C transfers see Table 10.2 Debits includes the UK contributions to Com m unity Budget expenditure on overseas aid 
Other transactions'w ith  the European Com m unity are included w ith in  'Services' and 'Investm ent and other capital transactions'
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8 Transactions in UK external assets and liabilities
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Summary
This section covers transac tions which resu lt in a change of 
ownership of financial a sse ts  and liab ilities between UK 
residents and non-residents.

The presentation  follows the  broad outline for the  capital 
account of the balance of paym ents, as set out by the In te r
national M onetary Fund in its Balance of Paym ents M anual 
(Fourth edition, 1977). This identifies transactions under the 
main headings: d irect investm ent; portfolio investm ent; o th
er capital excluding official reserves; and official reserves.

In the balance of paym ents accounts, the term  
'investm ent' has a wide coverage. It does not refer only to 
the creation of physical asse ts  b u t also, for exam ple, to the 
purchase (or sale) of paper assets, such as stocks and shares 
and other securities. Direct investm en t also covers the  fi
nancing of trade m ovem ents and o ther financial transactions 
between related com panies in the  U nited Kingdom and 
abroad.

'O ther capital tran sac tio n s ' consist m ainly of borrowing 
and lending by banks, both transac tions by UK banks with 
non-residents and transac tions of banks abroad with UK 
residents. Such borrowing and lending may be associated 
with UK visible trade. For exam ple, an overseas resident 
may borrow from a UK bank to pay a UK exporter; a lte r
natively he may use money already on deposit w ith the 
bank. Such borrowing or use of deposits will be included in 
the appropriate item  in the cap ita l account offsetting the 
entry under visible trade.

Banking transactions may also arise from the  financing of 
other cap ital transactions. For exam ple, a UK company may 
borrow from an overseas bank in order to finance investm ent 
('direct investm ent') in one of its subsidiary  com panies over
seas. In th is case, both the bank borrowing and the invest
m ent would be recorded in th is  section of the accounts and 
the two en tries would offset each other; the  investm ent 
would increase UK asse ts  abroad while the borrowing would 
increase UK liab ilities to overseas residents.

The total values of asse ts  and liab ilities held a t the end 
of each year are shown in section 9 and the  income earned 
from them  is shown in section 5. The presen tation  of these 
sections is alm ost identical although there  are sm all dif
ferences in coverage in some cases, m ainly because full 
information is not available for all item s. Differences are 
noted under the re levan t item s below.

Detail

Summary of transactions in UK external a ssets  
and liabilities (Table 8.1)
The types of transactions identified in th is table are shown 
in greater detail in subsequent tab les in th is  section. Direct 
investm ent is given in Tables 8.2 and 8.2A; portfolio invest
m ent in 8.3; transactions in o ther assets and liabilities of 
UK banks in 8.4; transactions in other assets and liabilities 
of UK residents ap a rt from banks and general governm ent in 
8.5; and transactions in other asse ts  (including the official 
reserves) and liabilities of general governm ent in 8.6.

The analysis by UK sector - general governm ent (i.e. 
central and local government), public corporations, banks, 
non-bank private sector - follows as closely as possible the 
standard  classification used for the  UK national and finan
cial accounts. The term  'UK banks' generally covers the UK 
banking sector up to end of 1981 and the UK monetary 
sector from the beginning of 1982; any differences from this 
practice are noted in the appropriate places below.

Transactions in the greater p a rt of foreign currency assets
and liabilities of UK banks are not available separately
before 1979 and are therefore recorded on a ne t basis under 
liabilities up to th a t date.

The item  a t  the  foot of the tab le , 'A llocation of Special 
D raw ing R ights to the UK by the  IM F', is not regarded as a 
tran sac tio n  in UK liab ilities by the  IM F and is therefore 
usually  shown separa te ly  in the balance of paym ents ac
counts. I t is shown here for com pleteness since the  coun
te rp a rt a sse t transac tion  is included in the  official reserves 
and th e  in te re s t payable to the IMF on the  allocation forms 
an in teg ral p a rt of the  earn ings account (see section 5).

O verseas authorities* identitied exchange re
serves in sterling  (Table 8.1A)
This covers transac tions by overseas cen tra l m onetary in 
s titu tio n s  and in te rn a tio n a l o rgan isations (other th a n  the 
IMF) in certa in  types of s te rling  liab ilities  of UK residents. 
They are som etim es described as m ovem ents in 'official s te r
ling balances '. This tab le  rep resen ts a sub-division of the 
m ain accounts; the  num bers of the  m ain tab les in which 
these item s appear are noted below.
B ritish  g o v e rn m en t stocks (Table 8.3)
S te rlin g  deposits  w ith  UK b an k s (Table 8.4)
These include cu rren t and deposit accounts and ste rling  cer
tifica tes of deposit. Up to the  end of 1981 they  also include 
deposits w ith finance houses w hether m ade d irectly  or by 
UK banks or o ther UK agents for accounts of overseas resi
den ts. At th a t  date  m ost of the finance houses in question 
became p a rt of the m onetary sector and are included with 
UK banks thereafter.
S te rlin g  dep o sits  w ith  local a u th o ritie s  (Table 8.6)
These cover tem porary loans to, and bills draw n on, local 
au tho rities.
UK T re a su ry  b ills (Table 8.6)
N o n -in te rest-b earin g  no tes (Table 8.6)
These are issued by HM G overnm ent and are held by in te r
national organisations.

D irect investm ent (Tables 8.2 and 8.2A)
The term  'd irect investm en t' defines a group of transac tions 
betw een en te rp rises , usually  com panies, th a t  are financially  
and o rgan isationally  related  and are s itu a ted  in different 
countries. Such related  en terp rises - "affiliates" - comprise 
subsidiaries, associates and branches. F u rth e r de ta ils  are given 
in the  G lossary. Direct investm ent refers to investm en t th a t 
is made to add to, deduct from, or acquire, a lasting  in te rest 
in an en terp rise  operating  in an economy o ther th a n  th a t  of 
the  investor and which gives the investor an effective voice 
in the  m anagem ent of the en terp rise . O ther investm en ts in 
which the  investor does not have an effective voice in the 
m anagem ent of the  en terp rise  are regarded as portfolio in 
vestm ents.

C om panies an d  public co rp o ra tio n s
Investm en t overseas by UK residents (outward d irect invest
m ent) com prises ne t investm ent by UK com panies in their 
overseas branches, subsid iaries or associated com panies. The 
figures of outward investm en t also cover the transac tions of 
a num ber of concerns which are or were public corporations: 
the  B ritish  Steel Corporation, B ritish  A irw ays, B ritish  Gas, 
B ritish Aerospace (from 1977) and Cable and W ireless. 
(British Aerospace, Cable and W ireless, B ritish  Gas and 
B ritish A irways ceased to be public corporations in February 
1981, October 1981, December 1986 and February 1987 re
spectively and were reclassified to the corporate sector at 
the appropria te  dates.) T ransactions of governm ent depart
m ents and the Commonwealth Developm ent Corporation are 
excluded from direct investm ent. (They appear in Tables 8.6 
and 8.5 respectively).
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T ransactions in a sse ts  and liab ilities
In v es tm en t in th e  UK by overseas re s id en ts  (inw ard  d i

rect in v es tm en t) com prises ne t in v es tm en t by com panies in 
b ranches, su b s id ia rie s  or associa ted  com pan ies in th e  U nited  
Kingdom.

The e s tim a te s  o f d irec t in v e s tm e n t include th e  in v es to r 's  
sh a re  of th e  u n rem itted  p ro fits  of th e  su b sid ia ry  or a sso 
cia ted  com pany, th e  n e t acqu isition  o f sh a re  and  loan 
cap ita l, changes in  in ter-com pany  accoun ts and ch an g es in 
b ranch /head  office in d eb ted n ess . They are  derived  from reg u 
la r in q u irie s  by th e  D ep a rtm en t of T rade and  In d u s try , th e  
Bank of E ng land  and  th e  A ssociation of B ritish  In su re rs , th e  
com bined re su lts  of w hich are  pub lished  period ically  in  B rit
ish Business and B u sin ess  M onitor MA4.  G eographical a n a ly 
ses are also  given in  th ese  pub lica tions.

O verseas in v e s tm e n t by oil com pan ies is m easured  on a 
basis  com parable  to th e  e s tim a te s  o f d irec t in v e s tm e n t by 
non-oil com panies. In te rn a tio n a l issu es  o f secu rities  by UK 
oil com panies have been tre a te d  as inw ard  portfolio in v e s t
m en t from 1980 onw ards. In e a r lie r  y ea rs  such issues would 
have been included iiid is tin g u ish ab ly  in oil com pan ies ' in 
v estm en t. The D ep a rtm en t of T rade and In d u s try 's  in q u iry  
w as ex ten d ed  in 1985 to cover the  oil com panies* o v erseas  
tra n sa c tio n s . The DTI su rveyed  oil com pan ies re tro spec tive ly  
in  resp ec t of th e ir  1984 tra n sa c tio n s  and  th ese  figures have 
been incorporated  in  th e  re su lts . Some ty p es  of tra n sa c tio n s  
recorded n e t in p rev iously  y ea rs  a p p e a r  as gross flows from 
1984. S ep a ra te  figures for oil co m p an ies ' in v e s tm e n t from 
1984 are  pub lished  in  B ritish  Business  .

New in q u irie s  covering d irec t in v e s tm e n t by in su ran ce  
com panies w ere in troduced  in 1984.

O ther d irect in vestm en t
O utw ard  in v e s tm e n t by o th er UK re s id e n ts  m ain ly  co n sis ts  
of real e s ta te  tra n sa c tio n s  by non-bank  fin an c ia l in s titu tio n s  
and  persons. I t also includes non-bank  fin an c ia l in s t i tu t io n s ’ 
loans and m ortgages to overseas re s id en ts  and , u n til 1977, 
ne t in v e s tm e n t by th e  C om m onw ealth  D evelopm ent F in an ce  
C om pany (from 1978, figures are incorporated  in non-oil 
com pan ies ' in v estm en t).

M iscellaneous p roperty  in v es tm en ts  in th e  UK by over
seas  re s id en ts  a re  those  m ade by in d iv id u a ls  or by com
pan ies w hich do no t tra d e  in th e  UK.

Inform ation  on p ro p erty  tra n sa c tio n s  is ob ta ined  by th e  
D ep a rtm en t of T rade an d  In d u s try , th e  B ank of E n g lan d , 
In land  R evenue and  th e  C en tra l S ta tis tic a l Office. Some of 
th is  is pub lished  in Financial Statistics and  B usiness M onitor 
MQ5. Some ad d itio n a l in fo rm ation  w as derived  from e x 
change control sources u n til 1979: b u t is no longer av a ilab le .

P ortfo lio  in v estm en t (Table 8.3)
Portfolio in v e s tm e n t covers all in v e s tm e n t in secu ritie s  w ith  
an  o rig inal co n trac tu a l m a tu rity  of m ore th a n  one y ea r, as 
well as in corporate  eq u ities , bonds and  o th e r secu ritie s  w ith  
no specified m a tu rity . I t  does not include in v es tm en t in 
short-term  in s tru m e n ts  such as T reasu ry  b ills  and com m er
cial pap er - w hich form p a r t  of 'o th e r cap ita l tra n sa c tio n s '.

In vestm en t overseas by UK residents.
This re p re se n ts  n e t tra n sa c tio n s  by UK re s id en ts  in overseas 
secu rities. Such secu rities  m ay be issued  by overseas govern 
m en ts, m un icipal a u th o ritie s  or com panies. In v e s tm e n t over
seas by L loyd’s, inc lud ing  t ru s t  funds held  in N orth  A m erica 
and e lsew here , is also covered here.

U n til m id -1980 th e  figures w ere based  p a rtly  on exchange  
control re tu rn s  (and re tu rn s  su b m itted  on a vo lun tary  b asis  
after the  liftin g  of contro ls in O ctober 1979) and  p a rtly  on a 
Bank of Englarid in q u iry  into  overseas portfolio in v es tm en t. 
From mid-1980 a B ank of E ng land  s ta tis tic a l inqu iry  to UK 
dealers in  secu rities  and banks h a s  been used, to g e th er w ith  
inform ation  ob ta ined  from in q u iries  to UK non-bank fin a n 
cial in s titu tio n s  (e.g. in su rance  com panies, pension funds, 
u n it tru s ts , in v es tm en t tru s ts  and  m iscellaneous financia l 
in s titu tio n s) . A djustm ents are m ade to th e  reported  d a ta  for
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'o th er financia l in s titu tio n s ' to remove the comm ission 
charges and o th er local costs included in the  gross acquisi
tio n s  and sa le s  figures w hich are  n o t ap p ro p ria te  to the 
cap ita l account. A re a sse ssm e n t of th ese  costs h as  been 
m ade in th e  lig h t of fu rth e r evidence, e.g. lower com m ission 
ra te s  w hich have tended  to follow th e  general deregulation  of 
secu ritie s  m ark e ts  in  recen t y ea rs , and rev isions to the  ad
ju s te d  tra n sa c tio n s  d a ta  have been m ade, covering several 
y ea rs , in th e  c u rre n t P ink Book.

In v e s tm e n t by L loyd’s, rep re sen tin g  m ain ly  n e t dollar 
in su ran ce  prem ium  incom e and  th e  portfolio incom e of the 
T ru s t F unds held overseas, con tinues to be included. Some 
allow ance is m ade, w here possib le, for tran sac tio n s  not re
ported  d irec tly . C en tra l governm ent tran sac tio n s  in the  
sh a re s  o f th e  C om pagnie F in an c ie re  de Suez are included.

In th e  c lassifica tion  by sector of UK investo rs, dea lers in 
secu ritie s  are tre a te d  as non-financial in s titu tio n s  up to the  
end of 1983 an d  'o th er (i.e. non-bank) financia l institu tions* 
from th e  b eg in n in g  of 1984. This corresponds to th e ir  t r e a t
m en t in th e  UK dom estic accounts. L loyd's is classified to 
th e  personal sector.

O verseas in v estm en t in th e U nited Kingdom
T his com prises a ll n e t in v e s tm e n t by overseas resid en ts  in 
secu ritie s  issued  by th e  UK governm ent, local au tho rities , 
public co rpo ra tions and  com panies.
B ritish  governm ent stocks.
T his item , w hich co n sis ts  of n e t tran sac tio n s  by cen tra l 
m o n eta ry  in s titu tio n s  and  in te rn a tio n a l o rgan isa tions and 
p riv a te  overseas re s id en ts  in governm ent and governm ent- 
g u a ran teed  stocks, is m easured  from bank ing  s ta tis tic s  and 
o th e r B ank of E ng land  sources.
B ritish  governm ent foreign currency bonds an d  notes.
The bonds are:

(i) d a ted  bonds denom inated  in US dollars, D eutschm arks, 
S w iss F rancs and  J a p a n e se  Yen, offered in A pril 1977 to 
o v erseas  official ho lders of s te rlin g ; and
(ii) an  issue  of $350 m illion of HM G overnm ent 7 and 15 
y e a r  bonds m ade in  New York in  A pril 1978.
The notes com prise th a t  p a r t  o f HM G overnm ent's Octo

ber 1985 $2.5 b illion  floating  ra te  note issue and  the  Sep
tem b er 1986 $4 billion  issue  purchased  by overseas resi
d e n ts , and su b seq u en t n e t tra n sa c tio n s  by overseas resi
d en ts . T ran sac tio n s  a re  m easured  from th e  B ank of Eng
la n d ’s in q u iry  in to  portfolio in v es tm en t.
Local au th orities’ securities.
S te rlin g  secu rities  include m ortages in  all y ea rs  up to the  
end  of 1980.
Public corporations' securities
T hese include issues under the  public sector exchange cover 
schem e. Any such issues su b seq u en tly  assigned  to HM Gov
e rn m e n t a re  no t included as tran sac tio n s  in th e  balance of 
p ay m en ts  accounts; th e ir  redem ptions will be included in 
due course as redem ptions of B ritish  governm ent foreign 
cu rrency  bonds - above. They are  m easured  from official 
records.
UK com panies’ securities.
The figures show n for th is  item  rep re sen t n e t tran sac tio n s 
by overseas re s id en ts  in UK com pany securities, including 
secu rities  issued  on the  dom estic m arket and in in te rn a 
tio n a l, inc lud ing  eurobond, m arkets . (In te rn a tio n a l issues by 
oil com panies, how ever, were included under Direct invest
m ent in  oil companies before 1980). Also included are  tran sac 
tio n s  in  'secondary* forms of UK securities e.g. American 
D epositary  R eceipts (ADRs). The portfolio investm en t in 
qu iry , in troduced in m id-1980, is the  m ain source for the 
e s tim a te s  in recen t y ea rs , supp lem ented  by inform ation on 
new issues no t covered by the  inqu iry  (e.g. p riv a tisa tio n  
issu es  by form er public corporations which were p artia lly
u n d erw ritten  abroad).

T ran sac tio n s under th e  exchange cover schem e re la te  to 
redem ptions by B ritish  A irw ays pic and B ritish  Telecom pic 
a fte r p riv a tisa tio n . The orig inal issu es  and redem ptions be-
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fore privatisation  are included w ithin public corporations' 
transactions, th e  estim ates are based on inform ation ob
tained by the Bank of England.

Transactions o f UK banks (Table 8.4)
This table covers all transactions betw een UK banks and 
overseas residents o ther than  direct and portfolio invest
ment. Some transactions in banks' overseas asse ts  and 
liabilities taking place between two UK residents are also 
included, som etimes ind istinguishably . However, these are 
matched by offsetting en tries in o ther tab les - e ither Table 
8.5 or Table 8.6 - and thus net out to zero w ith in  the  balance 
of paym ents as a whole. An exam ple is transac tions in gold 
(treated like a foreign currency asse t of the UK) betw een UK 
banks and those listed in stitu tions in the London Bullion 
M arket classified to the 'o ther financial in s titu tio n s ' sector; 
an increase in UK assets in Table 8.4 would be offset by a 
reduction in UK asse ts  in Table 8.5.

Transactions in overseas bills between the banks and the 
Issue D epartm ent of the  Bank of England (part of C entral 
government) are not recorded e ither in th is  table or Table 
8.6. However, the earnings on these bills and th e  level of 
assets held by the Issue D epartm ent are included under the 
Central governm ent en tries and not under the UK banks’ 
en tries in sections 5 and 9 respectively.

Foreign currency lending and borrowing abroad by UK 
banks
These item s comprise all ex ternal lending and borrowing 
denom inated in foreign currencies by UK banks (sometimes 
described as euro-currency transactions). They consist of 
changes in deposits with and other lending to UK banks by 
non-residents and in loans etc. by UK banks to non
residents.

The transactions recorded under these headings may be a 
reflection of (i.e. the  counterpart to) a variety  of o ther over
seas or domestic transactions by UK banks. These o ther 
transactions could be: foreign currency lending to or borrow
ing from UK residents (which are not balance of paym ents 
transactions); net purchases of overseas securities by the 
banks (which are included in direct or portfolio investm ent 
overseas - Tables 8.2 or 8.3 - as appropriate, ra th er th an  in 
UK banks' ex ternal lending); any sw itching of banks' asse ts  
or liabilities between foreign currencies (including gold) and 
sterling; or any change in the am ount of foreign currency 
capital raised by banks.

Transactions in asse ts  include changes in UK banks’ 
holdings of foreign notes and coin. They also include tran sac 
tions in gold both with overseas residen ts and other UK 
residents. (See note above; also notes to Table 8.5, below', 
and on gold in 'Visible trade ', section 2, page 14). UK banks’ 
long-term foreign currency export credit consists of lending 
under ECGD schemes - which was introduced from the th ird  
quarter of 1977. Export credit excludes commercial bills 
lodged with UK banks for th e ir custom ers and also accep
tances (which are thought to represent 'o ther lending ' ra ther 
than  direct export credit extended by UK banks to overseas 
residents). It includes credit extended for the financing of 
trade between other countries.

All series have been calculated from the end-quarter bal
ances of claims and liabilities as reported by all UK banks 
and sim ilar in stitu tions to the Bank of England. U ntil 1981 
the institu tions covered were UK banks and certain  other 
UK institu tions which had perm ission to take foreign cur
rency deposits and make foreign currency loans when ex
change controls existed. From 1982 the institu tions covered 
are those in the UK m onetary sector only. The other in s titu 
tions are included in the UK non-bank private sector in 
Table 8.5 below. Adjustm ents have been made to the  re
ported changes in balances to exclude revaluations resulting 
from floating exchange rates. T ransactions are shown gross 
from 1979 onwards. Prior to th a t the  only separately  avail-

Transactions in assets and liabilities
able inform ation on asse t transac tions re la tes to long-term 
export credit. All o ther transac tions are shown on a net 
basis under liab ilities.

Sterling lending abroad by UK banks
Long-term export cred it extended by UK banks covers th a t 
extended under E xport C redits G uaran tee D epartm ent 
(ECGD) buyer cred it schem es and specific bank guarantee 
schemes. It is a t a fixed ra te  of in te re s t for a  period of two 
years or more, w ith  insurance cover being provided by the 
ECGD. Buyer cred it is ex tended directly to overseas cus
tom ers, w hereas specific bank guaran tees re la te  to credit 
extended through UK suppliers. Amounts refinanced with 
the  ECGD are excluded here bu t included in Table 8.6. 
S im ilarly , am ounts refinanced from Septem ber 1979 w ith the 
Trustee Savings B anks and the  C entral T rustee Savings 
Bank are covered in Table 8.5 until those in s titu tio n s  be
came part of the m onetary sector a t end-1981. When over
seas custom ers m ake advance and progress paym ents to UK 
businesses by borrowing from UK banks under buyer credit 
schem es the  transac tions recorded as credit extended by UK 
banks are offset by corresponding en tries  recorded as ad
vance and progress paym ents by overseas custom ers in Ta
ble 8.5.

O ther export cred it may be under com prehensive bank 
guaran tees which cover credit extended for less th an  two 
years w ith in te re s t re lated  to base ra te  and insured through 
the  ECGD. It also includes am ounts covered by unm atured 
bills of exchange and prom issory notes discounted by (sold 
to) banks in the U nited  Kingdom for UK exporters.

O ther s te rling  lending by UK banks consists of changes 
in the level of s te rling  advances and overdrafts provided to 
overseas residen ts (including banks abroad) by UK banks 
and, prior to 1982, certa in  o ther UK financial in stitu tions. It 
also included changes in the value of s te rling  commercial 
bills discounted and acceptances, o ther th an  bills connected 
w ith UK export credit. The series are derived from banking 
sta tis tics .

Sterling borrowing and deposit liabilities abroad o f UK 
banks
These series are derived from banking s ta tis tic s  supplem en
ted, up to the  end of 1981, by re tu rns from o ther financial 
in s titu tio n s and, before 1980, the Crown A gents for Oversea 
G overnm ents and A dm inistrations. From 1982 they cover 
UK m onetary sector in s titu tio n s only; o ther in s titu tio n s are 
included in Table 8.5 below.

Overseas authorities* exchange reserves in sterling - see
notes to Table 8.1A.

Other liabilities in sterling
This item  consists of changes in UK ex te rn a l banking 
liab ilities in ste rling  to overseas residents o ther th an  central 
m onetary in stitu tio n s and in terna tional organisations.

Transactions o f UK residents other than banks 
and general governm ent (Table 8.5)
This covers all identified cap ital transactions in assets and 
liab ilities of UK public corporations and the  non-bank pri
vate sector a p a rt from direct and portfolio investm ent. The 
main types of transaction  are those with banks abroad; trade 
credit to or from unrelated  buyers or suppliers; some changes 
in stocks of physical assets held abroad; and transactions in 
foreign notes and coin and in gold.

Net transactions in gold which is held as a financial asset 
by listed in stitu tions in the London Bullion M arket (LBM) 
outside the UK m onetary sector and by other UK non-bank 
residents are included here, from the beginning of 1982 in 
the case of the LBM institu tions; and from the beginning of 
1970 in the case of o ther UK residents. (See notes on gold in 
section 2, page 14 for details of coverage of financial and 
non-financial or commodity gold w ithin the  accounts.) In
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T ransactions in a sse ts  and liab ilities
order lo balance th e  accounts it is n ecessary  to include all 
such financia l gold tra n sa c tio n s , w h e th e r w ith  UK or over
seas re s id en ts . T ran sac tio n s  betw een  th e  UK m o n eta ry  sec
tor (which includes ce rta in  m em bers of th e  LBM ) and  o ther 
UK re s id en ts  (includ ing  th e  re s t  of th e  LBM) are  recorded 
twice w ith in  the cap ita l account: in  th is  tab le  under transac- 
tions with banks abroad or other lending and short-term assets 
for th e  non-bank p riv a te  sector (or, in th e  case of th e  non 
m onetary  sector LBM in s titu tio n s , n e tted  off 'o th e r l ia b ili t
ies ', up to th e  end  of 1981); an d  under foreign currency 
lend ing  abroad  by UK banks, T able 8.4, for th e  m onetary  
sector. These p a irs  of en tr ie s  sum  to zero, g iv ing no n e t 
effect on th e  to ta l cap ita l account.

The figures on gold included here  for 1970-79 are  the  
co u n te rp a rts  to th e  rev isions m ade to th e  v isib le  tra d e  fig
ures on gold in th is  P ink Book.

D eposits  a n d  le n d in g  o v e rsea s
T ra n s a c tio n s  w ith  b a n k s  a b ro a d  consist of UK re s id e n ts ' 
deposits w ith  banks in  th e  IM F rep o rtin g  a rea  supp lem en ted  
by fiduciary  accounts w ith  Sw iss b an k s  and  dep o sits  w ith 
b ran ch es of US b an k s  in P an am a . (See no tes under borrow 
ing below.)

They include, in d is tin g u ish ab ly , ch an g es in  b a lan ces  u n 
der m inor governm en t accounts overseas an d  d ep o sit b a l
ances of public corporations; th e se  have  been included  w ith 
in th e  UK non-bank p riv a te  secto r figures.

In fo rm ation  on th e  level of bank  d ep o sits  w as o b ta in ed  
from th e  BIS for th e  period 1975-83 and  from th e  IM F from 
the  end o f 1983. The cap ita l flow s are e s tim a te d  from 
changes in levels ad ju sted  for ex ch an g e  ra te  m ovem ents. 
They om it a s  far as possib le, th e  effects o f any  d iscon
tin u itie s  in the  leve ls  series  b u t no a tte m p t h as  been m ade 
to allow  for any  deficiencies in  th e  cap ita l flows in y ea rs  
prior to 1984.

In form ation  on th e  ap p ro p ria te  p a r t  of tra n sa c tio n s  in 
overseas a sse ts  of m iscellaneous UK fin an c ia l in s titu tio n s , 
includ ing  p a r t  of th e  London B ullion M arket, som e of w hich 
had been covered p rev iously  under th e  UK b an k in g  or sh o r t
term  a s se t head ings, is derived from s ta tis t ic a l  in q u irie s  and 
included here from th e  beg inn ing  o f 1982.

O th e r a s se ts  o f th e  UK n o n -b an k  p r iv a te  s e c to r  a n d  p u b lic  
c o rp o ra tio n s
L ong-te rm  cap ita l t r a n s a c tio n s  o f  th e  C o m m o n w e a lth  De
v e lo p m e n t C o rp o ra tio n . In fo rm ation  is o b ta in ed  from of
ficial records. F u rth e r  in form ation  is av a ilab le  in  th e  A n n u a l 
Report o f the Commonwealth Development Corporation.
A dvance a n d  p ro g re s s  p a y m e n ts  o n  im p o rts  and e x p o r t 
c red it.
T rade c red it rep re sen ts  th e  e x te n t  to  w hich th e  flow of 
p ay m en ts  for im ports  and e x p o rts  follows or precedes the  
flow of goods recorded in th e  c u rre n t account.

Goods received under fin an c ia l leas in g  ag reem en ts  are 
trea ted  as being purchased  by th e  lessee , w ith  th e  p u rch ase  
being financed  by trad e  cred it from th e  lessor. However, 
goods leased  to overseas re s id en ts  by sp e c ia lis t UK finance 
leasing  com panies a re  tre a ted  as being  financed  by a loan 
ra th e r  th a n  trad e  cred it.

T rade cred it betw een  re la ted  firm s (i.e. c red it received or 
ex tended  betw een a  UK b u sin ess  and  an  overseas a ffilia te  or 
p a re n t com pany) is tre a ted  a s  an  in v e s tm e n t in an  affilia te  
or p a re n t com pany and  is therefo re  recorded under d irect 
in v es tm en t in  Table 8.2.

Advance and progress payments on imports a re  those  m ade 
by UK firm s to overseas su p p lie rs . W hen th ese  advance or 
progress p ay m en ts  a re  financed o u t of cred it a rran g ed  w ith 
overseas banks, both  the  cred it received and th e  p ay m en ts  
m ade to th e  overseas m an u fac tu re r a re  recorded sep a ra te ly  
in Table 8.5 but th ese  tra n sa c tio n s  n e t ou t w ith in  th e  ac
count as a whole.

Iden tified  long-term  cred it com prises c red it received on 
sh ip s, com m ercial a irc ra ft and N orth Sea in s ta lla tio n s . An
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e s tim a te  of th e  c red it on sh ip s  is ob ta ined  from the  D epart
m en t o f T rade and In d u s try ’s cap ita l ex p en d itu re  inqu iry . A 
s im ila r inqu iry  conducted by th e  Civil A viation A uthority  for 
th e  DTI provides inform ation  on civil a irc ra ft acquired by 
th e  UK a irlin e  in d u stry . For th e  o ther item s, inform ation  is 
m ade av a ilab le  by ind iv idual com panies.

Export credit consists of n e t cred it ex ten d ed  to overseas 
firm s by UK firm s. The e s tim a te s  for th is  and for im port 
c red it n o t covered in the  'long-term* category described in 
th e  p rev ious p a rag rap h , w ere based largely  on an n u a l in 
q u iries  carried  o u t by the  D ep artm en t of T rade and In d u stry . 
T hese in q u iries  w ere d iscon tinued  a t  th e  end of 1982 and no 
e s tim a te s  are av a ilab le  for 1983 onw ards. Oil com panies’ 
tra d e  cred it is included under short-term  a sse ts , below.

O th e r  le n d in g  a n d  sh o rt- te rm  a sse ts
T h is item  covers tran sac tio n s  in gold held  as a financial 
a sse t by UK re s id en ts  ou tside the  m onetary  sector, as de
scribed above; leasin g  overseas by sp ec ia lis t UK finance 
le a s in g  com panies; o th er UK companies* and in s titu tio n s ' 
n e t lend ing  to u n re la ted  com panies and o ther overseas resi
d en ts ; ce rta in  short-term  a sse ts  such as oil com panies’ trade  
c red it ex ten d ed , stocks of com m odities and  o ther goods held 
o v erseas  by UK re s id en ts  (not th rough  overseas su b sid ia r
ies); ce rta in  long and  short-term  tran sac tio n s  of UK in v es t
m en t tru s ts  and u n it tru s ts ; up to th e  end of 1975, sh o rt
term  tra n sa c tio n s  o f pension funds and  in su ran ce  com panies; 
and  ce rta in  u n rem itted  ea rn in g s  of service industries .

In form ation  on UK com pan ies’ n e t lend ing  to un re la ted  
com pan ies abroad  and  on com m odity d ea le rs ' stocks abroad 
w as derived  from exchange control sources and is no longer 
av a ilab le . E s tim a te s  of th e  overseas b u sin ess  of spec ia list 
finance  leas in g  com panies (which is d iscussed  in more deta il 
in th e  no tes to T able 6.1) a re  based on inform ation from a 
v a rie ty  of sources including  com pan ies’ accounts and  the 
Equipmen"^ L easing  A ssociation. Inform ation  on financial in 
s t i tu t io n s ' and  oil com panies ' a sse ts  is ob ta ined  from those 
concerns.

F o re ig n  c u r re n c y  n o tes  an d  co in
T hese a re  e s tim a te s , largely  based  on to u r is ts ’ expend itu re , 
of th e  tra n sa c tio n s  in foreign notes and coin by UK residen ts  
o th e r th a n  b an k s and  m iscellaneous financia l in s titu tio n s .

B o rro w in g  fro m  o v e rsea s
Public co rp o ra tio n s’ borrow ing d irectly  from overseas resi
d e n ts  under the  exchange cover schem e is included th rough
o u t u n d er th e  ap p ro p ria te  head ings. R epaym ents under the 
schem e by form er public corporations a re  included w ith in  
p riv a te  sector to ta ls  from th e  d a te  of p riv a tisa tio n .

T ra n s a c tio n s  w ith  b an k s  a b ro a d  cover p redom inan tly  bor
row ing from com m ercial banks in the  repo rting  area  covered 
by the  IMF; th e  E uropean  In v estm en t B ank (EIB); and the 
U nited  S ta te s  of A m erica 's E xport-Im port Bank (Exim 
Bank).

Inform ation  on borrowing by public corporations is derived 
from official records. It includes some borrow ing from non
b an k s abroad , p rin c ip a lly  th e  E uropean Coal and Steel Com
m u n ity  (ECSC).

Inform ation  on borrowing by the UK non-bank private sector 
w as derived  m ain ly  from exchange control sources un til the  
th ird  q u a r te r  of 1979 and covered borrow ing from non-banks 
as well as banks abroad in a ll p a rts  of th e  world. Borrowing 
by oil com panies w as excluded up to th e  end of 1976 as th a t  
w as covered in d is tin g u ish ab ly  in those com panies' direct
in v estm en t.

From th e  fourth q u a rte r of 1979 to th e  end of 1983 in 
form ation  on borrow ing by UK residen ts  o ther th an  banks 
from com m ercial banks overseas re la ted  to in s titu tio n s  in 
th e  BIS repo rting  a rea  and w as obtained  from the BIS. The 
coun tries covered by these  d a ta  are therefore  fewer th an  in 
ea rlie r  periods. They are A ustria , Belgium /Luxem bourg,
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Canada, Denmark, France, the Federal Republic of Germ any. 
Italy, Jap an , the N etherlands, the  Republic of Ireland, Swe
den, Switzerland and the United S ta tes of America: and, 
additionally, from the  fourth q u arte r of 1983, the B aham as, 
Bahrain, the Caym an Islands, F inland, Hong Kong, the  
N etherlands A ntilles, Norway, Singapore, Spain and 
branches of US banks in Panam a.

From the end of 1983 the IMF replaced the F>IS as the 
main source of data . The IMF data  covers 31 countries (the 
24 covered by the BIS data  plus Israel, Korea, Lebanon, the 
Philippines, Portugal, Saudi A rabia and the U nited Arab 
Em irates), together w ith extended coverage of two countries 
(viz. branches of US banks in Panam a and the fiduciary 
accounts of Swiss banks). The d a ta  re la te  to levels of liab ilit
ies; flows have been estim ated from changes in levels, ad 
justed  to remove the  effects of exchange ra te  m ovem ents and 
discontinuities in coverage. As w ith the corresponding asse ts  
series described above, no a ttem p t has been made to allow 
for any deficiencies in the  to tal capital flows stem m ing from 
the use of data  from the different sources noted. Crude 
retrospective adjustm ents have been made to the recorded 
levels and earnings figures in sections 9 and 5 respectively 
in an a ttem p t to remove the deficiencies in those series.

E stim ates of UK public sector borrowing from commercial 
banks in the IMF reporting area  have been derived from 
official records and deducted from the IMF data  to give 
estim ates for UK private  sector borrowing. The IMF series is 
thus used as the m ain source of d a ta  for UK non-bank 
private sector borrowing from banks abroad. Inform ation on 
borrowing from the EIB is derived from EIB data . From the 
beginning of 1982 m iscellaneous financial in s titu tio n s ' 
transactions with banks abroad are also included, having 
been included ind istinguishably  with UK banks in Table 8.4 
until then. They supply information to the  Bank of England. 
Long-term credit advanced by banks overseas to UK resi
dents covers credit for the purchase of sh ips. D ata are ob
tained by the D epartm ent of Trade and Industry .

O ther liabilities o f th e  UK non*bank p riv a te  sec to r an d  
public co rpora tions
The trade credit item s are sim ilar to those described under 
assets above.

E stim ates of im p o rt c red it received, o ther th an  on long
term agreem ents, and changes in advance and progress pay
m ents for exports were derived from inquiries carried out by 
the D epartm ent of Trade and Industry  into trade credit re
ceived or extended. These inquiries were discontinued a t  the
end of 1982 and no further estim ates are availab le for the 
major p a rt of these items.

Advance and p ro g ress  p ay m en ts  are those received by 
UK suppliers of goods for export, including those financed by 
UK bank loans to overseas residents under ECGD buyer 
credit schemes; the transactions include those of most public 
corporations.

O ther liabilities include short-term  transac tions of invest
m ent tru sts  and un it trusts; short-term  transactions of pen
sion funds and insurance companies (up to the end of 1976); 
certain  short-term transactions of oil com panies excluding 
trade received credit on ships and platform s, but including 
credit on oil; changes in certain gold dealers ' balances (up to 
the end of 1981); some holdings of commercial bills by in te r
national oganisations; transactions of m iscellaneous UK fi
nancial institu tions with non-banks abroad (from the begin
ning of 1982); borrowing by UK companies from the ECSC; 
transactions by overseas residents in commercial paper and 
other short-term securities (e.g. euro-notes) issued by UK 
companies (from the  beginning of 1982) and overseas resi
den ts ' shares in and deposits with UK building societies 
(from the third quarter of 1978). An explanation  of the 
operation of the exchange cover scheme for certain  tran sac 
tions of public corporations and UK companies is given in 
the glossary on page 68.

Transactions in assets and liabilities
T ransactions o f general governm ent (Table 8.6)
This covers all tran sac tio n s in overseas asse ts  and liab ilities 
of HM G overnm ent and UK local au tho rities  except portfolio 
liab ilities (which appear in Table 8.3). In practice, there  are 
n© recorded ex te rn a l a sse ts  of local au thorities.

Official re se rv es
This item  consists of the  ste rling  equ ivalen t, a t cu rren t rates 
of exchange, of draw ings on, and additions to the gold, 
convertible currencies and Special D raw ing R ights (SDRs) 
held in the Exchange E qualisa tion  Account; and of changes 
in the  UK reserve position in the  IMF (see notes below). 
From Ju ly  1979 reserve holdings include European Currency 
U nits acquired from sw aps w ith the  European M onetary 
Co-operation Fund. F u rther notes on the valuation  of re
serves tran sac tio n s  will be found in section 11.

The UK gold subscription to the  IMF is shown separately  
in Tables 1.1 and 1.4.

O th e r e x te rn a l a sse ts  of c e n tra l g o v e rn m en t 

In te r-g o v e rn m en t loans
This covers draw ings on and repaym ents of loans between 
the  UK governm ent and overseas governm ents. Short-term  
loans are included w ith in  Official short-term capital, below.

W here there  has been an agreem ent to cancel loans made 
by the  U nited Kingdom, the  curren t practice is to include 
repaym ents of in te re s t and cap ital as originally  scheduled 
w ith offsets under transfer debits.

O th er long-term  cap ita l tra n sa c tio n s
This covers cap ita l subscrip tions to in te rn a tio n a l lending 
bodies o ther th an  the IMF, i.e. the In te rn a tio n a l Develop
m ent A ssociation, regional developm ent banks and the Eu
ropean Investm en t Bank, the  In te rn a tio n a l F inance Corpora
tion and th e  In te rn a tio n a l Fund for A gricultural Develop
m ent. Some transac tions are in the form of non- 
in terest-bearing  prom issory notes and are included in the 
accounts as the  subscrip tions fall due, irrespective of the 
tim e of encashm ent of the notes. Also included is the repay
m ent of the  subscription to the European Fund in 1973. 
Subscriptions and contributions to in te rn a tio n a l organisa
tions to m eet ad m in istra tiv e  expenses are not included here, 
but under general governm ent transfers  (debits) in the cur
ren t account.

'O ther long-term a sse ts ' comprise repaym ents of capital 
and paym ents of in te res t to the IBRD by the UK governm ent 
as guaran tor of loans to Rhodesia; a cap ita l contribution to 
the reserves of the  European Coal and Steel Community; and 
repaym ents by Alcan A lum inium  Ltd. of C anada on a w ar
tim e loan.

The inform ation is obtained from official records. Further 
inform ation is availab le in the Consolidated Fund and Na
tional Loans Fund Accounts.

E x p o rt c red it
This m ainly consists of cred it taken  over by the ECGD from 
UK banks and suppliers following the se ttlem ent of insur
ance claim s, together with long-term ste rling  assets acquired 
from UK banks under ECGD refinancing arrangem ents. 
T ransactions in overseas bills by the Issue D epartm ent of 
the  Bank of England are not included although its earnings 
and level of holdings are recorded in sections 5 and 9 respec
tively.

E x te rn a l liab ilities o f g en e ra l g o v ern m en t 
T ran sac tio n s  w ith  th e  In te rn a tio n a l M onetary  Fund (IMF) 
Each member country of the  IMF has a quota which deter
m ines its financial contribution to the Fund and its drawing 
rights. When a member country draw s the currencies of 
o ther member countries from the Fund it pays for them with 
an equivalen t am ount of its  own currency: members do not 
therefore 'borrow ' from the  Fund bu t 'purchase '; conversely,
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T ransactions in a sse ts  and liab ilities
th ey  do not 'repay* b u t 'repurchase*. T hese d raw ings and 
rep u rch ases  affect th e  F u n d 's  ho ld ing  of m em ber co u n tries ' 
cu rrencies and w hen th e  holding exceeds th e  quo ta  th e  m em 
ber coun try  has a rep u rch ase  ob ligation  to the  Fund, w hile 
w hen th e  Fund hold ing  is less  th a n  the  quo ta  th e  m em ber 
country  h as  a reserve position  or au to m atic  d raw ing  rig h ts  
on th e  Fund.

The tra n sa c tio n s  show n cover d raw ings and rep u rch ases  
by th e  U nited  K ingdom , and  d raw ings and  rep u rch ases  in 
s te rlin g  by o th er cou n tries  w hich affect th e  U K 's rep u rch ase  
ob liga tions to th e  IM F. D raw ings or rep u rch ases  in s te rlin g  
by a n o th e r  country  w hich affect th e  U K 's reserve position  in 
the  F und re su lt in  a change in th e  pub lished  to ta l o f UK 
official re se rv es  and  a re  accordingly  show n in  th e  ba lance  of 
p ay m en ts  accounts as d raw ings on or ad d itio n s to official 
reserves - see tra n sa c tio n s  in a s se ts  above. Any tran sac tio n  
by th e  U nited  K ingdom  w hich affects the  U K 's reserve  posi
tion in  th e  Fund a lte rs  th e  com position ra th e r  th a n  th e  level 
of th e  reserves.

IM F e x p e n d itu re  a n d  re c e ip ts  in  s te r lin g .
The s te r lin g  e n try  for 1978, com prising  an  increase  in s te r 
ling liab ilitie s , w as for th e  th ird  IM F gold re s titu tio n  w hich 
w as repu rchased  in 1979.

T ra n s a c tio n s  w ith  o th e r  o v e rse a s  m o n e ta ry  a u th o r i t ie s  
T his item  covered n e t borrow ing from th e  G roup of Ten 
co u n tries , S w itzerland  and  th e  BIS under th e  $5.3 b illion  
fac ility  in  1976.

In te r -g o v e rn m e n t lo an s  to  th e  U n ited  K ingdom
See no tes on a s se ts  above.

/
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F o re ig n  c u r re n c y  b o rro w in g  fro m  b a n k s  e tc  o v e rseas  
Inform ation  is ob tained  from official records.

N et b o rro w in g  b y  HM G o v e rn m e n t consists  of draw ings on 
th a t  p a r t  of two Euro-dollar fac ilities , of $2,500 million and 
$1,500 m illion respective ly , a rranged  by th e  Bank of Eng
land  w ith  overseas banks on b eh a lf of HM G overnm ent. The 
loans were repaid  during  1980 and 1981.

T re a s u ry  b ills
T ran sac tio n s  exclude any  b ills held by the  Bank of E ngland 
as th e  s te rlin g  co u n te rp a rt of foreign currency deposits a r is 
ing  from cen tra l bank  ass is tan ce .

N o n -in te re s t-b e a rin g  n o tes
are  those  held by in te rn a tio n a l o rg an isa tio n s.

O ffic ia l sh o r t- te rm  tra n s a c tio n s
These include short-term  in ter-governm ent loans and tra n s 
ac tio n s w ith  non -residen ts  under m inor governm ent accounts 
in th e  form of changes in  balances no t a ttr ib u ta b le  e lse 
w here in th e  accounts. Included are: balances held by the  
P ay m aste r G eneral on th e  E C 's account; en tr ie s  for the  
p u rch ase  of US m ilita ry  a irc ra ft and m issiles and sales of 
H a rrie r  a irc ra ft and  sp a res  to the  USA; and ad ju s tm en ts  for 
c e rta in  tim in g  differences in th e  recording of tran sac tio n s .

S te r lin g  n o tes  a n d  coin
E s tim a te s  of tran sac tio n s  by p riv a te  non-bank overseas resi
d e n ts  are largely  based on governm ent s ta tis tic s  of to u ris ts ' 
ex p en d itu re .

A lloca tion  o f  S p ec ia l D raw in g  R ig h ts  to  th e  UK by  th e  IM F
See note to Table 8.1.

TABIE*.1
(Ca

I
(inert***

bv UK rtSid*''’*

by ‘ ■"‘ f  " j

other th in  bank
Transaction
Other assei

OHicial
Other external ass

total TRANSACnC 
General governmi 
Public corporalioi 
UK banU 
UK non-bank pri)

TOTAL

TRANSAaiONS IN 
(increase in liabii

Direct

Porttol

8orroi 
by I 

Boiroi 
lhai

Othe

total TRAfiSACn 
General gevemm
b̂lic corporaiiu

Pfr'rate secio

total

'̂ ich • ide
P''erseas eu
'n sterling

net

UK PortJora
pnvjtesee

to the UR

tor ex

8-U

Sten, ® "•bO!

Non.; b-li 'nte,



Transactions in assets and liabilities
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TABLE 8.1 SUMMARY OF TRANSACTIONS IN UK EXTERNAL ASSETS AND LIABILITIES
(Capital account of the United Kingdom with the overseas sector)

£ million

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

TRANSACTIONS IN EXTERNAL ASSETS OF THE UK
{increase in assets shown negative)

Direct investment overseas by UK residents 
Portfolio investment in overseas securities

HHBV -2  399 -3  520 -5  889 -4  866 -6  005 -4  091 -5  417 -6  003 -8  653 - n  525 -15  372

by UK residents CGOS 12 -1 073 -887 -3  310 -4  468 -7  563 -7  193 -9  866 -1 9  440 -25  243 8 463
Lending etc to overseas residents 

by UK banks (1)
Deposits and lending overseas by UK residents

HEYN -388 -1 1931 -29  894 -32  613 -3 9  947 -2 0  517 -1 8  349 -14  290 -21 971 -5 3  975 -50  264

other than banks and general government:
Transactions with banks abroad HESZ -954 -280 -1 138 -2  502 -1 864 -598 863 -3  243 -1 251 -2  787 -3  784
Other assets HETE -138 -459 -1 185 -208 -1  021 128 -153 1 285 521 1 893 672

Official reserves AlPA -9  588 2 329 -1 059 -291 2 419 1 421 607 908 -1 758 -2  891 -12  012
Other external assets of central government HEUJ -389 -181 -137 351 93 -161 -478 -743 -7 3 0  -5 1 0  -797

TOTAL TRANSACTIONS IN ASSETS OF:
General government HCDN -9  977 2 148 -1 174 60 2 512 1 260 129 165 -2  488 -3  401 -12  809
Public corporations HEYO -93 -131 -62 77 -166 -209 47 -224 370 - 121 - 6

. . .  hcdgUK non-bank private sector
(heyp
IHEYO -3  774 -6  394 -3 8  953 -4 3  576|;-41 161 

|-11 978
-22  501 

-9  931
-21 138 

-9  158
-21 303 
-10  591

-33  295 -6 3  268 -49  309 
-17  869 -28  247 -12  970

TOTAL HEPZ -13  844 -4  377 -4 0  189 -4 3  439 -5 0  793 -31 381 -3 0  120 -31 953 -53  282 -9 5  037 -75  094

TRANSACTIONS IN UK LIABILITIES TO OVERSEAS Ii^ESIDENTS
(increase in liabilities shown positive)

Direct investment in the UK by overseas 
residents

Portfolio investment in the UK by overseas
HHBU 2 546 1 962 3 030 4 355 2 932 3 027 3 386 -181 4 213 4 176 5 353

residents HEYR 1 910 -139 1 549 1 499 323 225 1 888 1 419 7 121 8 447 10 805
Borrowing etc from overseas residents 

by UK banks (1)
Borrowing from overseas by UK residents other

HEYS 2 658 -793  11 33 540 33 549 39 260 24 325 21 137 24 797 29 461 63 721 52 789

than banks and general government:
Transactions with banks abroad HETN 1 252 709 939 457 865 950 38 -2  224 2 662 3 713 1 488
Other liabilities HE TO 461 472 605 301 224 119 -55 518 728 602 1 497

Other external liabilities of general government HEUR 1 125 -705 -217 -594 -206 407 -584 -40 23 178 1 523

TOTAL TRANSACTIONS IN LIABILITIES OF:
General government HEYT 2 536 -637 879 877 164 641 347 583 3 234 3 442 5 017
Public corporations HE YU 1 079 -17 308 -269 -567 -203 -46 -260 -51 -2 8  -246
UK private sector HEYV 6 337 2 160 38 259 38 959 43 801 28 615 25 509 23 966 41 025 77 423 69 284

TOTAL HEQW 9 952 1 506 39 446 39 567 43 398 29 053 25 810 24 289 44 208 80 837 74 055

of which : identified liabilities constituting
overseas authorities' exchange reserves 
in sterling HCRC -10 -113 756 1 262 89 226 981 1 308 1 577 27 4 318

NET TRANSACTIONS IN ASSETS AND LIABILITIES OF
General government HEYW -7  441 1 511 -295 937 2 676 1 901 476 748 746 41 -7  792
Public corporations HEYX 986 -148 246 -192 -733 -412 1 -484 319 -149 -252
UK private sector HEYY 2 563 -4  234 -694 -4  617 -9  338 -3  817 -4  787 -7  928 -1 0  139 -14  092 7 005

TOTAL NET HEOU -3  892 -2  871 -743 -3  872 -7  395 -2  328 -4  310 -7  664 -9  074 - M  200 -1 039

Allocations of Special Drawing Rights
to the UK by the IMF HBUN — 195 180 158 - — - .  •

1 See notes for explanation of discontinuity.

TABLE 8.1A OVERSEAS AUTHORITIES* IDENTIFIED EXCHANGE RESERVES IN STERLING
£ million

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

TRANSACTIONS IN UK LIABILITIES TO OVERSEAS AUTHORITIES

British government stocks 
Sterling deposits with UK banks 
Sterling deposits with local authorities 
Treasury bills
Non-interest-bearing notes

TOTAL

AING 6 -113 247 945 207
HCHE 132 -251 270 436 - i n
HCOM -130 15 -27 5 20
HCIO -114 97 81 -76 -109
HCHO 96 139 185 -48 82

HCRC -10 -113 756 1 262 89

188 
1 022

y

i

226 981 1 308 1 577 27 4 318
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T ransactions in a sse ts  and liab ilities

TABLE 8.2 DIRECT INVESTMENT
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

INVESTMENT OVERSEAS BY UK RESIDENTS 
(Transactions in UK assets)

By companies and public corporations  
(excluding oil com panies before 1984): 

Unrem itted profits of subsidiaries  
Net acquisition of share and loan capital 
Change in in ter-com pany accounts  
Change in branch indebtedness

Total com panies and public corporations  
(excluding oil com panies before 1984)

HGOM
HCIH
HBYQ
HCOP

-1  292 
-4 7 3

-1 2 0

-1  259 
-993  
-257  
-201

-1 622 
-1 384 

177 
-2 0 6

-1  634 
-1  772 

93  
-5 8

-2  031 
-2  403 

-1 4 0  
-97

-1  699 
-915  

343  
148

-2  226 
-1  919 

659 
-12

-4  885 
-2  625 

1 788 
-91

-4  698 
-3  095 

-8 2 0  
-2 2 3

-4  409 
-6  676  
-1 159 

697

CGOO -1  885 -2  710 -3  035 - 3  371 -4  671 -2  123 - 3  498 -5  813 - 8  836 -11 547

-7  105 
-4  518 
-3  503 

-197

-1 5  323

By other UK residents
(including some financial com panies  

and. before 1984. oil com panies) CGOQ -514 -8 1 0  -2  854 -1  495 -1  334 -1 968 -1  919 -1 9 0 183 22 -49

TOTAL TRANSACTIONS IN UK ASSETS HHBV -2  399 -3  520 -5  889 -4  866 -6  005 -4  091 -5  417 - 6  003 -8  653 -11 525 -1 5  372

INVESTMENT IN UK BY OVERSEAS RESIDENTS 
(Transactions in UK liab ilities)

In non -o il companies:
Unrem itted profits of subsidiaries  
Net acquisition of share and loan capital 
Change in in ter-com pany accounts  
Change in branch indebtedness

CGLU
H C IO
HBWK
HCLR

Total non -o il com panies CGLL

In oil companies
Unrem itted profits of subsidiaries  
Other investm ent

HERX
HEYZ

Total oil com panies HEZA

Miscellaneous property investm ents CGLO

TOTAL TRANSACTIONS IN UK LIABILITIES HHBU

837
220

87
182

720
229
231

81

1 226
166
127
221

689
797
998

57

638
875

-6 6 0
127

766
249

95
27

1 047 
556 
-4 3  
503

1 409 
659 
196 

-243

1 644 
532 

-417  
185

857 
1 243 

307 
-304

1
2

692
073
338
123

1 326 1 261 1 740 2 541 980 1 137 2 063 2 021 1 944 2 103 4 226

391 310 1 151 1 541 945 371 167 936 2 079 513 1 180
740 356 64 173 937 1 399 1 071 - 3  203 100 1 410 257

1 131 666 1 215 1 714 1 882 1 770 1 238 -2  267 2 179 1 923 1 437

89 35 75 100 70 120 85 65 90 150 290

2 546 1 962 3 030 4 355 2 932 3 027 3 386 -181 4 213 4 176 5 953

TABLE 8.2A DIRECT INVESTMENT: SECTOR ANALYSIS
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

INVESTMENT OVERSEAS BY UK RESIDENTS 
(Transactions in UK assets)

B y  UK banks HHBK -105 -1 6 0 -599 -404 -219 -3 2 -3 8 967 -1  204 -1  778 661
Other financial institutions HEZB -2 7 8 -3 1 8 -300 -104 •2 53 -311 -229 -497 -281 -555 -62
Industrial and com m ercial companies  

(including oil com panies) and persons HEZC -1  966 -2  979 -4  984 -4  397 -5  429 -3  707 -5  206 -6  454 -7  202 -9  167 -1 5 970
Public corporations HEZD -5 0 -6 3 -6 39 -104 -41 56 -19 34 -25 -1

TOTAL TRANSACTIONS IN UK ASSETS HHBV -2  399 -3  520 -5  889 -4  866 -6  005 -4  091 -5  417 -6  003 -8  653 -11 525 -15 372

INVESTMENT IN UK BY OVERSEAS RESIDENTS 
(Transactions in UK liabilities)

In: UK banks HHBH 132 118 135 164 178 386 312 634 528 672 1 228
Other financial institutions HCDK 29 64 66 57 179 121 180 174 116 146 140
Industrial and com mercial companies  

(including oil com panies) HEZE 2 296 1 745 2 754 4 034 2 505 2 400 2 809 -1  054 3 479 3 206 4 295
Other (property) CGLO 89 35 75 100 70 120 85 65 90 . 150 290

TOTAL TRANSACTIONS IN UK LIABILITIES HHBU 2 546 1 962 3 030 4 355 2 932 3 027 3 386 -181 4 213 4 176 5 953

' 4 ' '  i

I

I

I

5

i

TABLE
p o J

stfn»i'l in 0V8I5®
.jcunties

BoflPS' P" . hv- 
UR

Other UK

All UK resicts"

OrdintryInvestrnBr't bV' 
UKMnkS 
Other UK f '" * ' 
Other UK resii

All UK reside'

total POHTFOIIO 
UK benks 
Other UK fine 
Olher UK resii

All UK reside!

OVERSEAS INVESTS 
(Trer̂ SiClions in I

'nvestmeni in UK a 
residents

British govemmen 
irivestment by; 

O^srseas aut 
Uibei overse;

Total

British Soveminen
thd notes

authorities'Starling
'"'"9" c»r,,„c
„ stheme 

loreisn „

gnc
UK

“'"̂ Ttharaj
Total

total



698 
•3 095 

-830 
-233

■i l£8 
•6 676 
■» 159 

69?

105 
518 

■3 503 
-19?

•* ®  -II 541 -,5

90 183 ^ -<9
33 -8 S3 - I I 525 .,5 3?2

1692 
3 073 

338 
123

21 I 9i4 3 103 « 238

36 3 079 513 1 180
J3 100 1 410 257

3? 2 179 1 923 1 437

90 150

31 I 213 4 176 5 953

f miliion

i 228
140

5479
 ̂ 90

32̂150
65 5

i

I8I i

L- >.

Transactions in assets and liabilities

TABLE 8.3 PORTFOLIO INVESTMENT
£ m illion

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

INVESTMENT OVERSEAS BY UK RESIDENTS 
(Transactions in UK assets)

Investment in overseas government and 
company securities by UK residents

Bonds, preference shares.debentures, etc 
Investment by:

UK banks HEZG * • . 1 -818 -1 809 -2  664 -7  901 -9  889 -7  003 154
Other UK financial institutions HEZH • • • « -498 -1  279 -791 -1  679 -2  110 -8  829 6 555
Other UK residents HEZI 81 -188 -366 -273 -1  730 -940 -424

AM UK residents HEZJ . .  -1  235 -3  276 -3  821 -9  853 -1 3  729 -1 6  772 6 285

Ordinary shares
Investment by:

UK banks HEZK * • . -177 -143 -87 -79 -231 -512 140
Other UK financial institutions HEZL . • • • . .  -2  776 -3  893 -3  183 -390 -5  128 -7  540 1 876
Other UK residents HEZM * • • . -280 -251 -102 456 -352 -419 -1 838

AM UK residents HEZN . . . 1 . .  -3  233 -4  287 -3  372 -13 -5  711 -8  471 178

TOTAL PORTFOLIO INVESTMENT BY:
UK banks HHAL . « « • -995 -1 952 -2  751 -7  980 -1 0  120 -7  515 294
Other UK financial institutions HHAM • » 4 • . .  - 3  274 -5  172 -3  974 -2  069 -7  238 -1 6  369 8 431
Other UK residents mAN . . -199 -439 -468 183 -2  082 -1 359 -2  262

AM UK residents CGOS 12 -1 073 -887 -3  310 -4  468 -7  563 -7  193 -9  866 -1 9  440 -25  243 6 463

OVERSEAS INVESTMENT IN THE UK 
(Transactions in UK liabilities)

Investment in UK securities by overseas 
residents

British government stocks 
investment by:

Overseas authoritiesiexchange reserves) 
Other overseas residents

Total

British government foreign currency bonds 
and notes

Local authorities' securities:
Sterling
Foreign currency under the exchange 

cover scheme 
Other foreign currency

Public corporations' securities'
Issued under the exchange cover scheme 
Other (foreign currency)

UK companies' securities
Issued under the exchange cover scheme 
Other bonds etc 
Ordinary shares

Total

TOTAL INVESTMENT IN SECURITIES ISSUED BY 
General government 
Public corporations 
UK companies

Total

AING
CGLV

6
979

-113
-3

247
928

945
571

207
201

-212
568

227
714

188
781

1 482 
1 438

278 
1 837

1 322
2 765

HEZO 985 -116 1 175 1 516 408 356 941 969 2 920 2 115 4 087

HEZP 395 191 • - — -115 • -342 294 1 150 -592

CGLY 28 4 41 19 — -5 -7 -4 -3 -1 -1

HCOW 3 -6 -58 -64 -38 -2 -3
CGLX -5 -62 - • -

HEZR 48 -127 108 -233 -361 -84 19 -117 45 3 -106
CGLZ 30 -92 -6 -3 -6 -55 -7 -112 -55 -7 -7

HEZS _ • _ -5 -21 -45HEZT 4 • • • . . 40 71 -6 -49 2 550 2 256 1 365
HEZU « t « • . ♦ » 280 59 951 1 074 1 375 2 952 6 104

HEZV 421 12 351 264 320 130 945 1 025 3 920 5 187 7 424

HEZW 1 411 68 1 096 1 471 370 234 931 623 3 211 3 264 3 494
HEZX 78 -219 102 -236 -367 -139 12 -229 -10 -4 -113HEZV 421 12 351 264 320 130 945 1 025 3 920 5 187 7 424

HEYR 1 910 -139 1 549 1 499 323 225 1 888 1 419 7 121 8 447 10 805
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T ransactions in a sse ts  and liab ilities

TABLE 8.4 TRANSACTIONS OF UK BANKS
(excluding direct and portfolio investment, which are in Tables 8.2 and 8.3)

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

TRANSACTIONS IN EXTERNAL ASSETS OF THE UK 
(increase in assets shown negative)

Foreign currency lending abroad by UK banks 
Identified lon g -te rm  export credit 
Other foreign currency lending

HEZY
HEPG

-5 163 -3 6 0  -6 6 2  -7 5 9  -7 9 8  -461 -7 9  369 533 664
. -2 9  744 -2 9  173 -3 6  169 -1 5  700 -1 5  656 -9  278 -2 0  705 -4 8  553 -4 6  290

Total HEZZ -5 -1 6 3  -3 0 104 -29 835 -3 6 928 -1 6  498 -1 6 117 -9 357 -2 0  336 -4 8  020 -45 626

Sterling lending abroad by UK banks
Identified lon g -te rm  export credit HCAB -4 5 0 -5 7 8 -81 -233 -170 -965 ■934 -274 29 -166 468
Other identified export credit HCAC 13 58 89 -77 137 245 41 59 61 50 50
Other sterling lending HCAE 54 -5 1 0 202 -2 468 -2 986 -3  299 -1 339 -4 718 -1  725 -5  839 -5 156

Total HCAD -3 8 3 -1 030 210 -2 778 -3 019 -4  019 -2 232 -4 933 -1  635 -5  955 -4 638

TOTAL TRANSACTIONS IN UK ASSETS HEYN -3 8 8 -1 193 -2 9 894 -32 613 -39 947 -2 0  517 -1 8 349 -14 290 -21  971 -5 3  975 -5 0 264

TRANSACTIONS IN UK LIABILITIES TO OVERSEAS RESIDENTS 
(increase in liab ilities shown positive)

Foreign currency borrowing and deposit 
liab ilities abroad of UK banks (1)

Sterling borrowing and deposit 
liabilities abroad of UK banks 
Overseas authorities' exchange 

reserves in sterling  
Other liabilities

Total

TOTAL TRANSACTIONS IN UK LIABILITIES

NET TRANSACTIONS  
Foreign currency 
Sterling

TOTAL

HCAF 1 051 -8501  30 752 30 505 36 763 19 904 17 192 18 648 25 306 58 116 44 270

HCHE 132 -251 270 436 -111 321 815 1 022 150 -283 1 681
CGDI 1 475 308 2 518 2 608 2 608 A 100 3 130 5 127 4 005 5 888 6 838

HERD 1 607 57 2 788 3 044 2 497 4 421 3 945 6 149 4 155 5 605 8 519

HEYS 2 658 -7 9 3 33 540 33 549 39 260 24 325 21 137 24 797 29 461 63 721 52 789

HCA6 1 046 -1 013 648 670 -165 3 406 1 075 9 291 4 970 10 096 -1 356
HCAH 1 224 -9 7 3 2 998 266 -5 2 2 402 1 713 1 216 2 520 -350 3 881

HCAl 2 270 -1 986 3 646 936 -6 8 7 3 808 2 788 10 507 7 490 9 746 2 525

1 See notes for explanation of discontinuity
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T ransactions in a ssets  and liabilities
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TABLE 8.5 TRANSACTIONS OF UK RESIDENTS OTHER THAN BANKS AND GENERAL GOVERNMENT
(excluding direct and portfolio investment, which are in Tables 8.2 and 8.3)

TRANSACTIONS IN EXTERNAL ASSETS OF THE UK 
(increase in assets shown negative)

Deposits and lending overseas
Transactions w ith banks abroad by

UK non-bank private sector HESZ

Other assets of UK non-bank private sector 
and public corporations'

Long-term capital transactions of
Commonwealth Development Corporation HET6 

Advance and progress payments on imports
i Long-term agreements HCOK
1 Other HC02
i
! Export credit HETC

Other lending and short-term  assets HETD
(t Foreign notes and coin HETF

Total

TOTAL TRANSACTIONS IN ASSETS OF:

HETE

Public corporations HETG
UK non-bank private sector HETI

TOTAL HETJ

£ million

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

-954 -280 -1  138 -2  502 -1  864 -598 863 - 3  243 -1  251 -2  787 -3  784

-24 -20 -35 -32 -50 -3 6 -39 -89 -52 -45 -7

115 121 -59 -19 27 - n o 75 77 -5 3 -54 -47
-41 78 -68 -22 50 « . « « • . .  « « • • ^

-273 -415 -835 -291 -580 290 %
. « .  « .  .

92 -218 -174 164 -471 -1 6 -176 1 297 639 1 990 756
-7 -5 -14 -8 3 — -1 3 — -1 3 2 -30

-138 -459 -1 185 -208 -1  021 128 -153 1 285 521 1 893 672

-43 -68 -56 38 -62 -1 6 8 -9 -205 336 -96 -5
-1 049 -671 -2  267 -2  748 -2  823 -302 719 -1  754 -1  066 -797 -3  107

-1 092 -73S -2  323 -2  710 -2  885 -470 710 -1 959 -730 -893 -3  112

gJ

>46 25 306 58 116 «  270

)22 150 *283 1 68!
127 4 005 5 B88 6 838

119 1 155 5 605 8 5l9

29 16' 63 721 52 783

!91 4 970 10 ^  

i07 7 490 9 7 4 6 ^ J j 5

TRANSACTIONS IN UK LIABILITIES TO OVERSEAS RESIDENTS 
(increase in liabilities shown positive)

Borrowing from overseas
Transactions with banks abroad by 

Public corporations 
UK non-bank private sector

Identified long-term import credit 
Other

Total

Other liabilities of UK non-bank private 
sector and public corporations'

Import credit' Long-term agreements
Other

Identified advance and progress payments 
on exports

Other (mainly short-term ) liabilities 

Total

TOTAL TRANSACTIONS IN LIABILITIES OF 
Public corporations'

Under the exchange cover scheme 
Other

Total

UK non-bank private sector
Under the public sector exchange 

cover scheme 
Other

Total

TOTAL

NET TRANSAimONS 
Public corporations:

Under the exchange cover scheme 
Other

Total

UK non-bank private sector
Under the public sector exchange 

cover scheme 
Other

Total

TOTAL

HETH 941 182 246 -15 -178 -35 -35 -47 64 -30 -166

HETL — -76 -170 -59 10 23 -48 -3 -81 -65 -245
HETK 311 603 863 531 1 033 962 121 -2  174 2 679 3 808 1 899

HETN 1 252 709 939 457 865 950 38 -2  224 2 662 3 713 1 488

HETM 100 20 8 -3 -22 -5 -51 81 -84 -43 5
CGJG 130 163 364 -211 76 -107 . . • • • • • s

HETO 268 135 300 187 366 5 20 1 - n 30 34
HETP -37 154 -67 328 -196 226 -24 436 823 615 1 458

HETO 461 472 605 301 224 119 -55 518 728 602 1 497

HCOS 219 185 275 85 -142 72 18 58 128 38 -99
HETR 782 17 -69 -118 -58 -136 -7 6 -89 -169 -62 -35

NETS 1 001 202 206 -33 -200 -64 -58 -31 -41 -24 -133

HCNP . 4 44 17 50 20 75 73 275 143
HETT 712 979 1 334 747 1 272 1 083 21 -1 750 3 358 4 064 2 976

HETU 712 979 1 338 791 1 289 1 133 41 -1 675 3 431 4 339 3 118

HTEV 1 713 1 181 1 544 758 1 089 1 069 -17 -1  706 3 390 4 315 2 985

HCOS 219 185 275 85 -142 72 18 58 128 38 -99
HETV 739 -51 -125 -80 -120 -304 -85 -294 167 -158 -40

HETW 958 134 150 5 -262 -232 -67 -236 295 -120 -138

HCNP 4 44 17 50 20 75 73 275 143
HETX -337 308 -933 -2  001 -1  551 781 740 -3  504 2 292 3 267 -131

HETY -337 308 -929 -1 957 -1  534 831 760 -3  429 2 365 3 542 n

HET2 621 442 -779 -1 952 -1  796 599 693 -3  665 2 660 3 422 -127



and liab ilities

TABLE 8.6 TRANSACTIONS OF GENERAL GOVERNMENT
(excluding portfolio investment liabilities, which are in Table 8.3)

£ million

1977 1978 1979 1980 1981

TRANSACTIONS IN EXTERNAL ASSETS OF THE UK 
(increase in assets shown negative)

O fficial reserves A I P A -9  588 2 329 -1 059 -291 2 419

Other external assets of central governm ent
In ter-governm ent loans by the UK 
Other lo n g -te rm  capital transactions  

Subscriptions to international lending  
bodies

HEUC 5 -25 -1 2 51

International Developm ent Association HEUB -181 -1 5 9 -2 2 6 -2
Regional Developm ent Banks HEUD -2 3 -37 -19 -4 8
European Investm ent Bank HEUE -6 -1 7 -1 5 -4
Other subscriptions HEUF -3 -1 2 — —

Other long-term  assets HEUG -2 -1 -1 -

Export credit HEPF -1 7 9 91 135 333
O fficial sho rt-term  capital HEUH — -2 0 — 20

-185
-25
-11

305

1982 1983 1984 1985 1986 1987

1 421 607 908 -1  758 -2  891 -1 2  012

30 12 65 52 69 84

-185 -185 -1 0 5 -134 -134 -1 3 3
-4 9 -3 2 -3 5 -3 8 -23 -3 0

-6 -1 6 -2 2 -17 -48 -10
-4 -2 2 -44 -19 -22 -3 6

53 -235 -6 0 3 -5 7 3 -352 -671

Total HEUJ

TOTAL TRANSACTIONS IN ASSETS OF 
CEN"JRAL GOVERNMENT H E U I

-3 8 9 -181 -137 351 93 -161 -4 7 8 -7 4 3 -730 -5 1 0 -797

-9  977 2 148 -1 196 60 2 512 1 260 129 165 -2  488 -3  401 -1 2  809

TRANSACTIONS IN UK LIABILITIES TO OVERSEAS RESIDENTS 
(increase in liab ilities  shown positive)

External liab ilities of general governm ent 
other than portfolio  liabilities  

Transactions w ith  the IMF 
UK drawings  
UK repurchases 
Other net drawings

CGPT
CGPU
CGPX

Total A I O N

IMF expenditure and receipts in sterling HEUK

Net transactions w ith  other m onetary authorities;
Foreign currency borrowing by the UK 
Sterling borrowing by the UK

CGPW
HCCC

Inter-governm ent loans to the UK H EU L

Foreign currency borrowing from banks etc 
overseas by.

HM Governm ent
Northern Ireland central governm ent 
Local authorities:

Under the exchange cover scheme  
Other

HCJN
h COa

H BTN
CGOX

Sterling borrowing from and deposit 
liab ilities to banks etc. overseas by 
local authorities (1) HCCF

Treasury bills (1)
N on-in terest bearing notes issued by 

HM Governm ent (1)

AARB

HCHO

O fficial sho rt-term  capital transactions  
Sterling notes and coin held by private 

(non -bank) overseas residents

HEUN

HEUO

1 525  
-4 1 2 -9 4 8

-6 8
-5 9 6 “ 140 -145 -1 6 3 -3 6

1 113 -1  016 -5 9 6 -1 4 0 -1 4 5 -163 -3 6 — — - -

14 -1 3 •

-6 8 -65 -1 1 6 -5 7 -7 3 -87 -9 7 -1 0 3 -87 -87 -69

142 -22 -8 6 -232
• - 15 — 4 - — -1 -1 -2 -2

20 5 20 35 33 60 80 54 92 106 113
4 10 11 11 3 -3 -3 -5 -4 -4 -11

-1 3 0 15 -2 7 5 20 -17 -2 0 — -2 -1 -2

-1 0 8 82 143 -1 2 6 -1 1 0 132 30 145 -1 3 207 1 104

96 139 185 -4 8 82 36 -1 2 -21 28 -2 4 8 273

52 97 142 -1 6 7 197 431 -552 -1 5 0 2 154 126

4 35 19 -2 0 16 18 25 41 8 52 -9

TOTAL TRANSACTIONS IN LIABILITIES OF 
Central governm ent 
Local authorities and Northern  

Ireland central government

HEUP 1 231 -7 3 5 -2 3 6 -645 -2 6 6 367 -641 -88 -62 79 1 425

HEUQ -1 0 6 30 19 51 60 40 57 48 85 99 98

TOTAL GENERAL GOVERNMENT HEUR 1 125 -7 0 5 -2 1 7 -594 -2 0 6 407 -584 -4 0 23 178 1 523

NET TRANSACTIONS IN ASSETS AND LIABILITIES 
OF GENERAL GOVERNMENT 

Central governm ent 
Local authorities and Northern  

Ireland central governm ent

HEUS

HEUO

- 8  746 1 413 -1  432 -585 2 246 1 627 -512 77 -2  550

-1 0 6 30 19 51 60 40 57 48 85 99 98

TOTAL GENERAL GOVERNMENT HCCG - 8  852 1 443 -1 413 -5 3 4  2 306 1 667 -455 125 -2  465 -3  223 -11  286

Allocation of Special Drawing Rights 
to the UK by the IMF HBUN 195 180 158

1. Includes liabilities constituting overseas m onetary authorities ’ exchange reserves in sterling, see Table 6.1A for details
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9 Levels of UK external assets and liabilities
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General notes
The balance of curren t account transactions - taken with 
capital transfers - shows w hether the U nited Kingdom has 
added to or consumed net ex terna l assets in any period. The 
figures in the rem ainder of the balance of paym ents accounts 
record overall how th is net effect on ex terna l assets is re
flected in the various parts of the cap ital account. Such 
capital transactions will e ither be in financial asse ts, i.e. UK 
claims on non-residents, or in financial liab ilities - repre
senting the claims of non-residents.

The figures in th is  section show the  levels of the stocks of 
ex ternal financial asse ts  and liab ilities a t  the end of each 
calendar year. Changes in these levels reflect not only the 
capital transactions during the year but also, in m any in
stances, revaluations and other changes. In particu lar, some 
items may be valued in foreign currency term s and most 
investm ents are recorded a t e ither book or m arket values; in 
such instances revaluations will usually occur regardless of 
w hether transactions take place. These revaluations and o th 
er changes are described in more detail below. They can be 
derived by com paring changes in levels w ith the correspond
ing transactions figures shown in section 8. The correspond
ing earnings are shown in section 5. Although the layout of 
these three sections is alm ost identical there  are some dif
ferences in coverage between them  which are noted in the 
appropriate places. In particu lar, the coverage of short-term  
assets and liabilities is incomplete. F urther descriptive notes 
will be found in section 8.

Because of the very varied d a ta  sources used to derive the 
estim ates for th is  section there are m any inconsistencies in 
the tables resulting  particularly  from different m ethods of 
valuation. W herever possible, figures are a t  m arket value; 
exceptions are noted below. Valuation problem s, and the  fact 
th a t certain assets and liabilities are unidentifiable, mean 
the balance between the estim ates of ex te rn a l asse ts  and 
liabilities is an inexact m easure of the U nited Kingdom's 
debtor/creditor position with the rest of the world.

To the ex ten t th a t  the balance of paym ents balancing 
item reflects unrecorded capital transactions the ex terna l 
balance sheet may also fail to capture the corresponding 
outstanding assets and liabilities. (For fu rther deta ils  see 
the 'General description of the accounts'.)

Revaluations and other changes which take place include:
(i) the change in the book or m arket value of stocks of 
assets and liab ilities apart from the actual sales or pur
chases which occurred. For exam ple, portfolio investm ents 
and overseas holdings of B ritish governm ent stocks are 
shown a t m arket value, the change in which, ap a rt from 
the effect of any change in exchange ra tes, reflects not 
only purchases and sales of securities b u t also rises and 
falls in the prices of shares and bonds. Direct invest
m ents, on the other hand, are m easured a t book values 
which do not alw ays exactly m atch the recorded flows of 
direct investm ent for such reasons as exchange rate 
changes or revaluation of ex isting  asse ts  and disposals of 
assets for more or less than  th e ir book value;
(ii) in the case of assets and liabilities denom inated in 
foreign currencies, the change in their sterling  value re
sulting from any changes in exchange rates;
(iii) in principle, the creation or extinction of assets and 
liabilities such as the writing-off of bad debts, where there 
is no associated flow of investm ent;
(iv) certain coverage changes resulting from modified re
porting system s for (a) UK banks, introduced a t end-1974;
and (b) the United Kingdom m onetary sector, introduced 
a t end-1981;
(v) coverage differences resulting from changes in the pop
ulation of reporting institu tions.

Summary o f lev e ls  (Table 9.1)
Unlike the  early  years in Table 8.1, gross figures for UK 
banks* foreign currency asse ts  and liab ilities are incorpo
rated  separa te ly  in all y ears  in th is table.

Allocation o f Special D raw ing Rights
These are issued to the U nited Kingdom by the  IMF but are 
not regarded by th e  IM F as a liab ility  of the  U nited King
dom. However, if any a ttem p t is made to compile a complete 
ex terna l balance shee t for the U nited Kingdom these SDRs 
need to be added to UK liab ilities  to m atch th e ir inclusion in 
UK asse ts  as p a rt of the  U nited K ingdom 's official reserves.

D irect investm ent (Table 9.2A)
(There is no tab le  in a form at com parable to 8.2)

UK assets
Com panies and public corporations
This rep resen ts the  stock of investm en t by UK residen ts in 
th e ir overseas branches, subsid iaries and associates and in 
real e s ta te  abroad. F igures for public corporations and com
panies o ther th an  banks are  based on the  periodic surveys of 
the  D epartm ent of Trade and Industry . Values for years 
between surveys are in terpo la ted  except for oil com panies 
(see below). The la te s t availab le  survey resu lts  re late  to 
end-1984; values for subsequen t years have been ex trapo 
lated tak ing  account of investm en t transac tions and ex 
change ra te  m ovem ents. C hanges in the coverage of the oil 
sector which provided more complete d a ta  resulted  in an 
unavoidable d iscontinu ity  in the  figures in 1984 (see notes 
to section 8). Oil com panies' net ex te rn a l a sse ts  are su r
veyed annually  by the DTI.

The surveys relate  to to tal net a sse t values a ttrib u tab le  
to investing  com panies, i.e. book values of fixed asse ts  less 
accum ulated depreciation provisions, plus cu rren t asse ts, less 
cu rren t liab ilities. The book values of direct investm ents are 
likely to be less th an  the  values a t  w ritten  down replace
m ent cost and less th an  the  m arket values. The comparison 
between transac tions in the  balance of paym ents estim ates 
and changes in to tal a sse ts  and liab ilities is not affected by 
allowances for depreciation of fixed asse ts  as charged to the 
profit and loss account; such allow ances are deducted before 
arriv ing a t  the earn ings included in the  cu rren t account, and 
the provision for depreciation is regarded as m ain ta in ing  the 
to tal book value of the ex is tin g  assets. S im ilarly , the com
parison is unaffected by the  trea tm en t of unrem itted  profits 
from direct investm ents, since these appear both in the 
curren t account as earn ings and in the  cap ital account as a 
flow of cap ita l adding to the  stock of assets.

Oil com panies' borrowing abroad was deducted from a s
sets in years up to the  end of 1976 but from end-1977 
onwards is included under borrowing from banks, etc. overseas 
(Table 9.5) or portfolio investment in UK company securities 
(Table 9.3), as appropria te  to correspond with the trea tm en t 
of capital flows in section 8.

The figures for UK banks include up to en d -1980 invest
m ent by UK listed banks in their overseas branches, subsid
iaries and associates: from end-1981 the scope of the figures 
was widened to cover the new m onetary sector. The d a ta  are 
based on periodic censuses of overseas assets and liabilities 
carried out by the Bank of England, the la te s t being for 
end-1987; values for o ther years are estim ated by sim ilar 
methods to those used for o ther com panies. The level of 
investm ent is defined as the sum of reporting in stitu tions ' 
investm ent in ordinary and preference shares, loan and 
working cap ital and other capital funds and reserves of their 
overseas affiliates; less certain  funds raised by overseas af
filiates through the issue of loan stocks and subsequently 
redeposited with their UK parents.
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L evels o f  a sse ts  and liab ilities
D irect in v es tm en t by 'o th e r  f in a n c ia l in s t i tu t io n s ' and p e r 
so n s  includes e s tim a te s  of all p roperty  in v es tm en ts  to g e th er 
w ith  re la ted  overseas loans of non-bank fin an c ia l in s t i tu 
tions.

UK liab ilitie s  
C o m p an ies
This re p re sen ts  th e  stock of in v e s tm e n t by com panies incor 
porated  abroad in th e ir  UK b ran ch es, su b s id ia rie s  and  asso 
c ia tes . The e s tim a te s  re la te  to book values and  are m easured  
in th e  sam e way as th o se  for ou tw ard  d irec t in v es tm en t. The 
la te s t  firm  figures re la te  to e n d -1987 for banks and  end- 
1984 for o th er com panies. E s tim a te s  for non-bank  com panies 
o th er th a n  oil com panies have been ex tra p o la te d  from 1984 
onw ards and  tak e  account solely of an n u a l c ap ita l flows; no 
a d ju s tm e n t has been m ade to tak e  account of rev a lu a tio n s  in 
co m p an ies’ books. The e x te rn a l lia b ilitie s  of oil com panies 
are su rveyed  an n u a lly  by th e  DTI. C hanges in th e  coverage 
of th e  oil sector resu lted  in unavo idab le  d isco n tin u ity  in the  
figures in 1984.

O th e r  (p ro p erty )
This co n sis ts  of overseas residents* ho ld ings of UK real 
e s ta te  not held th ro u g h  com panies tra d in g  in th e  U nited  
K ingdom . I t  is e s tim a ted  from th e  cap ita l flows an d  ap p ro 
p ria te  in d ica to rs  of m ark e t prices.

P ortfo lio  in vestm en t (Table 9.3)
UK a sse ts
Up to 1979, e s tim a te s  of th e  value  of UK portfolio in v e s t
m en t overseas were based  on su rv ey s  and  ex ch an g e  control 
in fo rm ation  and  w ere com piled m ain ly  from m easured  
cap ita l flows; broad ad ju s tm en ts  have been m ade to allow  for 
deficiencies of coverage, and ch an g es in th e  m ark e t values 
re su ltin g  from price flu c tu a tio n s have been e s tim a ted . The 
figures con ta in  an  u n m easu rab le  e lem en t re p re se n tin g  th e  
in v e s tm e n t currency prem ium . U n til end-1978, cen tra l gov
e rn m e n t hold ings of sh a re s  in th e  C om pagnie F in an c ie re  de 
Suez are  included. For 1980 onw ards th e  to ta l is ca lcu la ted  
u sin g  a  com bination  of b an k in g  s ta tis tic s , th e  re su lts  of the  
B ank of E n g lan d 's  portfolio in v e s tm e n t en q u iry  to d ea le rs  in 
secu rities  (w hich w as in troduced in m id-1980) an d  in fo rm a
tion , av a ilab le  or e s tim a ted , for o th e r fin an c ia l in s titu tio n s  
and L loyd 's to g e th e r w ith rev a lu a tio n  facto rs app lied  to 
hold ings by o th er investo rs .

UK liab ilitie s
The coverage of th ese  item s is described in th e  no tes to 
section  8. In form ation  on m ost UK public secto r liab ilitie s  is 
based  on official records and  b an k in g  s ta tis tic s . E s tim a te s  
are a t  m ark e t values.
British governm ent foreign currency bonds an d  notes.
The bonds are those  sold to overseas official ho lders of 
s te rlin g  in A pril 1977, and th e  $350 m illion issue  by HM 
G overnm ent in New York in 1978. The n o tes  com prise th a t  
p a r t of th e  $2.5 b illion  and $4.5 billion floa ting  ra te  note 
issues m ade by HM G overnm ent in 1985 and  1986 respec
tive ly  w hich is held by overseas re s id en ts . As well a s  secu ri
ties  issued  by HM G overnm ent, th is  item  also  includes some 
secu rities  o rig inally  issued by public corporations under the  
exchange cover schem e and su b seq u en tly  assigned  to HM 
G overnm ent. There is no corresponding  tra n sa c tio n  in Table 
8.3 as th e  ass ig n m en ts  are UK dom estic tra n sa c tio n s . V alues 
have been tra n s la te d  to s te rlin g  a t  end-year m iddle-m arket 
ra te s .
Local authorities* securities.
The s te rlin g  secu rities  figures re la te  m ain ly  to am oun ts held 
d irec tly  by non-residen ts or lodged w ith th e  Crown A gents 
and  b an k s in th e  U nited  Kingdom. Inform ation  abou t hold
ings th rough  o th er UK agen ts is no t av a ilab le .

Public corporations' securities
S ecurities issued under the  exchange cover schem e and  la te r 
assigned  to HM G overnm ent a re  covered here u n til th e  date  
of a ss ig n m en t and th e rea fte r  under 'B ritish  governm ent, for
eign currency bonds and n o tes ', above.
UK com panies' securities
The m ark e t value of inw ard  portfolio in v es tm en t in listed 
o rd inary  sh a re s  w as ob tained  from th e  D ep artm en t of Trade 
and  In d u s try 's  survey  of UK com pany sh a re  reg iste rs  a t 
end-1975, ad ju s tm en ts  being m ade to exclude holdings of a 
d irec t in v e s tm e n t n a tu re  and to e s tab lish  th e  beneficial ow n
e rsh ip  of nom inee sh a re  holdings. An e s tim a te  of holdings of 
d eb en tu res  and  preference sh a re s  w as added. The re su lt has 
been used as a benchm ark  for su b seq u en t y ears , the  es
tim a te s  for w hich are ca lcu la ted  by app ly ing  changes in 
m ark e t va lu es and add ing  or su b trac tin g  tran sac tio n s . Up to 
Ju ly  1980, nom inal am oun ts o u ts tan d in g  for each issue of 
foreign currency secu rities  w ere e s tim a ted  and ad justed  for 
changes in th e  m ark e t price of the  secu rity . The portfolio 
in v es tm en t enqu iry  in troduced in m id-1980, which covers 
overseas re s id e n ts ' tran sac tio n s  in both s te rlin g  and foreign 
currency secu rities  issued by UK com panies, is used as the 
b asis  for e s tim a tin g  o u ts tan d in g  liab ilitie s  for recen t years. 
I t em braces tra n sa c tio n s  in bonds issued by UK oil com
pan ies: o u ts ta n d in g  issues abroad  by th ese  com panies are 
th u s  included here from 1980; for previous y ears  th ey  were 
n e tted  off oil companies* a sse ts  abroad.

A sse ts  and lia b ilities  o f  UK banks (Table 9.4)
UK assets
A ssets com prise th e  e x te rn a l c la im s on non-residen ts of UK 
banks and , p rio r to to end-1981, ce rta in  o th er UK financial 
in s titu tio n s . C laim s of UK banks in foreign currencies are 
recorded gross in a ll y ears . They com prise:

(i) dep o sits  w ith  and  advances to overseas residen ts;
(ii) com m ercial b ills  draw n on overseas re s id en ts  and ow n
ed by th e  repo rting  in s titu tio n s ;
(iii) u n til end-1974 those cla im s a ris in g  from acceptances 
(some £100 m illion a t  th a t  tim e).

The coverage of com m ercial b ills  d iscounted (including accep
tances) does no t include b ills d raw n by UK resid en ts  and 
lodged w ith  banks for collection; th ese  are regarded as su p 
p lie rs ’ tra d e  cred it on expo rts  and included th ere  w hen fig
ures a re  av a ilab le  (see below). O verseas b ills  purchased  by 
th e  Issue D ep artm en t of the  Bank of E ngland from UK 
banks are  excluded from here and  included in Table 9.6.

UK b an k s ' s te rlin g  ex p o rt cred it w hich is refinanced w ith 
th e  ECGD or T rustee Savings B anks is deducted and in 
cluded as a public sector or 'o th er UK re s id en ts"  a sse t as 
ap p ro p ria te  (Table 8.6 or 8.5).

D ata  sources are  given under liab ilitie s  below.

UK liab ilitie s
Foreign currency liab ilitie s  of banks (and, prior to en d -1981 
ce rta in  o th er in s titu tio n s) include deposits and advances 
received from overseas re s id en ts  and negotiable certificates 
of d ep o sit issued  in  London w hich are held by banks on 
b eh a lf of th e ir  overseas custom ers. They include overseas 
liab ilitie s  a ris in g  from UK b an k s ' p artic ip a tio n  in th e  $2.5 
billion and  $1.5 billion fac ilities  arranged  for HM Govern
m en t and o th e r borrow ing to finance UK bank lending  to the 
public sector. L iab ilities  exclude com m ercial bills lodged
w ith banks for th e ir  custom ers.

The figures for both claim s and liab ilitie s  in s te rlin g  and 
foreign currency are  derived m ain ly  from bank ing  s ta tis tic s  
(which are com pleted by all UK m onetary  sector in s titu 
tions). For y ea rs  up to 1981, inqu iries to certa in  o ther in 
s titu tio n s  known to have liab ilitie s  and claim s in foreign 
currencies were also used. There have been several, m ainly 
sm all, increases in coverage, p a rticu la rly  in recen t years. 
Inform ation on long-term  foreign currency trad e  cred it under
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ECGD schemes is also derived from banking s ta tis tic s . For
eign currency figures are transla ted  to sterling  a t  end-year, 
m iddle-m arket closing exchange rates.

A ssets and liab ilities o f UK residents other  
than banks and general governm ent (Table 9.5)
UK asse ts
D eposits, lend ing  an d  o th e r a sse ts  o v erseas  
A ssets with banks abroad are derived from the banking 
sta tis tics  of countries in the IMF reporting area (as defined 
in the notes to section 8) and cover the  UK non-bank private 
sector’s deposits w ith banks overseas. They include the 
working balances of various UK com panies. Some asse ts  of 
public corporations may also be included ind istinguishab ly . 
A crude ad justm ent has been made to reported levels for the 
period 1975 to 1983 to allow for less complete coverage of 
countries than  in la te r periods. From en d -1981 th is  item also 
includes the asse ts  of m iscellaneous financial in stitu tions 
with banks abroad.
E xport c red it shows suppliers ' export credit after deduction 
of th a t p a rt of the asse ts  which has been taken over by the 
ECGD (see Table 9.6 below). Figures are not availab le  be
yond en d -1982 (see section 8). Oil com panies' trade credit 
extended is excluded from here and included under sho rt
term  assets, below.
O ther lend ing  an d  sh o rt-te rm  asse ts  includes: the  rest of 
m iscellaneous UK financial in s titu tio n s ' asse ts; currency ex
changes between unrelated  com panies in the  U nited King
dom and overseas which, in 1978 and 1979, were used to 
finance investm ent abroad; the overseas assets of specialist 
UK finance leasing com panies (regarded as the  am ounts 
ou tstanding  on loans); certain long and short-term  asse ts  of 
un it tru s ts  and investm ent tru sts ; trade credit extended by 
oil companies; and some stocks of commodities held overseas 
by UK residents. F inancial gold asse ts  of UK residen ts o ther 
than  m iscellaneous financial in stitu tions are excluded be
cause of insufficient inform ation on which to base an es
tim ate.
Foreign notes an d  coin are the  estim ated  holdings 
(excluding gold coin) by UK residents except banks and 
other financial in stitu tions. The estim ates are derived from 
the transactions w ith an allowance for exchange ra te  move
m ents.

UK liab ilities
B orrow ing from  overseas: liab ilities to b an k s abroad  
E stim ates up to and including 1978 cover borrowing outside 
the former Scheduled Territories and were derived m ainly 
from UK exchange control sources; they relate  to borrowing 
from all overseas sources except related  com panies. E sti
m ates from 1979 to the end of Septem ber 1983 are derived 
m ainly from the banking sta tis tics  of countries in the BIS 
reporting area (as defined in section 8) and thereafter from 
countries in the IMF reporting area; and, for public corpora
tions, from official records. A djustm ents have been made to 
elim inate overlap with other item s. A crude ad justm ent has 
been made to levels reported for the period 1979 to 1983 to 
allow for less complete coverage of countries th an  in la ter 
periods. Borrowing from the European Investm ent Bank and 
US Exim Bank is also included. Borrowing by UK oil com
panies is included in th is  item for end-1977 onwards; before 
th a t i t  was included under oil com panies’ d irect investm ent 
assets abroad. Any debt still owed by a public corporation a t 
the tim e of privatisation  is reclassified from the  public sector 
to the private from th a t date. E stim ates of such debt under 
the Exchange Cover Scheme continue to be derived from 
official records. The liabilities of m iscellaneous financial in
stitu tions to banks abroad are included here from end-1981;
prior to th a t  they were w ithin the to tals for UK banks (Table 
9.4).

L evels o f assets and liabilities
Im p o rt c red it liab ilities include those under financial leases 
from overseas residents. Oil com panies' short-term  trade 
cred it is included w ith o ther short-term  liab ilities, below. 
O th e r (m ain ly  sho rt-te rm ) liab ilities  include: deposit and 
o ther liab ilities of build ing societies from en d -1978, for 
which inform ation is supplied by the societies; o ther liab ilit
ies of m iscellaneous financial in stitu tions; oil com panies’ 
short-term  trade credit received; commercial paper liab ilities 
and o ther short-term  securitised debt of UK com panies (form 
end-1981); and UK com panies' borrowing from the European 
Coal and Steel Com m unity.

A ssets and liab ilities o f general governm ent
(Table 9.6)
UK asse ts  
Official re se rv es
These com prise gold, convertible foreign currencies, IMF Spe
cial Drawing Rights (SDRs) and the UK 's reserve position in 
the IMF. (See notes on IMF transac tions in section 8). Cur
rencies may be held in the form of financial instum ents. 
Securities are valued a t h istoric cost bu t tran s la ted  to s te r
ling as se t out below. From Ju ly  1979 convertible currencies 
include European Currency U nits acquired when 20 per cent 
of the  gold and dollar holdings in the official reserves were 
deposited on a sw ap basis  w ith the  European M onetary 
Co-operation Fund, the  sw ap arrangem ent being renewed 
quarterly .

Gold is valued a t the ru ling  official price of 35 SDRs per 
fine ounce un til end-1977 and a t end-year m arket ra tes  from 
end-1978 onw ards. SDRs and convertible currencies 
(including ECUs) are valued thoughout a t  closing middle 
m arket ra tes  of exchange.

In te r-g o v ern m en t loans by th e  UK
Some loans have been 'forgiven'. In these cases the practice 
in recent years has been to regard paym ents of cap ita l and 
in te res t as being made on schedule (and reflected in Tables 
5.1 and 8.6). Am ounts equal to these repaym ents are then 
included in Table 7.1 as transfer debits: bilateral non-project 
grants.

O th e r official long-term  asse ts  include asse ts  of official 
bodies such as the U nited Kingdom Atomic Energy Author
ity.

E x p o rt c red it an d  bills com prises UK banks' export credit 
refinanced w ith the ECGD; other export credit taken  over 
from UK banks and exporters by the ECGD following the 
se ttlem en t of insurance claim s; and overseas bills purchased 
by the Issue D epartm ent of the  Bank of England in the 
m arket.

E x te rn a l liab ilities o f g en e ra l g o v ern m en t o th e r th a n  po rt
folio liab ilities
These item s are m easured alm ost en tire ly  from official re
cords and are described in the corresponding notes to Table 
8.6. They do not include any foreign currency borrowing from 
UK banks.

L iabilities to  o th e r  m o n eta ry  au th o ritie s
This item  is included for com pleteness to m atch the tran sac
tions in Table 8.6 although all year-end liabilities have been 
zero in the period shown.

Official sh o rt-te rm  liab ilities comprise balances held by the 
Paym aster G eneral on the  European Com m unities' account.

S terling  notes and  coin held by p riva te  (non-bank) over
seas resid en ts  are estim ated  from the capital flows.

\
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L evels c f  a sse ts  and liab ilities

TABLE 9.1 SUMMARY OF LEVELS OF UK EXTERNAL ASSETS AND LIABILITIES
(B alance sh eet o f  th e  U nited K ingdom  w ith  the overseas sector)

End o f period £ billion

EXTERNAL ASSETS OF THE UK

Direct investm ent overseas by UK residents  
Portfolio investm ent in overseas securities  

by UK residents
Lending etc to overseas residents by 

UK banks
Deposits and lending overseas by 

UK residents other than banks and 
general governm ent

Assets w ith  banks abroad 
Other assets 

O fficial reserves 
Other external assets of central 

government

H E P T

G3AT

HEUT

HEUU
HEUV
HEUW

HEUX

TOTAL ASSETS OF 
General governm ent 
Public corporations 
UK banks
UK non-bank private sector H C A J{

HCDP
HEU2
NEVA
HEVB

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

2 3 .5 24 . 4 28.  1 3 1 . 4 3 3 . 2 4 4 . 9 5 2 . 0 5 7 . 8 79.  1 74 . 4 8 8 .0 91.4

8 . 7 8 . 7 10.3 12.3 18.6 2 5 . 3 4 0 . 3 5 9 . 6 8 3 .5 : 01 . 4 145.5 117.8

8 4 . 9 8 7 . 2 104,6 126.4 147.3 219. 1 278 . 2 3 2 4 . 0 4 0 6 .0 3 6 9 . 8 438 . 3 425.4

2 . 8 3 . 5 4 . 5 5 . 2 7 . 6 12.9 15. 1 16.7 2 4 . 8 2 2 . 7 2 6 .3 26.7
3 . 9 4 . 0 4 . 4 5 . 5 5 . 8 10.6 10.6 8 . 6 11.2 9 . 6 7 7 6 . 4
2 . 5 11.0 10.4 13.2 13.3 12.0 12.9 12.8 13.2 13.2 17 4 2 7 . 0

4 4 4 . 7 4 . 9 5 . 0 4 . 7 5.  1 6 . 3 6 . 7 8 . 0 8 . 4 8 . 9 8 . 7

6 . 9 15.7 15.3 18.2 18.0 17. 1 19.2 19.6 2 1 . 3 2 1 . 6 26.4 35 . 7
0 . 5 0 - 6 0 . 7 0 . 8 0 . 7 0 . 7 0 . 9 0 . 9 1.2 0 . 8 0 . 9 0 . 7

123.2 127.3 151.2 180 .0 2 1 1 . 8 ( 2 2 3 . 7  
\  8 8 . 5

2 8 6 .6
108.8

335 . 9
130.0

429.  1 
174,3

400 . 2
176.8

477 . 8  
227, 1

4 5 9 .3
207 .7

TOTAL HCAK 1 3 0 .6  143.5  167.2  199 .0  2 3 0 .5  3 2 9 . 9  415 . 5  486 . 4  6 2 5 . 8  5 9 9 . 4  732 . 2  703 .4

UK LIABILITIES TO OVERSEAS RESIDENTS

Direct investm ent in the UK by overseas 
residents

Portfolio investm ent in the UK by overseas 
residents

Borrowing etc from  overseas residents by 
UK banks

Borrowing from overseas by UK residents  
other than banks and general governm ent 

Liabilities to banks abroad 
Other liabilities

Other external liab ilities of general 
governm ent

HEQP 13.7 15.7 17.9 2 2 . 0  26 . 4 3 0 . 0 3 2 . 3  3 7 . 2 40.  1 4 3 . 5  48 . 2 53.4

HEVC 7 .8 10.6 9 .7 10.4 12 . 1 12.7 16. 1 19 4 2 3 .5  3 1 . 9 43 . 9 52 . 2

HEVD 9 1 . 5 9 5 . 1  110.4 135 .8  156.9 2 3 2 . 3  2 9 8 .4  3 5 0 . 7  4 5 3 . 6  4 1 6 . 0  493 .4  474.2

HEVE
HEVF

5 .2
2 .7

6.2
4 .0

6.8
4 .4

9 .7
4 .9

9 .3
5 .2

13.5
6.0

16.1 
6 . 3

17.9
2.8

20.0
3 . 9

19.9
3 . 8

24 . 5  
4 7

23.4
5 . 4

HEVG 4 .9 5 .5 4 .6 4. 1 3 .3 3 .5 4 .3 4 .0 4 .5 4 .0 4 .2 5 .3

TOTAL LIABILITIES OF 
General government 
Public corporations  
UK private sector

HEVH
HEVl
HEVJ

7 .5
3 .9

114.5

9 . 7
4 . 6

122.8

8 . 4
4 . 4  

141.0

8 . 6
4 . 5

173.8

9 . 3  
4. 1 

199.8

9 . 6
3 . 9

284 .7

12.2
4 . 2

3 5 7 . 0

12.6
4 . 5

414 . 9

13.6
4 . 8

5 2 7 . 2

16.2
4 . 0

498 .9

19-7 
4, 1 

595. 1

23.7  
3.1  

587. 1

TOTAL HCAL 125.8 137. 1 153.8 186.9 213 . 2 298. 1 373 4 432. 1 5 4 5 . 6 519.  1 618 . 9 613 . 9

of which: identified liabilities  
constituting overseas authorities ’ 
exchange reserves in sterling HEVK 2 .7 2 .9 2 .6 3 .3 4 ,6 4 .7 5 .7 6 .6 7 .7 9 .3 9 .6 13.8

NET ASSETS OF; 
General government HEVL - 0 . 6 6.  1 6 . 9 9 . 5 8 . 7 7 . 5 7 . 0 6 . 9 7 . 6 5 . 4 6 . 7 12.0
Public corporations HEVM - 3 . 4 - 4 .  1 - 3 . 7 - 3 . 7 - 3 - 4 - 3 . 2 - 3 . 3 - 3 . 6 - 3 . 5 - 3 . 2 - 3 . 2 - 2 . 4
UK private sector HEVN 8 .8 4 .4 10.3 6 . 3 12.0 27 . 5 3 8 .3 5 1 . 0 76 . 2 78. 1 109.8 79.9

TOTAL NET HEVO 4 .8 6 -4 13.4 12. 1 17.3 3 1 . 8 4 2 . 0 5 4 . 3 8 0 .3 8 0 . 3 113.2 8 9 .5

Allocations of Special Drawing Rights 
to the UK by the IMF HEVP 0 .7 0 .6 0 .6 0 .8 0 .9 1.2 1 .3 1.4 1 .6 1 .5 1 .6 1.4

TABLE 9.1A OVERSEAS AUTHORITIES' IDENTIFIED EXCHANGE RESERVES IN STERLING
End o f period £ m illion

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

UK LIABILITIES TO OVERSEAS MONETARY AUTHORITIES

British government stocks 
Sterling deposits w ith  UK banks 
Sterling deposits w ith local authorities  
Treasury bills
N on-in terest-bearing  notes

HCCH
CGEA
HDNU
AIRG
HEGJ

145
720
159
448
219

330
852

29
334
315

1 091
601

44
431
454

279
871

17
512
639

2
1

279
272
22

436
591

2 479 
1 159 

42 
326 
673

3 028  
1 480 

25 
424 
709

3
2

138
331

5
395
697

3
3

173
353

5
514
676

4
3

690
497

3
433
704

5 199 
3 214 

2
714
456

6 447 
4 895

1 758 
729

TOTAL HEVK 2 691 2 860 2 621 3 318 4 600 4 679 5 666 6 566 7 721 9 327 9 585 13 829
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L evels o f assets and liabilities

53.5

406.0

545.6

7.7

.3

477 8
227.1

9.3

3

6 1.5

74,4
83.0 9 l.(:

:o u 145.5 117.0 1
369.0 438.3 425.4 .1 1j

22.7
9.6

13.2
26.3 
77 

17 4

•

26.7'! 
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27.0'
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TABLE 9.2A DIRECT INVESTMENT: SECTOR ANALYSIS
End of period £ million

1976 1977 1978 1979 19R0 1981 1982 1983 1984 1985 1986 1987

INVESTMENT OVERSEAS BY UK RESIDENTS 
(UK assets)

By UK baoks
Other Imancial institutions 
Industrial and commercial companies 

(including oil companies) and persons 
Public corporations

TOTAL UK ASSETS

GGAL
HEVO

1 048
2 605

1
2

153
752

1 325 
3 165

1
3

617
241

1 676 
3 032

1 734 
4 177

1 676 
5 279

1 277 
6 238

751 
8 680

2 331 
7 818

5 050 
8 830

5 016 
7 806

HEVR
HEVS

19 559 
262

20 165
297

23 292 
360

26 175
370

28 163 
340

38 816 
200

44 853 
231

50 134 
174

69 467 
184

64 084 
151

73 970 
158

78 544 
60

HEPT 23 474 24 367 28 142 31 403 33 211 44 927 52 039 57 823 79 082 74 384 88 008 91 426

INVESTMENT IN UK BY OVERSEAS RESIDENTS 
(UK liabilities)

In: UK banks
Other financial institutions 
Industrial and commercial companies 

(including oil companies)
Other (property)

TOTAL UK LIABILITIES

< •

h

40.1 43.5 48.2 53<|

23.5 31.9 43 9 K.!

■53.6 416.0 493,4 474.0

20.0 19.9 24 5 23.4
3.9 3,8 47 5.4

4.5 4.0 4,2 5,3

618.9 613.9 I

9.6 13.8

67 12.0
*3-2

109.8

-2.4
79,9

113,2 09-5

1.6 !*

11

i

GGAO 669 801 933 1 083 1 261 1 453 1 880 2 232 2 906 3 474 4 186 5 454
HCDM 108 137 186 227 259 310 574 897 1 624 1 595 1 770 1 910

HCCR 12 700 14 450 16 348 20 077 24 034 27 262 28 714 32 756 33 947 36 548 39 710 42 599
HCOM 219 328 416 624 867 987 1 133 1 347 1 615 1 904 2 511 3 481

HEQP 13 696 15 716 17 883 22  o n 26 421 30 012 32 301 37 232 40 092 43 521 48 177 53 444
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L evels o f a sse ts  and liab ilities

TABLE 9.3 PORTFOLIO INVESTMENT i t i» ^
End of period £ m illion

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

INVESTMENT OVERSEAS BY UK RESIDENTS 
(UK assets) ASŜ

OF THE U

i«ki

Investment in overseas government and 
company securities by UK residents

Bonds, preference shares.debentures, etc 
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

All UK residents

HEVU
HEW
HEVW

» »  9 9

< » - • < • . 9

1 956 
1 805 
3 816

5 358 
4 008  
4 847

8 829 
5 463 
5 391

19 968 
9 279 
6 888

25 596  
10 699 
7 304

31 098 
21 097 

7 906

25 898 
12 179 
6 811

1 Total 

1::HEVX < < • • < < • < 7 577 14 213 19 683 36 135 43 599 60 101 44 888

Ordinary shares 
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

H E V Y
H E V Z
HEWA

899 1 343 1 743
14 489 21 299 34 785
2 377 3 437 3 408

2 297 2 528 3 324 2 969
41 665 50 793 74 758 61 366

3 382 4 463 7 310 8 611

All UK residents HEWB 17 765 26 079 39 936 47 344 57 784 85 392 72 946

TOTAL PORTFOLIO INVESTMENT BY 
UK banks
Other UK financial institutions 
Other UK residents

HGCZ
HCAA
HEWC

902 
7 081 
4 335

1 784 2 855 6 701 10 572 22 265 28 124 34 422 28 867
11 851 16 294 25 307 40 248 50 944 61 492 95 855 73 545
4 996 6 193 8 284 8 799 10 270 11 767 15 216 15 422

All UK residents GGAT 8 700 8 700 10 300 12 318 18 631 25 342 40 292 59 619 83 479 101 383 145 493 117 834

OVERSEAS INVESTMENT IN THE UK 
(UK liabilities)

Investment in UK securities by overseas 
residents

British government stocks 
Investment by

Overseas authorities (exchange reserves) 
Other overseas residents

Total

British government foreign currency bonds 
and notes

Local authorities' securities:
Sterling
Foreign currency under the exchange 

cover scheme 
Other foreign currency

Public corporations' securities:

Other

UK companies’ securities

Other bonds etc 
Ordinary shares HEWN{

HCCH
HEQF

1 145 
1 050

1
2

330
012

1
1

091
726

1
2

279
436

2 279 
2 986

2 479 
2 807

3
4

028
162

3
4

138
748

3
5

173
531

4 690  
6 786

5 199 
8 433

6 447 
10 927

HEWD 2 195 3 342 2 817 3 715 5 265 5 286 7 190 7 886 8 704 11 476 13 632 17 374

HEWE - 393 575 512 456 541 491 547 272 562 1 689 815

HCCK 115 145 150 175 200 230 220 210 200 200 210 200

HEWF 210 192 163 94 30 4 3 — — — — -

HEWG 71 74 62
■

HEWH 1 506 1 476 1 137 1 162 888 715 793 896 841 676 675 400
HEW I 296 317 213 187 158 172 170 181 101 36 31 11

HDVL
. 118 98 80 57

HEWJ /I 340 1 100 1 350 1 758 1 934 2 229 4 684 7 128 6 853
HEWK 3 390 4 700 A 580 13 190 4 000 4 450 5 488 7 794 11 012 14 191 20 499 26 458

General government 
Public corporations 
UK companies

Total

HEWL
HEWM
HEWN

2 591 
1 802
3 390

4 146 
1 793 
4 700

3 767 
1 350
4 580

4 496 
1 349 
4 530

5 951 
1 046  
5 100

6 061 
887 

5 800

7 904 
963  

7 246

8 643 
1 077
9 728

9 176 
942 

13 359

12 238 
712 

18 973

HEVC 7 783 10 639 9 697 10 375 12 097 12 748 16 113 19 448 23 477 31 923

706
18 389 

411

Toltl

TOTAL UK ASSETS

L  liabilities TO OVERSEA

FofBign currei'cy borrowin 
hsbililies 0*

Siirltng tiorrowifig and de 
liibiiilies abroad of UK 

Overseas aulhonlies 
reserves in sterlini 

Other liabilities

Total

total UK LIAfliUTIES

ASSETS 
Foreign currency 
Sterling

total



t a b l e  9.4 ASSETS AND LIABILITIES OF UK BANKS
(excluding direct and portfolio investment, which are in Tables 9.2A and 9.3)

End of period £ million

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

external assets  of th e  UK

Foreign currency lending abroad by UK banks 
identified long-term  export credit 
Other foreign currency lending

HHBP
HEWP

5 159 494 1 105 2 193 3 443 4 279 5 392 4 100 3 556 2 328
81 076 83 001 99 228 120 857 138 379 205 910 260 773 303 257 379 793 342 615 405 794 388 481

Total HEWO 81 076 83 006 99 387 121 351 139 484 208 103 264 216 307 536 385 185 346 715 409 350 390 809

6 Sterling lending abroad by UK banks

4(

® 50®

Identified long-term  export credit 
Other identified export credit 
Other sterling lending

HEWQ
HEWR
HEWT

1 626 
905 

1 253

2 076 
892 

1 259

2 654 
834 

1 771

2 735 
745 

1 570

2 936 
822 

4 033

3 588 
685 

6 713

4 553 
440 

9 038

5 487 
299 

10 688

5 761 
240 

14 862

5 732 
179 

17 130

5

22

898
129
945

Total HEWS 3 784 4 227 5 259 5 050 7 791 10 986 14 031 16 474 20 863 23 041 28 972

5 430 
79

TOTAL UK ASSETS HEUT 84 860 87 233 104 646 126 401 147 275 219 089 278 247 324 010 406 048 369 756 438 322 425 412

784 85 39M2 &

UK LIABILITIES TO OVERSEAS RESIDENTS

22 2K 28 124 34 422 28 861
50 944 61 492 95 855 73 545

99 10 270 11767 15 216 15 422

19 83 479 101 383 145 493 117 834

Foreign currency borrowing and deposit 
liabilities abroad of UK banks HEWU 87 319 89 338 104 566 127 117 145 330 217 904 279 510 327 338 423 956 382 088 453 924 426 290

Sterling borrowing and deposit 
liabilities abroad of UK banks: 

Overseas authorities' exchange 
reserves in sterling 

Other liabilities

Total

TOTAL UK LIABILITIES

9 6 441
3 10 321

NET ASSETS 
Foreign currency 
Sterling

to tal

CGEA 720 852 601 871 1 272 1 159 1 480 2 331 3 353 3 497 3 214 4 895
HEWV 3 470 4 945 5 253 7 771 10 292 13 279 17 379 21 026 26 294 30 412 36 277 43 o n

HEPJ 4 190 5 797 5 854 8 642 n 564 14 438 18 859 23 357 29 64 7 33 909 39 491 47 906

HEVD 91 509 95 135 n o 420 135 759 156 894 232 342 298 369 350 695 453 603 415 997 493 415 474 196

HEWW -6  243 -6 332 -5 179 -5 766 -5 846 -9  801 -15 294 -1 9  802 -38 771 -3 5  373 -44 574 -35 481
HEWX -406 -1 570 ■595 -3  592 -3 773 -3  452 -4 828 -6  883 -8 784 -1 0  868 -10 519 -1 3  303

HEWY -6  649 -7 902 -5 774 -9 358 -9 619 -1 3  253 -20 122 -2 6  685 -47 555 -4 6  241 -55 093 -48 784

47
8151

10 200 200 210 200 |

j

96
51

841
101

676
35

675
31

40)1;

_  I

98 60 5jl

4 68̂ 26^
U 19' ^

46

18 3̂

f ; .
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TABLE 9.5 ASSETS AND LIABILITIES OF UK RESIDENTS OTHER THAN BANKS AND GENERAL
GOVERNMENT (excluding direct and portfolio investment, which are in Tables 9.2A and 9.3)

End of period £ million

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EXTERNAL ASSETS OF THE UK

Deposits and lending overseas 
Assets w itn  banks abroad 

UK n on-bank  private sector HEUU

Other assets of UK non-bank private sector 
and public corporations  

Long-term  capital assets of 
Com m onw ealth D evelopm ent Corporation  

Advance and progress paym ents on imports: 
Long-term  agreem ents  
Other

Export credit
O ther lending and sh o rt-te rm  assets 
Foreign notes and coin

HEW2

HCLK
HCMC
HEXA
HEXB
C6ML

2 830 3 513 4 456 5 189 7 573

238 262 281 316 349

397 279 155 208 223
121 162 52 120 142

3 085 3 291 3 695 4 415 4 538
32 25 196 396 525
24 28 34 43 44

15 095 16 736 24 760 22 652 26 287 26 715

399 435 474 553 615 660 666

201
92

4 838
5 005

51

320
92

4 650
5 021

55

253 187 235 283 285

7 853 10 374
68 80

8 695 6 655
84 101

5 293 
118

Total HEUV 3 897 4 047 4 413 5 498 5 821 10 586 10 573 8 648 11 204 9 629 7 699 6 362

TOTAL ASSETS OF 
Public corporations HEXC 251 291 355 405 394 460 636 773 1 050 676 768 668
UK non-bank private sector HEXD 6 476 7 269 8 514 10 282 12 999 23 000 25 033 24 612 34 914 31 605 33 218 32 409

TOTAL HEXE 6 727 7 560 8 869 10 687 13 393 23 460 25 669 25 385 35 964 32 281 33 986 33 077

UK LIABILITIES TO OVERSEAS RESIDENTS

Borrowing from  overseas 
Liabilities to banks abroad  

Public corporations HEXF 1 988 2 726 2 665 2 714 2 485 2 785 3 039 3 230 3 546 3 133 3 259 2 546
UK n on-bank  private sector:

identified  lo n g -te rm  im port credit HEXG 900 855 788 444 346 385 432 396 448 316 250 65
Other HEXH 2 350 2 596 3 327 6 586 6 447 10 340 12 604 14 258 16 010 16 422 20 963 20 771

Total HEVE 5 238 6  177 6 780 9 744 9 278 13 510 16 075 17 884 20 004 19 871 24 472 23 382

Other liab ilities  of UK n on -bank  private  
sector and public corporations  

Im port credit: Long-term  agreem ents HEXl 79 164 174 293 275 294 322 290 406 278 233 161
Other CG6M 1 163 1 270 1 431 1 744 1 475 1 607 1 540 4 . • « » » 4 •

Identified  advance and progress paym ents  
on exports HEXJ 1 474 1 742 1 877 2 177 2 496 2 862 2 867 81 82 71 101 135

O ther tm ain ly  s h o rt-te rm ) liab ilities HCCM — 792 910 668 913 1 218 1 564 2 451 3 450 3 489 4 404 5 145

Total HEVF 2 716 3 968 4 392 4 882 5 159 5 981 6 293 2 822 3 938 3 838 4 739 5 441

TOTAL LIABILITIES OF 
Public corporations

Under the exchange cover schem e HEXP 1 641 1 772 1 758 1 891 1 801 2 027 2 432 2 640 3 013 2 725 2 917 2 408
Other HEXK 426 1 078 1 336 1 263 1 282 961 802 815 812 553 492 273

Total HEXL 2 067 2 850 3 094 3 154 3 083 2 988 3 234 3 455 3 825 3 278 3 409 2 681

UK n on-bank  private sector:
Under the public sector exchange  

cover scheme HDYS 3 47 76 142 170 504 510 802 801
Other HEXM 5 887 7 295 8 078 11 469 11 307 16 427 18 992 17 081 19 613 19 921 25 000 25 341

Total HEXO 5 887 7 295 ■8 078 11 472 11 354 16 503 19 134 17 251 20 117 20 431 25 802 26 142

TOTAL HEXN 7 954 10 145 n  172 14 626 14 437 19 491 22 368 20 706 23 942 23 709 29 211 28 823

NET ASSETS
Public corporations:

Under the exchange cover schem e HEXP -1  641 -1  772 -1  758 -1  891 -1  801 -2  027 -2  432 -2  640 -3  013 -2  725 -2  917 - 2  408
Other HEXO - 175 -7 8 7 -981 -8 5 8 -8 8 8 -501 -1 6 6 -4 2 238 123 276 395

Total HEXR -1  816 -2  559 -2  739 - 2  749 -2  689 -2  528 -2  598 -2  682 -2  775 -2  602 -2  641 -2  013

UK non-bank private sector
Under the public sector exchange  

cover scheme HDYS -3 -47 -7 6 -142 -1 7 0 -504 -5 1 0 -802 -801
Other HEXT 589 -2 6 436 -1  187 1 692 6 573 6 041 7 531 15 301 n  684 8 218 7 068

Total HEXU 589 -2 6 436 -1  190 1 645 6 497 5 899 7 361 14 797 11 174 7 416 6 267

TOTAL HEXV -1  227 - 2  585 -2  303 - 3  939 -1  044 3 969 3 301 4 679 12 022 8 572 4 775 4 254
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Other long-tari" assets 
export credit and b'Hs

♦ Total

total assets of central
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External liabilities of genera 
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Inter-government loans
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L evels o f a sse ts  and liabilities

TABLE 9.6 ASSETS AND LIABILITIES OF GENERAL GOVERNMENT
(excluding portfolio investment liabilities, which are in Table 9.3)

End o f period £ m illion

EXTERNAL

Official reserves

OF THE UK

Other externel assets of central government 
Inter-governm ent loans by the UK 
Other official long-term  capital transactions 

Subscriptions to international lending 
bodies:

International Development Association 
Regional Development Banks 
European Investment Bank 
Other subscriptions 

Other long-term  assets 
Export credit and bills

Total

TOTAL ASSETS OF CENTRAL GOVERNMENT

’3 1 050 676 766 a
13 3 0 U  31 605 33 216 32 ^  | i

85 S  964 32 281 33 986 33 on ' 1

UK LIABILITIES TO OVERSEAS RESIDENTS

External liabilities of general government 
other than portfolio liabilities 

Liabilities to the IMF

IMF expenditure and receipts in sterling

HEYA

HEYB

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

1 160 2 129 1 142

14

481 301 191 35

1987

HEUW 2 485 10 975 10 380 13 170 13 275 11 960 12 939 12 805 13 219 13 201 17 424 27 008

HCPT 1 283 1 279 1 304 1 316 1 265 1 256 1 226 1 214 1 149 1 097 I 028 944

HEXS 631 811 970 1 196 1 198 1 383 1 568 1 753 1 858 1 992 2 126 2 259
HEXW 61 85 121 140 188 213 262 294 329 367 390 420
HEXX 63 69 86 100 104 115 121 137 159 176 224 235
HEXZ 24 23 33 40 38 37 51 82 127 147 169 205
HEXY 66 69 70 71 71 71 71 70 70 70 70 70
HCDO 2 259 2 378 2 284 2 147 1 839 2 074 2 977 3 199 4 356 4 580 4 935 4 528

HEUX A 386 A 713 4 868 5 010 A 703 5 149 6 275 6 749 8 048 8 429 8 942 8 661

HEUY 6 871 15 688 15 248 18 180 17 978 17 109 19 214 19 554 21 267 21 630 26 366 35 669

wsJ

t

»  3 546 3 1^ 3 255 2 5L' ; i
<> •

446 
16 010

316 250 S r
16 422 20 963 20 771- ■ }:

20 004 19 871 24 472 23 38

90 4C6 2̂ 8 233 '8'

22

71 181  ̂
3 <89

3 838 ‘ >38

iJ ;

55

3 013 
812

3 825

27S 2917 
492

3 278

70 504 19
510
921 25

25 341

6' 261'̂

06

82

•3 0l3
230

.2 775

, .2 4̂
■2 9'

27o 

-2 64'

Liabilities to other monetary authorities
Foreign currency borrowing by the UK hfCCO 
Sterling borrowing by the UK HEYC

Inter-governm ent loans to the UK

Foreign currency borrowing from banks etc 
overseas by.

HCPY 2 390 2 018 1 804 1 547 1 375 1 649 1 846 1 957 2 323 1 758 1 631

Sterling borrowing from and deposit 
liabilities to banks etc, overseas by 
local authorities (1)

Treasury bills (1)
Non-interest bearing notes issued by 

HM Government (1)

Official short-term  liabilities
Sterling notes and coin held by private 

(non-bank) overseas residents

NET

TOTAL LIABILITIES OF 
Central government 
Local authorities and Northern 

Ireland central government

TOTAL GENERAL GOVERNMENT

ASSETS OF GENERAL GOVERNMENT 
Central government 
Local authorities and Northern 

Ireland central government

TOTAL GENERAL GOVERNMENT

Allocation of Special Drawing Rights 
to UK by IMF

1 226

HM Government HEYD 271 384 338 304 196 - - - - - — —

Northern Ireland central government 
Local authorities.

HEYE 14 12 19 23 24 27 23 24 20

Under the exchange cover scheme HEYF 56 72 73 86 111 169 262 360 481 530 708 751
Other HEPL 3 8 18 29 37 43 40 38 35 29 26 19

HCOA 159 29 44 17 22 42 25 5 5 3 2

HEYG 462 354 436 579 453 345 477 509 654 641 848 1 952

HEGJ 219 315 454 639 591 673 709 697 676 704 456 729

HEYH 17 60 124 252 36 218 655 153 3 3 154 277

HEYl 132 136 171 190 171 186 204 229 270 278 330 321

HEYJ 4 651 5 396 4 483 3 992 3 123 3 262 3 926 3 545 3 926 3 384 3 419 4 505

HEYK 218 109 135 146 182 273 350 427 548 585 760 790

HEVG 4 869 5 505 4 618 4 138 3 305 3 535 4 276 3 972 4 474 3 969 4 179 5 295

HEYL 2 220 10 292 10 765 14 188 14 855 13 847 15 288 16 009 17 341 18 246 22 947 31 164

HEYK -218 -109 -135 - 1 4 6 -182 -273 -350 -427 -548 -585 -760 -7 9 0

HEYM 2 002 10 183 10 630 14 042 14 673 13 574 14 938 15 582 15 793 17 661 22 187 30 374

HEVP 687 641 644 777 864 1 167 1 307 1 381 1 621 1 455 1 587 1 450

1. Includes liabilities constituting overseas monetary authorities' exchange reserves in sterling see Table 9.1 A for details
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10 UK T ransactions w ith  the E uropean Com m unity
There are m ^ or conceptual problem s, as w ell as practical d ifficulties, in producing regional 
balance o f paym ents statem ents. This presentation can, therefore, provide no more than a general 
indication of th is regional d im ension  o f the UK balance o f paym ents.

Sum m ary
This section  p rov ides e s tim a te s  of th e  o v era ll b a lan ce  of 
p ay m en ts  account of th e  U n ited  K ingdom  w ith  th e  o th e r 
m em ber co u n trie s  an d  in s ti tu tio n s  of th e  E u ro p ean  C om m u
n ity .

C oncep tua lly , a reg ional b a lan ce  of p a y m e n ts  account 
should  a llo ca te  tra n sa c tio n s  in  a w ay w hich  reflec ts  flows of 
econom ic resources c o n s is te n t w ith  th e  g lobal b a lan ce  of 
p ay m en ts  account. In  p ractice  i t  is  often  ex trem e ly  difTicult 
to follow th e  d esired  c r ite r ia  w ith  th e  in fo rm atio n  av a ilab le . 
A dd itionally  th e re  a re  o th e r p rac tica l d ifficu ltie s  w hich stem  
from th e  e x te n s iv e  use o f global e s tim a te s  su p p lied  vo lun
ta r ily  by th e  tra n sa c to rs  who m ay  be u n ab le  to provide any  
subd iv ision  of th e ir  tra n sa c tio n s  by co u n try  or m ay be able 
to provide a llo ca tio n s  by coun try  only  by c r ite r ia  w hich are 
not re le v a n t, e.g. th e  source or d e s tin a tio n  of th e  flows of 
finance.

In T able 10.1 th e  figures a g a in s t  m ost, if  n o t a ll, h ead in g s 
unavo idab ly  co n ta in  m is-a llo ca tio n s to a g re a te r  or le sse r 
e x te n t. I t  is only  possib le  to a llo ca te  m an y  ca teg o ries  of 
tra n sa c tio n s  by reference  to o th e r se rie s  a sso c ia ted  in eco
nomic te rm s  and  th e re fo re  th o u g h t likely  to re flec t a  s im ila r 
reg ional p a tte rn .

D etail
UK b a lan ce  of p a y m e n ts  accoun ts a re  p u t to g e th e r on the  
basic  p rem ise  th a t  th e  U n ited  K ingdom  is a m u ltila te ra l 
tra d in g  coun try  an d  th a t  th e  to ta l of econom ic tra n sa c tio n s  
betw een  UK re s id e n ts  an d  n o n -re s id en ts  as a w hole is p a ra 
m ount.

T hese b ila te ra l figures and th e  co rresp o n d in g  accoun t of 
the  re s t  of th e  w orld have  been assem b led  in p a r t  to a s s is t  
the  S ta tis tic a l Office of the  E u ro p ean  C om m unity  in  th e ir  
p roduction  of a b a lan ce  o f p a y m e n ts  accoun t for th e  C om m u
n ity  as a  w hole w ith  th e  re s t o f th e  w orld. More g en era lly  
th e re  is in te re s t  in  e s tim a te s  o f v a rio u s  of th e  com ponen ts of 
th e  UK b a lan ce  o f p a y m e n ts  w hich involve th e  E uropean  
C om m unity .

I t  is im p o rta n t to s tre s s  t h a t  a reg ional accoun t w hich 
a llo ca te s  tra n sa c tio n s  in a w ay w hich re flec ts  flow s of eco
nom ic resources is likely  to be very  d iffe ren t from a financia l 
s ta te m e n t w hich records a ll th e  fin an c ia l flows betw een 
co u n tries  or reg ions since  th e  source an d  d e s tin a tio n  of fi
n an c ia l flows w ill o ften  no t re flec t th e  u n d e rly in g  econom ic 
re la tio n sh ip s ; th is  is p a r tic u la r ly  tru e  of such s ta te m e n ts  
invo lv ing  co u n trie s  such  as th e  U n ited  K ingdom  w hich are 
cen tre s  for in te rn a tio n a l fin an c ia l se ttle m e n ts .

In order to re flec t th e  flows of resources ap p ro p ria te ly , a 
reg ional b a lan ce  of p ay m en ts  accoun t shou ld  a llo ca te  t r a n s 
ac tio n s a s  follows:

Visible trade to  th e  coun try  o f residence  of th e  new  or 
form er ow ner;
Services to  th e  region th e  re s id e n ts  of w hich rendered  or 
received th e  serv ice;
Earnings on external assets and  liabilities (IPD) to th e  region 
from or by w hose re s id en ts  th e  incom e w as earned ; 
Financial claims and liabilities to th e  region w here the  
foreign deb to r or cred ito r is re s id e n t (w hich is p referab le , 
for ex am p le , to  a lloca tion  by cu rrency  denom ination ).
O ne a re a  of d ifficu lty  is w here UK re s id e n ts  ac t a s  in te r 

m ed iaries for a w hole range of fin an c ia l and  allied  ac tiv itie s  
w here th e  p rin c ip a ls  involved are  n o n -resid en t, b u t w here 
the  full p ay m en ts  m ay be m ade via UK in te rm ed ia rie s . As 
an  ex am p le , a UK broker m ay e a rn  com m ission on a rran g in g  
the  c h a r te r  of a N orw egian sh ip  for th e  ca rriag e  of goods 
betw een an A m erican p a re n t com pany and  its  F rench  sub
s id ia ry . P ay m en t for th e  c h a r te r  plus th e  b ro k er's  commis-
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sion m ay be m ade to th e  b roker in London th rough  a B ritish  
su b s id ia ry , w ith  consequen tia l se ttle m e n ts  over in te r 
com pany accoun ts and betw een  th e  b roker and th e  sh ipp ing  
com pany.

The follow ing no tes su m m arise  the  m ain  c r ite r ia  of coun
try  a ttr ib u tio n  adopted  for th e  various categories of tra n sa c 
tio n s . In g en era l th e  figures a re  not likely  to be co n sis ten t 
w ith  those  recorded by cou n tries  w hich a llocate  regional 
b a lan ce  o f p a y m e n ts  e s tim a te s  on a cash  se ttle m e n ts  basis.

Summary A ccount (Table 10.1) 
V isible trade
E stim a te s  of th e  value of UK expo rts  an d  im ports of goods 
a re  those  show n in Table 2.2. In genera l, im ports are those 
consigned  from th e  o th e r m em ber coun tries of th e  C om m unity 
and  e x p o rts  a re  th o se  w hose last known destination  is w ith in  
th e  C om m unity . A m ore d e ta iled  account of the  m ethod of 
a llocation  of v is ib le  trad e  by a rea  is g iven  on page 15.

Invisib les
General government services and transfers
For th e  m ajor com ponen ts d e ta iled  geograph ical in form ation  
on th e  location  o f those  receiv ing  or m aking  p ay m en ts  is 
av a ilab le  from re tu rn s  provided by governm ent d ep a rtm en ts .

Sea transport
For 1978, 1982 an d  1986 th e  e s tim a te s  re la tin g  to sh ip s 
ow ned by or on c h a r te r  to UK o pera to rs  are tak en  from the  
full en q u irie s  ca rried  ou t in those y ea rs  by th e  G eneral 
Council of B ritish  S h ipp ing , F re ig h t serv ices r'n ex p o rts  and 
cross trad e s  a re  a llocated  u sin g  the  p o rts  of d ischarge of the  
goods. E s tim a te s  for o th er y e a rs  are ob ta ined  by in te rp o la 
tion an d  e x tra p o la tio n  ta k in g  account of m ovem ents in the  
global e s tim a te s .

For fre ig h t serv ices on UK dry cargo im ports, flag is used 
a s  a proxy for n a tio n a lity  of operato r. For w et cargo the  
n a tio n a lity  of th e  p a re n t com pany is used. The re su ltin g  EC 
p roportions a re  used to ca lcu la te  th e  EC sh a re  of overseas 
o p e ra to rs ' d isb u rsem en ts  in  th e  U nited  Kingdom.

P assen g er rev en u e  c red it and deb it e s tim a te s  a re  m ade 
p a r tly  from th e  In te rn a tio n a l P assen g er Survey, w hich gives 
th e  requ ired  co u n try  a n a ly s is  of fares paid . O ther p a r ts  of 
th e  e s tim a te s  re ly  on a ssu m p tio n s  abou t the  the  m ark e t for 
c ru ises .

Civil aviation
T ran sac tio n s  w ith  overseas a irlin e s  a re  allocated  by n a 
tio n a lity  o f a ir lin e . R eceipts by UK a ir lin e s  from overseas 
p assen g ers  a re  a llocated  to th e  coun tries in w hich th e  tickets 
a re  p u rch ased . F re ig h t serv ices on UK im ports earned  by 
overseas a ir lin e s  a re  allocated  to the  coun tries of consign
m en t o f th e  im ports.

Travel
The allocation  of ex p en d itu re  of overseas v isito rs to the  UK 
is by coun try  of residence. UK residents* ex p en d itu res  
abroad are  a lloca ted  to th e  country  in which m ost tim e was 
sp en t, or, if  th is  can n o t be determ ined , th e  fu r th e s t country  
v isited . As a re su lt, ex p en d itu re  in coun tries w ith ap p re 
ciable num bers of t r a n s i t  to u ris ts  may be u n d ersta ted .

Financial and other services
R egular in fo rm ation  on rece ip ts  from and  p ay m en ts  to EC 
coun tries is ob ta ined  for in su ran ce  brokers, m anagem en t and 
econom ic co n su ltan ts , film s and te lev ision , land  tran sp o rt, 
ad v ertis in g , ro y a ltie s , serv ices provided to and by re la ted  
concerns and  overseas s tu d en ts . Less reg u la r inform ation  is
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availab le  for banks (last in 1983), commodity traders (1985), 
telecom m unications and postal services (1984) and overseas 
em bassies (1984) - estim ates for o ther years take account of 
m ovem ents in th e  global to ta ls  and certa in  o ther inform a
tion. Reasonable estim ates of the EC sh ares  of the  global 
to ta ls  for consulting  and process engineers, com m issions on 
UK im ports and loss and dam age to UK im ports are m ade 
using  known contract values and im port values, as appro
priate .

C ertain  geographical inform ation is availab le  for in su r
ance underw riters; the EC elem ent still requires some es
tim ation , however. For m ost com ponents of the  o ther of the  
o ther services (represen ting  roughly a fifth of global credits 
and a q u arte r of debits in 1987) speculative estim ates  are 
made based on the  p a tte rn  for services reporting  geograph
ical inform ation.

Earnings on assets and liabilities o f the UK 
(Interest, profits and dividends - IPD)
D irect in v e s tm e n t ea rn in g s
Figures are based on the annual overseas investm en t inqu ir
ies. Reinvested profits are included. G eographical inform a
tion is based on the  country of reg istra tion  of the  im m ediate 
overseas p aren t company and the  location of the overseas 
affiliate . The accuracy of the estim ates , particu larly  for in 
dividual countries, is affected by th e  allow ances which have 
to be made because of the incom plete response to these 
inquiries. Prior to 1984, the regional allocation of oil com
pan ies ' credits was roughly assessed  in relation  to the scale 
of ac tiv ities as given by the  net a sse ts  held in d ifferent 
countries.

P ortfo lio  in v es tm en t e a rn in g s
E stim ates of earn ings on portfolio investm en t overseas by UK 
residen ts have been derived from inform ation on UK banks' 
investm ents, obtained from banking  s ta tis tic s , supplem ented 
by incom plete inform ation for certa in  financial in s titu tio n s  
and estim ates for Lloyd's.

E arnings of overseas residen ts on portfolio investm en t in 
the United Kingdom  have been estim ated  in th ree  broad 
groups on the  basis of very little  re levan t inform ation. In te r
e s t paym ents on B ritish  governm ent stocks are estim ated  
from data  on the  levels ou tstand ing  (obtained from official 
records and from UK banks' re tu rns to the Bank of England) 
using appropria te  ra tes  of in terest. In te re s t on p rivate  sector 
foreign currency issues has been allocated pro rata to the  
country d a ta  for UK banks' ex te rn a l foreign currency 
liab ilities. In te re s t on issues abroad by public corporations 
has been allocated m ainly to country of creditor using in 
form ation, w here readily available, from official records; or, 
a lte rn a tiv e ly , to the country whose currency is received or 
repaid. In te rest on other UK company securities has been 
allocated pro rata to each country’s direct investm en t e a rn 
ings in the U nited Kingdom. It is difficult to check w hether 
m ethods give an apparen tly  reasonable resu lt because some 
investm ents are held through nom inees, thus concealing the 
country of residence of the  owner.

UK banks in te re s t from  lend ing  an d  b o rro w in g  in foreign  
cu rren c ie s
This item reflects world-wide operations by the  banks and 
there  is no single best method of allocating the  earn ings to 
particu lar geographical areas. The banks need to take in 
foreign currency deposits from overseas in order to on-Iend 
the  funds overseas. Because of th is  they  re ta in  only a frac
tion of the paym ents made by the borrowers (i.e. the m argin 
between lending and borrowing rates). Any allocation of ne t 
earn ings is difficult to derive w ithout m aking a num ber of 
assum ptions; for exam ple, th a t  the  m argin on all tran sac 
tions in aggregate is the sam e as th a t  earned on lending to 
any individual country. U ntil the 1985 edition of the Pink 
Book the estim ates of transactions w ith the  EC were cal
culated using th is  approach, bu t because of distortions intro-

European Community
duced by the sw itch by UK banks from trad itio n a l forms of 
lending  to investm en t in portfolio a sse ts , th is  m ethod be
came increasingly  unsatisfac to ry . The m ethod used for es
tim atin g  tran sac tio n s  w ith the  EC w as therefore changed to 
reflect sim ply the  difference betw een the  estim ated  gross 
flows of in te re s t betw een UK banks and  EC residen ts. The 
tab le  below se ts  out the figures produced by the  two m ethods 
(estim ates have been rounded to the  n e a re s t £25m).

£ million

C urren t 
method( 1)

(used for Table 10.1)

Previous
m ethod(2)

1977 + 125 - 50
1978 + 400 + 25
1979 + 500 -100
1980 + 1125 + 50
1981 + 2500 + 200
1982 + 3625 + 200
1983 + 3925 + 225
1984 + 3500 + 175
1985 + 2025 -250
1986 + 1050 -150
1987 -500 -425

(1) The gross in te re s t flows involved are estim ated  by a l
locating the  global in te re s t receip ts and paym ents to the  EC 
in proportion to the  corresponding a sse ts  and liab ilitie s  of
UK banks.
(2) The overall m argin is estim ated  by deriv ing  average 
in te re s t ra te s  on all tran sac tio n s , since country  de ta il ex is ts  
only for the stock of o u ts tan d in g  borrow ing and  lending. This 
overall m argin of UK banks on all lend ing  operations is 
allocated in proportion to th e  U nited K ingdom 's gross claim s 
on each country. In itia lly  th is  presupposes th a t  all ex te rn a l 
borrow ing is on-len t abroad and th a t  the  whole of th e  m argin 
is earned  from the  countries to which loans are m ade. A 
fu rther allow ance is m ade for funds actually  used in the 
U nited  Kingdom and not on-len t abroad. The estim ated  in 
te re s t on such funds is allocated in proportion to th e  U nited 
K ingdom 's gross liab ilities  to each country , reducing the 
U nited  K ingdom 's b ila te ra l earn ings accordingly. (Revisions 
to the  figures published in previous P ink Book's reflect the 
use of a d ifferen t d a ta  source for b an k s ' long-term  foreign 
currency export cred it earn ings which are included w ith 
o ther eurocurrency earn ings in th is  table).

UK b a n k s ' in te re s t on s te r lin g  c la im s an d  liab ilitie s  
E stim ated  from d a ta  on the levels o u ts tan d in g  (obtained 
from UK banks' re tu rn s to the  Bank of E ngland) using 
appropria te  ra tes  of in te rest.

In te re s t  on dep o sits  w ith  an d  b o rro w in g  from  b a n k s  etc. 
o v e rseas
In te re s t earned  on UK non-bank deposits w ith banks, etc. in 
the EC is estim ated  prim arily  from the  Bank for In te rn a 
tional S e ttlem en ts’ (BIS) d a ta  on the  levels of those assets. 
In te re s t paym ents on public sector borrow ing are estim ated  
from records of such borrowing availab le  from official sour
ces. In te re s t due abroad on non-bank private  sector borrow
ing is estim ated  from d a ta  on cap ita l flows, availab le  from 
exchange control sources up to October 1979, and from levels 
of UK liab ilities availab le  from the BIS thereafter.

In te re s t on tra d e  c red it
In te rest on suppliers* export credit, in both ste rling  and 
foreign currencies, has been allocated according to inform a
tion availab le  to the  ECGD on the geographical allocation of 
credit ou tstand ing . In te rest on im port cred it has been al
located on the basis of inform ation from a irlines and on 
visible trade in sh ips, etc, to which th is  series is related.
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In te re s t  on  o ffic ia l re se rv e s , in te r -g o v e rn m e n t lo an s  a n d
p u b lic  s e c to r  fo re ig n  c u r re n c y  b o rro w in g
E stim a ted  from in form ation  a v a ila b le  from official records.

E a rn in g s  o n  B an k  o f  E n g la n d  Is su e  D e p a r tm e n t h o ld in g s  
o f  o v e rse a s  b ills.
T hese are  a llocated  pro rata to UK banks* e s tim a te d  d isco u n t 
e a rn in g s  from in d iv id u a l cou n tries  on bills.

porated in the global capital account is not available.
The regional allocation of trade credit (other than be

tween related companies) and m iscellaneous short-term  
capital is, for the most part, based on inadequate informa
tion. EC figures for unrelated export credit were identified 
from the annual inquiry now discontinupd; and for unrelated
import credit limited information is available on ships and 
aircraft.

Private transfers
U n til O ctober 1979 th e  reg ional a lloca tion  of d eb its  is based  
on exchange control d a ta . T h e rea fte r d a ta  on em ig ran ts  
funds and  som e p en sio n s (abou t tw o -th ird s  of to ta l tra n s fe rs  
d eb its  in 1987) a re  derived  from m ore recen t geograph ica l 
d a ta , th e  rem ain d e r s ti l l  be ing  based  on e a r lie r  exchange  
contro l records. C red its  a re  based  on d a ta  m ade av a ilab le  by 
p a r tn e r  coun tries .

O fficial re se rv e s
The figures represent changes, converted at market-related 
rates of exchange, in currencies of EC denominations.

Capital account transactions
The coverage o f th e  item s listed  is, as 
sam e as th a t  used in sum m ary  T able 
account, section  8.

far as possib le , th e  
1.4 and  th e  c a p ita l

O th e r  e x te rn a l  a s s e ts  a n d  lia b ilitie s  o f g e n e ra l  g o v e rn m e n t
D etailed  in fo rm ation  on governm en t long-term  cap ita l is 
av a ilab le  from re tu rn s  provided by governm en t d ep a rtm en ts . 
Foreign currency  borrow ing by HM G overnm ent rep re sen ts  
the  d irec t co n trib u tio n  by th e  EC-based b an k s p a rtic ip a tin g  
in loans.

UK in v e s tm e n t o v e rse a s
O v e rse a s  in v e s tm e n t in  th e  U n ited  K in g d o m
T hese item s com prise d irec t and  portfolio in v es tm en t.

G eneral governm ent transactions w ith the in
stitu tions o f the European Com m unity (Table 
10.2)

D ire c t in v e s tm e n t
T hese figures a re  based  on th e  n a tio n a lity  of th e  o v erseas  
p a re n t com pany or location  of o v erseas  a ffilia te s . F igures for 
1977-86 are  ta k e n  from th e  full a n n u a l in q u irie s . Those for 
1987 are  based  on th e  q u a rte r ly  in q u irie s  from w hich no 
a re a  or coun try  d e ta il is a v a ila b le  and  a ssu m e  a s im ila r  
p a tte rn  to 1986.

P o rtfo lio  in v e s tm e n t o v e rse a s
T his is a lloca ted  accord ing  to n a tio n a lity  of th e  in s titu tio n  
is su in g  th e  secu rity . No in fo rm atio n  is a v a ila b le  a fte r m id- 
1980.

P o rtfo lio  in v e s tm e n t in  th e  UK
D ifficu lties a rise  w here th e  n a tio n a lity  of th e  in v esto r is 
concealed  w hen th e  in v e s tm e n ts  a re  m ade th ro u g h  nom i
nees. Foreign cu rrency  issu es  by public co rp o ra tio n s and  
local a u th o ritie s  a re  g en e ra lly  a llo ca ted  on a cred ito r b a s is  
b u t, w here  th is  is n o t read ily  id en tifiab le , a re  a llocated  
accord ing  to th e  co u n try  w hose foreign cu rrency  is received 
or repaid . In v e s tm e n t by EC re s id e n ts  in HM G o v ern m en t’s 
$2.5 b illion  an d  $4.0 b illion  flo a tin g  ra te  no te issu es  is no t 
repo rted ; n o th in g  is included  in th is  tab le . N o th ing  is in 
cluded for EC re s id e n ts ’ in v e s tm e n t in  UK com pany secu ri
tie s  a f te r  m id -1980, w hen  in fo rm ation  ceased to be collected.

F o re ig n  c u r re n c y  le n d in g  o r  b o rro w in g  a b ro a d  by UK 
b a n k s
The U n ited  K ingdom  position  vis-a-vis th e  EC will reflect th e  
in te rm e d ia ry  role of b an k s  in L ondon 's in te rn a tio n a l f in a n 
cia l m ark e ts  (see page 63).

EC B u d g e t
The figures show n for n e t p ay m en ts  to th e  E uropean  Com
m unity  B udget have th e  sam e coverage a s  the  figures for 
'Net paym ents to European Com m unity budget' included in the  
G o v ern m en t's  Public E x p en d itu re  w hite  pap er (see T able 3.1 
of The Government's Expenditure Plans 1988-89 to 1990-91 
(Cm 288-ID)

H ow ever, th e  figures show n for n e t c u rre n t account t r a n s 
ac tions w ith  all in s ti tu tio n s  of th e  E u ropean  C om m unity  do 
not have th e  sam e coverage as the figures for 'Total net 
paym ents to European C om m unity institu tions' in th e  sam e 
tab le . The m ain  d ifference is th a t  th e  w h ite  p ap er series 
excludes th e  U nited  K ingdom ’s con tribu tion  to th e  Com m u
n ity  B udget e x p en d itu re  on overseas aid  (w hich is a ttr ib u te d  
to th e  aid  program m e). O th er m inor differences re la te  to 
tra n sa c tio n s  included in th e  w hite  pap er figures w hich are 
allocated  to the  cap ita l accoun t of th e  ba lance  of p ay m en ts  
accounts.

C o n trib u tio n s to  the  E uropean  D evelopm ent F und are 
excluded from th is  tab le  b u t included w ith  m u ltila te ra l eco
nomic a ss is ta n c e  in section  7 o f th is  pub lica tion .

Service c red its  com prise th e  services of the  UK govern
m en t in  co llecting  th e  UK co n trib u tio n s to the  C om m unity 
B udget, and for p rov id ing  serv ices a t  th e  s ite  of the  Com m u
n ity 's  J o in t  E uropean  Torus project in O xfordshire.

The E uropean  A gricu ltu ra l G uidance and  G u aran tee  fund 
helps s ta b ilise  p rices and  d iversify  ag ricu ltu ra l production in 
C om m unity  cou n tries  in order to reduce su rp lu s stocks of 
various products. The Social F und prom otes em ploym ent and 
tra in in g  schem es, m ain ly  for d isad v an tag ed  persons or d is
advan taged  a reas . The R egional D evelopm ent Fund w as set 
up to correct m ajor reg ional econom ic im balances w ith in  the  
C om m unity  by co n trib u tin g  to th e  finance o f regional in v es t
m ent.

E x te rn a l  s te r l in g  le n d in g  a n d  b o rro w in g  bu  UK b a n k s  
T hese figures a re  reported  by UK b an k s , etc. reg ionally  on a 
c red ito r or deb to r b as is  respective ly .

L e n d in g  o r  b o rro w in g  o v e rse a s  b y  UK re s id e n ts  o th e r  
th a n  b a n k s  a n d  g e n e ra l  g o v e rn m e n t
E s tim a te s  of bank  d ep o sits  abroad  a re  based  upon p a r tn e r  
coun try  in fo rm ation  provided by th e  BIS.

U n til th e  fourth  q u a r te r  of 1979 geograph ical d a ta  on 
borrow ing by UK com panies from b an k s e tc . overseas a re  
e s tim a te d  from exchange  control in fo rm ation . Since th en , 
e s tim a te s  have been based  m ain ly  on p a r tn e r  countries* 
figures of b an k in g  d a ta  supp lied  by th e  BIS.

R eliab le geograph ical in fo rm ation  on o th er item s incor-

O th e r EC tra n s a c tio n s  ( tra n s fe rs )
C redit and  deb its  tra n s fe rs  include ce rta in  tra n sa c tio n s  w ith 
the E uropean  Coal and S teel C om m unity . C red its a re  m ain ly  
redundancy  p ay m en ts  re la ted  to w ith  th e  coal and  steel 
in d u strie s . D ebit tran sfe rs  also includes th e  UK con tribu tion  
tow ards th e  JE T  program .

R eferences
F u rth e r in form ation  on UK p ay m en ts  to and  receip ts from 
the budget of th e  E uropean  C om m unity  is given in The 
Government's Expenditure Plans 1988-89 to 1990-91 (Public 
Expenditure White Paper) Cm 288-11 C h ap te r 3.1 (Jan u ary  
1988).
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TABLE 10.1 UNITED KINGDOM TRANSACTIONS WITH COUNTRIES' AND INSTITUTIONS OF
THE EUROPEAN COMMUNITY: SUMMARY ACCOUNT

CURRENT ACCOUNT

CREDITS
£xports(f.o.b.)

invisibles
Services

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services 

Interest, profits and dividends 
General government 
Private sector and public corporations 

Transfers
General government 
Private sector

Total invisibles

Total credits

DEBITS
Im ports(t.ob-)

invisibles
Services

£ m illion

1977 1978 1979 1980 1981 1982 1983 198J 1985 1986

HBYU

Total invisibles

Total debits

HDXX

HDON
HE60
HCJU
HBUZ

HBVE
HCKD

HDIS
HBZO

HCLE

CGOU

CGMC

General government
Private sector and public corporations

CGNS 618 621 762 858 86V 949 1 011 1 037 1 019 1 211

Sea transport HCOH 1 206 1 136 1 341 1 357 1 494 1 519 1 590 1 739 1 783 1 805
Civil aviation HCJO 250 305 396 482 530 597 628 708 732 787
Travel HCNS 737 981 1 292 1 600 1 869 2 193 2 523 2 864 3 006 3 862
Financial and other services HDJE 598 579 620 674 731 1 008 1 088 1 317 t 400 1 398

Interest, profits and dividends
General government HDJJ 185 255 305 290 325 390 400 480 540 700
Private sector and public corporations HBZM 1 /20 2 230 3 500 5 250 7 715 8 700 7 350 9 745 10 875 9 700

Transfers
General government HCOC 784 1 405 1 667 1 832 2 263 2 954 3 089 3 326 3 908 2 937
Private sector HBVZ 73 100 115 57 53 72 77 85 81 140

HBZZ

HCMA

1987

12 414 14 059 18 084 21 467 21 938 24 267 27 957 32 962 37 902 34 751 39 021

93 111 139 148 182 195 209 205 172 175 149

1 118 1 019 1 233 1 202 1 158 978 908 976 981 1 132 1 252
297 352 445 553 596 615 651 663 730 627 872
779 815 945 972 865 893 1 083 1 194 1 383 1 599 1 910
818 956 1 156 1 376 1 577 1 767 2 105 2 415 2 561 2 822 3 208

20 30 45 45 50 90 145 140 115 120 100
2 175 3 065 4 835 6 290 10 400 12 425 11 615 13 790 14 385 13 080 11 490

298 439 550 958 1 675 2 154 2 235 2 392 1 870 2 138 2 271
101 163 175 234 232 286 317 307 347 427 467

5 699 6 950 9 523 11 778 16 735 19 403 19 268 22 082 22 544 22 120 21 719

18 113 21 009 27 607 33 245 38 673 43 670 47 225 55 044 60 446 56 871 60 740

14 223 16 545 20 793 20 710 21 853 25 442 30 417 36 060 39 958 43 162 48 031

1 330

2 025 
954

4 460  
1 544

865 
10 330

4 200 
166

6 171 7 612 9 998 12 400 15 847 18 382 17 756 21 301 23 344 22 540 25 874

20 394 24 157 30 791 33 110 37 700 43 824 48 173 57 361 63 302 65 702 73 905

,

e cu"* ^  , jieci

BALANCES 
Visible trade 
Invisibles 

Services
Interest, profits and dividends 
Transfers

Total
of which private sector and public corporations 

services and IPD

All current account transactions

CAPITAL TRANSACTIONS{2)

UK investment overseasO)
Overseas investment in the United Kingdom 
Net foreign currency transactions of UK banks 
Net sterling transactions of UK banks 
Deposits and lending overseas by UK residents 

other than banks and general government 
Borrowing from overseas by UK residents other 

than banks and general government 
Official reserves(additions to *

drawings on *)
Other external assets of central government 
Other external liabilities of general government

All identified capital transactions

HCKU -1 809 -2  486 -2  709 757 85 -1 175 -2  460 -3  098 -2  056 -8 411

HCDS -304 -369 -493 -7 2 0 -1  113 -1 818 -1 884 -2  212 -2  113 -2 708
HCDT 290 610 1 075 795 2 410 3 425 4 010 3 705 3 085 2 800
HCDU -458 -903 -1  057 -697 -409 -586 -614 -712 -1  772 •512

-9  010

-2  922 
395 

-1 628

Figures for all years include transactions w ith Greece, Portugal and Spain.
Assets: mcrease-Zdecrease**. Liabilities increase'^'/decrease^.
From 1981 the figures exclude UK portfolio investment in the EC for which no estimates are available

HBVU -472 -662 -475 -622 888 1 021 1 512 781 -800 -420 -4  155

HDJZ 676 976 1 465 1 030 2 257 2 661 3 183 2 665 2 244 1 708 -581

FBZG -2  281 -3  148 -3  184 135 973 -154 -948 -2  317 -2  856 -8  831 -1 3  165

HCBl -486 -1 298 -1  398 -990 -136 -251 -121 247 -2  563 -2  420 -3  231
HCBJ 792 128 775 1 013 663 647 1 099 -1  915 1 682 3 583 5 170
HCBK -3  441 -2  204 -1  364 -3  416 -9  280 -9  630 1 311 8 992 12 587 15 082 9 056
HCBL 165 -268 971 -686 - n o 303 534 -383 1 045 1 052 -1  068

HCBM -61 -537 -554 -938 5 -554 120 -232 -1 033 -1 570 -1 062

HCBN 764 611 1 155 52 -11 -66 -347 551 1 649 2 957 1 670

HCOZ -313 -447 -446 -155 333 140 398 185 -302 -113 -3  642
HCBO -6 -17 -15 -4 -11 -6 -16 -22 -17 -48 -10
HCBP 126 106 106 -255 70 491 -508 60 -9 445 175

HCJG -2  460 -3  926 -7 7 0 -5  379 -8  477 -8  926 2 470 7 483 13 039 18 968 7 058

ne"*" I  IS <  

0
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TABLE 10.2 GENERAL GOVERNMENT TRANSACTIONS WITH THE INSTITUTIONS OF THE
EUROPEAN COMMUNITY: SERVICES AND TRANSFERS 1

£ m illio n

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

EUROPEAN CO M M UNITY BUDGET

UK CREDITS 
Services 
Transfers

Agricultural Guidance and Guarantee Fund 
Social Fund
Regional Developm ent Fund 
Negotiated refunds (2)
Other

CGPJ 78 94 115 112 122 150 148 186 157 157 127

TOTAL

UK DEBITS 
Transfers

Agriculture and sugar levies 
Customs protective duties  
G.N.P financial contribution  
Budget adjustm ents (3)
V A T  - Gross before abatem ent and 
adjustm ents  

A batem ent (2)
A djustm ents <3)

Inter Governm ental agreem ents

TOTAL

BALANCE

OTHER TRANSACTIONS (transfers)

UK CREDITS 
UK DEBITS

ALL SERVICES AND TRANSFERS

UK CREDITS
Seivices
Transfers

UK DEBITS 
Transfers

BALANCES
Services
Transfers

Total services and transfers

1

HCOW
HD12
HB2A
CGPI
HCBR

181
48
60

1

329
63
35

5

371
87
71

14

550
95

173
98
34

683
107
145
693

27

791 
152 
111 

1 019 
36

1 082 
128 
139 
807 

24

1 353 
283 
184 
528 

11

1 203 
256 
274 

61 
16

1 385 
335 
298

41

1 344 
422 
404

32

HCBS 368 526 658 1 062 1 777 2 259 2 328 2 545 1 967 2 216 2 335

HCBT 154 242 246 260 218 307 232 260 189 244 ^ 4CGIW 613 714 868 861 861 1 001 1 075 1 276 1 291 1 244 1 417
6GDG • 596 - - - -

HCBU -3 0 -204 -352 -9 5 — — — - - —

HCML — 844 728 960 1 497 1 712 1 720 1 945 2 742 3 347
HHHP — — - — - - -1 6 6 -1  701 -1 153HEEl • • — 13 135 57 -4 3 -55 145 263 84
HCBW • • — - • • — 370

HCHS 737 1 348 1 606 1 767 2 174 2 862 2 976 3 201 3 774 2 792 4 049

HCB2 -369 -8 2 2 -9 4 8 -7 0 5 -397 -603 -6 4 8 -6 5 6 -1 807 -5 7 6 -1 714

HDIP 8 7 7 8 20 45 55 33 60 79 63
HCCA 13 16 20 16 14 16 18 12 30 20 17

CGPJ 78 94 115 112 *122 150 148 186 157 157 127
HD’ S 298 439 550 958 1 675 2 154 2 235 2 392 1 870 2 138 2 271

HDLN 750 1 364 1 626 1 783 2 188 2 878 2 994 3 213 3 804 2 812 4 066

CGPJ 78 94 115 112 122 150 148 186 157 157 127
C G Il -452 -9 2 5  - 1 076 -8 2 5 -5 1 3 -724 -7 5 9 -821 -1  934 -674 -1 795

HCCB -374 -831 -961 -7 1 3 -391 -574 -611 -6 3 5 -1 777 -517 -1  668

Bank and the Europea n Coal and Steel Com m unity are included in 'Capital

2
3

transactions’ in Table 10 1
Refunds and abatem ents received in respect of the United Kingdom 's excess net contributions to Com m unity Budgets in earlier years 
Adjustm ents reflecting reassessm ents of the gross contributions required for the Com m unity Budgets for (he previous years
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11 E xchange rates

Summary
Since 1972, the  s te rlin g  exchange ra te  has been allowed to 
float with only occasional ofTicial in tervention  (by m eans of 
augm enting  or dep le ting  the foreign currency reserves). This 
in terven tion  has usually  been for the  purpose of sm oothing 
excessively sh arp  m arket m ovem ents ra th er th an  m a in ta in 
ing or achieving a particu lar exchange ra te . As a floating 
currency, the  ra te  of sterling  ag a in s t o ther currencies will 
rem ain steady only if, a t  a given exchange ra te , th e  quan tity  
of s te rling  dem anded by holders of o ther currencies exactly  
m atches the  dem and for o ther currencies by holders of s te r
ling. When th is  equilibrium  betw een supply  and dem and 
breaks down, a m ovem ent in th e  exchange ra te  will take 
place to restore it. W hen buyers of sterling  exceed sellers the 
pound will rise ag a in s t o ther currencies and w hen sellers 
outnum ber buyers the  ra te  will fall. Thus, o ther th in g s being 
equal, a su rp lus on UK cu rren t account tran sac tio n s  will 
tend to cause an appreciation of sterling  ag a in st o ther cu r
rencies, while a cu rren t account deficit will tend to produce a 
lower exchange ra te .

The exchange ra te  is also of course affected by cap ital 
transac tions. M any of these transac tions - for exam ple, pu r
chases and sales of B ritish governm ent stocks and the tra n s 
fer of funds to or from UK banks - are sensitive  to m arket 
opinions about the  future value of sterling  ag a in st o ther 
currencies and about in te rn a tio n a l in te re s t ra te  d ifferen tia ls. 
Consequently, exchange ra te  m ovem ents can reflect m arket 
expectations as well as d irect balance of paym en ts consider
ations. Opinions about future m ovem ents in s te rlin g  can also 
affect the exchange ra te  by m eans of the  'lead ing ' or 
'lagging ' of paym ents. If, for exam ple, sterling  is expected to 
depreciate, UK im porters may try  to hasten  paym en ts while 
UK exporters may try  to delay receipts. In the  case of an 
an tic ipated  sterling  appreciation the  positions would be re 
versed.

Detail
In the years up to 1971, exchange ra tes  for m ost of the major 
currencies were relatively  stab le  for long periods and it was 
reasonably satisfactory  to m easure such changes as there 
were in term s of ra te s  ag a in st the  US dollar. From 23 
A ugust 1971 the  UK au thorities ceased to in tervene  in the 
foreign exchange m arkets to m ain ta in  the  upper lim it and 
the sterling  exchange rate floated upw ards un til the cu r
rency realignm ent on 18 December 1971. Following a period 
of uncerta in ty  in in ternational exchange m arkets, particu 
larly  affecting the  dollar, a general in te rn a tio n a l realign
m ent of exchange ra tes  was agreed a t a m eeting  held in 
December 1971 in the Sm ithsonian In s titu te  in W ashington, 
in which all the  m ain currencies were, in effect, revalued 
against the dollar. S terling was then  revalued to £1 = 
$2.6057 and the m arket ra te  was perm itted to vary w ithin 
wider m argins of 2 |  per cent on e ither side of the  new
middle rate. From 23 June 1972 the sterling  exchange ra te  
was allowed to float.

The overall' change in the position of s te rling  cannot 
accurately be identified with any of the ra tes  ag a in st o ther 
currencies individually. In Table 11.1 the exchange ra te  for 
sterling  is expressed not only against the  dollar but also 
ag a in st Special Drawing Rights (SDRs) and is also expressed 
as an exchange ra te  index. The spot m arket ra tes  against 
the dollar are expressed both as period averages and as 
ra tes a t end of period.

Special Drawing Rights
The SDR was introduced in 1970 in a move tow ards the more 
rational control of in ternational liquidity. Responsibility for 
supervising its use rests w ith the IMF. Its value was 
originally defined in term s of a certain quan tity  of gold, but

w ith the  move tow ards floating  exchange ra tes  and the 
abolition of an official price of gold, it is defined as a 
w eighted average or 'b a sk e t' of currencies. This ch arac te ris
tic gives g rea ter s tab ility  in value, providing a u n it of ac
count which does not fluctuate  in value to the  e x te n t th a t  a 
na tional currency m ight. Since the  beginning  of 1981 the 
basket has consisted of th e  currencies of five countries (USA, 
UK, France, G erm any, Ja p a n )  w eighted w ith regard to th e ir 
re la tive im portance in world trade. Prior to th a t  da te  a 
six teen  currency bask e t w as used.

Sterling exchange rate index
In order to assess the  overall change in the  value of a 
currency, a w eighted average of m ovem ents in cross
exchange ra te s  a g a in s t a bask e t of o ther currencies is re
quired, w ith the  w eights reflecting some assessm en t of the 
re lative im portance of the o th er currencies.

There are a num ber of w ays of constructing  a su itab le  
m atrix  of w eights. M ost exchange ra te  indices use some form 
of trad e  w eighting, often of a ra th e r  sim ple kind. The p resen t 
sterling exchange rate index uses w eights derived from a so
ph istica ted  model of world trad e , called the  'm u ltila te ra l 
exchange ra te  m odel' or MERM, developed a t  th e  IMF. The 
index is designed to answ er th e  following question: 'W hat 
uniform  percentage change in the s te rlin g  exchange ra te  
ag a in s t every o ther currency would have had the  sam e effect 
on the U K 's trade  balance as the  se t of changes th a t  have 
ac tua lly  taken  place?'

The base values for the  calcu lation  are the  averages of 
the  daily  London closing ra te s  in 1975.

TABLE 11.1 E xchange rales

US dollars per f

End of A nnual 
period ' average^

SDRs 
per £

End of
period^

Sterling  
exchange 
ra te  index 
(Average 
1975 = 100)
Annual
average

AJGA AJFA HCDI AJHT
1970 2.3937 2.3960 2.3937 128.1
1971 2.5522 2.4445 2.3510 127.9
1972 2.3481 2.5015 2.1627 123.3
1973 2.3235 2.4526 1.9258 111.8
1974 2.3495 2.3402 1.9182 108.3
1975 2.0233 2.2200 1.7285 100.0
1976 1.7020 1.8049 1.4653 85.7
1977 1.9185 1.7455 1.5691 81.2
1978 2.0410 1.9197 1.5616 81.5
1979 2.2250 2.1225 1.6883 87.3
1980 2.3920 2.3281 1.8700 96.1
1981 1.9110 2.0254 1.6392 94.9
1982 1.6175 1.7489 1.4636 90.5
1983 1.4520 1.5158 1.3855 83.2
1984 1.1580 1.3364 1.1798 78.6
1985 1.4455 1.2976 1.3151 78.3
1986 1.4837 1.4672 1.2055 72.8
1987 1.8870 1.6393 1.3192 72.7

1. M id d le  m a r k e t  te le g ra p h  t r a n s f e r  r a te s  a s  re c o rd e d  in  L /indon by th e  B a n k  of 
E n g la n d  d u r in g  th e  l a t e  a f te rn o o n . E n d  p e r io d  r e la te s  to  th e  l a s t  w o rk in g  day .
2 . A v e ra g e  o f  t r a d in g  d a y  r a te s  d e s c r ib e d  above.
3 . A s c a lc u la te d  bv th e  IM F.
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It is im p o rtan t to note th a t  an  ex ch an g e  ra te  index  does 
n o t a tte m p t to allow  for in fla tion  d iffe ren tia ls  be tw een  coun
tr ie s  and does n o t o f itse lf, th ere fo re , te ll u s a n y th in g  ab o u t 
changes in a co u n try 's  com petitive  position .

E xchange rates used in the balance o f  
paym ents estim ates
W hen in fo rm ation  is recorded in cu rren c ies  o th e r th a n  s te r 
ling , the  figures a re  as far as possib le  converted  in to  s te r lin g  
a t  th e  ra te  of ex ch an g e  a t  th e  tim e  of th e  tra n sa c tio n .

V aluation o f  cu rren t accou n t tran saction s
The tra n sa c tio n s  va lu es of goods are  declared  on C ustom s 
docum ents in s te rlin g . For im p o rts  w here an y  invoice 
am o u n ts  a re  ex p ressed  in a  foreign cu rrency  th e re  is a 
req u irem en t for th e  UK tra d e r , or h is  ag en t, to convert to 
s te r lin g  a t  th e  m a rk e t ra te  a p p ro p ria te  a t  th e  tim e  of lodg
m en t o f th e  C ustom s docum ent. For ex p o rts , it is likely  th a t  
am oun ts in  foreign cu rrency  are  converted  in  a s im ila r w ay. 
I f  th e  ra te s  of ex ch an g e  a p p ro p ria te  to  th e  tim e  o f lodgm ent 
o f docum ents d iffer from those  a t  w hich th e  p ay m en ts  are 
recorded, th e  difference w ould be reflected  in th e  b a lan c in g  
item . In v is ib les  e a rn in g s  and  p ay m en ts , if  d en o m in a ted  in 
foreign cu rrency , a re  g en era lly  converted  a t  th e  ra te s  of 
exchange  used in tra d e rs ' books.

V aluation  o f  cap ita l tran saction s
W here cap ita l flows are  derived  as th e  d ifference betw een 
open ing  an d  c losing  levels o f a s se ts  an d  lia b ilit ie s , spec ia l 
s tep s  have been tak en  to  exclude th e  re v a lu a tio n  e lem en t in 
th e  s te r lin g  v a lu a tio n  of b a lan ces  d en o m in a ted  in  foreign 
cu rrencies. T his affects th e  ch an g es in b a la n ces  from 1971 
onw ards. The m ain  item s affected a re  foreign cu rrency  and  
len d in g  abroad  by UK b an k s. The ch an g es in leve ls  recorded 
in  te rm s o f th e  m ain  foreign cu rren c ies  a re  converted  in to  
s te r lin g  a t  th e  av erag e  ex ch an g e  ra te  d u rin g  th e  period. This
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gives th e  b e s t ap p ro x im atio n  to the  gross borrow ing and 
lend ing  flows in s te r lin g  te rm s, a lthough  erro rs of e s tim a tio n  
m ay occur if  large flows occur a t  ra te s  s ig n ifican tly  d ifferen t 
from th e  average  ra te s  d u rin g  the  period. These d iscrepen- 
cies w ill be reflected  in  th e  b a lan c in g  item . In g en era l, o ther 
com m ercial tra n sa c tio n s  are  based  on d irec t in q u irie s  of th e  
tra n sa c to rs , who are  asked  to use th e  sam e ra te  of exchange 
as in th e ir  own accounts w hen conversion from a foreign 
cu rrency  to th e  s te r lin g  eq u iv a le n t is involved.

V aluation  o f o ffic ia l reserves transactions
Up to 20 A ugust 1971 th e  s te r lin g  eq u iv a len t of the  n e t 
am o u n t d raw n  on or added to the  official reserves w as de
rived by conversion  a t  p a r  or m iddle ra te s  of exchange . The 
sm all d ifferences betw een  figures va lued  in te rm s of s te rlin g  
in th is  w ay and  a t  th e  ra te s  a t  w hich tra n sa c tio n s  occurred 
w ere regarded  as neg lig ib le  w hen m ark e t ra te s  o f exchange 
w ere w ith in  th e  p e rm itted  band  on e ith e r  side of p a rity . 
From 23 A ugust 1971 th e  possib le  range of difference w iden
ed, an d  n e t d raw in g s  on an d  ad d itio n s  to th e  official reserves 
have since th e n  been valued  a t c u rre n t m ark e t ra te s  of 
exchange .

R eferen ces
S te rlin g  ex ch an g e  ra te s  a g a in s t  th e  US dollar, SDRs , and 
o th e r cu rrenc ies a re  p u b lish ed  on a w eekly or m onth ly  basis  
in th e  B ank o f E ngland Quarterly Bulletin^ F inancial Statistics, 
Economic Trends,Oind International Financial Statistics (IMF).

The ca lcu la tio n  of th e  sterling /SD R  ra te  w as described  in 
an a r tic le  in th e  M arch 1981 B ank o f England Bulletin.

M ore d e ta iled  figures and  fu r th e r  in fo rm ation  on th e  s te r 
ling  ex ch an g e  ra te  index  a re  given in Financial Statistics, the  
B ank o f E ngland Quarterly Bulletin  and  th e  M arch 1977, F eb
ru a ry  1981 and  O ctober 1984 issues o f Economic Progress 
Report p rep ared  by HM T reasu ry .
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A cceptances
See ‘Bills and acceptances'.

A dvance and  p ro g re ss  p ay m en ts
Paym ents made for goods in advance of com pletion and 
delivery of the goods.

A ffiliates
Branches, subsid iaries or associate com panies.

A llocation o f SDRs
See Special D raw ing Rights

A rb itrage
Buying in a m arket in one centre and selling  in a sim ilar 
m arket in ano ther centre.

Assets
This term  commonly refers to financial asse ts  th a t  are 
claim s on non-residents, from whose point of view th e  sam e 
item  is a liab ility  to a UK resident. Among reserve asse ts , 
however, gold and SDRs have a value which ex is ts  indepen
dently  of any corresponding liab ilities. Real a sse ts  such as 
m erchandise, although they  may be entered  in com pany 
accounts as asse ts , are seldom described as asse ts  in balance 
of paym ents analy sis .

A ssociated com pan ies
Com panies in which the  investing  com pany has a su b s ta n 
tia l equity  in te re s t (usually  th is  m eans th a t  it holds be
tw een 20 per cen t and 50 per cent of the equity  share 
capital) and is in a position to exercise a sign ifican t in flu 
ence on the com pany. (See ’subsid iaries'.)

B alancing  item  
The item  included to 
m ents en tries to zero, 
given on page 5.

bring the sum of all balance of pay- 
A description of its  characteristics is

B ank o f E ng land  - Issue  D ep artm en t
This is part of cen tra l governm ent. Its activ ities include, 
inter alia, m arket purchases of overseas bills from the  UK 
m onetary sector. These bills are generally held to m atu rity . 
D etails of th e ir trea tm en t in the  accounts are given in the  
notes to sections 5,8 and 9.

B anking  and  m oney m a rk e t liab ilities in  s te rlin g  
These are a p a rt of sterling  balances and consist of certa in  
UK liab ilities, denom inated in sterling , to overseas resi
dents. They include:

curren t and deposit accounts and sterling  certificates of 
deposit;
tem porary loans to, and bills drawn on, local au thorities; 
deposits with finance houses;
UK Treasury bills.

T hat p a rt held by central m onetary in stitu tions is p a rt of 
'exchange reserves in sterling ', the rest is 'o ther ex te rn a l 
banking and money m arket liabilities in sterling '.

'B ank ing  s ta tis tic s’
A term  used in th is  publication to denote an in teg rated  set 
of re tu rns, covering all UK banks, which was introduced in 
stages late in 1974 and during 1975 by the  Bank of England. 
It covered all listed banks up to the end of 1981 and the 
m onetary sector from 1982 onwards. I t collects on a regular 
basis extensive inform ation relating  to the  levels of, and 
changes in, assets and liabilities.

B anks
See 'UK banks’.

B illion
One thousand  m illion.

B ills an d  accep tan ces
A bill is an unconditional order in w riting  addressed by the  
draw er to the  draw ee to pay to the  draw er a fixed sum on a 
specified date . A UK resid en t m ay draw  a  bill in s te rling  on 
an overseas residen t rep resen tin g  cred it ex tended  by the  UK 
residen t to the  overseas residen t. If the  UK residen t sells 
the bill to a UK bank, generally  a t  a price less th an  the 
nom inal value of th e  bill, the  bank is said  to discount the 
bill, and the  claim  on th e  overseas resid en t is transferred  to 
the  UK bank.

A bill is known as an  acceptance w hen th e  draw ee accepts 
the  bill. A UK bank m ay accept a bill on behalf of an 
overseas residen t in which case the UK resid en t draw s the 
bill on the UK bank and not on the  overseas resident. The 
accepting bank has a claim  on the overseas residen t and 
expects to be paid by him  before the  bill m atu res.

B o rro w in g  from  b an k s, etc. o v e rseas
This refers to foreign currency or s te rlin g  borrowed from 
banks, o ther financial in s titu tio n s  or, in some instances, 
unrela ted  com m ercial com panies abroad. I t does not include 
borrow ing from UK-based affilia tes of foreign banks. Nor 
does it include borrow ing by m eans of issues of securities.

B ran ch
An unincorporated  office which is wholly owned by the  p a r
e n t com pany, and w hich is a p erm an en t e s tab lish m en t as 
defined for UK income tax  and double tax a tio n  re lief p u r
poses.

B ran ch  in d eb ted n ess
N et am ounts owed by a branch to its p a ren t com pany (or vice 
versa).

B ritish  g o v e rn m en t stocks
Stocks issued or guaran teed  by th e  UK governm ent.

C ap ita l tra n sa c tio n s
C apita l tran sfe rs , tran sac tio n s  in  UK ex te rn a l asse ts  and 
liab ilities, EEA loss on forward com m itm ents, allocation of 
SDRs and gold subscrip tion  to IMF.

C ap ita l tra n s fe rs
In recent years th is  category has only covered paym ents 
made by the  cen tra l governm ent in im plem entation  of the  
guaran tee  clauses of the  S terling  A greem ents of 1968, as 
renewed in 1971 and  fu rther ex tended on the  basis of a 
un ila te ra l declaration  by HM G overnm ent. The extension of 
the A greem ents expired  in December 1974.

T ransfers of financial a sse ts  and liab ilities  which arise 
when a change of residency occurs e.g. w hen an individual 
m igrates to or from the U nited Kingdom, are included under 
cu rren t account transfers .

C en tra l m o n e ta ry  in s titu tio n s  (CMIs)
In stitu tio n s (usually  cen tral banks) which control the cen
tra lised  m onetary reserves and the supply of currency in 
accordance w ith governm ent policies, and which act as th e ir 
governm ents' bankers and agen ts. In the U nited Kingdom 
th is  is equ ivalen t to the  Bank of England and part of the 
T reasury (the Exchange E qualisation  Account).

C ertifica te  o f d ep o sit
A certificate of deposit is a docum ent issued by a UK office 
of a B ritish  or foreign bank certifying th a t  a deposit has 
been made with th a t  bank which is repayable to the bearer
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upon th e  su rren d e r of th e  certifica te  a t  m a tu rity . I t also 
s ta te s  th e  ra te  of in te re s t an d  th e  d a te  of re p a y m e n t and  is 
nego tiab le  by sim ple  delivery . I t is d en o m in a ted  in  e ith e r  
s te r lin g  or foreign currency .

c.i.f. (cost, in s u ra n c e  a n d  fre ig h t)
A 'c .i.f.’ price includes th e  cost of in su ran ce  and  fre ig h t from 
the  coun try  of consignm ent.

C o m m o d ity  gold 
See 'G old '

C o m m o n w ea lth  D e v e lo p m e n t C o rp o ra tio n
A public corporation  w hich fin an ces d ev e lo p m en t projects 
overseas.

C o u n te rp a r t  item s
C erta in  item s in  th e  b a lan ce  of p a y m e n ts  e x is t  only  as 
c o u n te rp a rt item s in troduced  to b a lan ce  th e  inc lusion  of o th 
er item s th a t  do no t fall n a tu ra lly  in to  the  doub le-en try  
system . The a llocation  of SDRs is an  ex am p le  of an  a rtif ica l 
c o u n te rp a rt item  in troduced  in to  th e  b a lan ce  of p a y m e n ts  to 
offset th e  correspond ing  in crease  in SDR ho ld ings w ith in  
official reserv es (see under S pecia l D raw ing  R ights).

C red its  a n d  d eb its
A c red it in  th e  b a lan ce  of p a y m e n ts  records th e  p rov ision  of 
goods or serv ices, a decrease  in  ho ld ings o f a  f in an c ia l a sse t, 
or an  in crease  in  lia b ilit ie s . C red its  and  d eb its  form  th e  two 
e lem en ts  in th e  sim ple  doub le-en try  sy s tem  used  for record
ing  th e  ba lance  o f p ay m en ts . See no tes on page 5.

C ro ss -tra d e s
See 'T h ird  coun try  trade*.

C u r re n t  a c c o u n t
The accoun t of tra n sa c tio n s  in re sp ec t o f v isib le  tra d e , se r
vices, in te re s t, p ro fits  an d  d iv idends, an d  tra n s fe rs  (o ther 
th a n  cap ita l tran sfe rs ) .

C u r r e n t  b a la n c e
The b a lan ce  of c u rre n t accoun t tra n sa c tio n s .

D irec t in v e s tm e n t
N et in v e s tm e n t by U K /overseas com pan ies in th e ir  
overseas/U K  b ran ch es , su b s id ia r ie s  or a sso c ia ted  com panies. 
A d irec t in v e s tm e n t in a com pany m ean s th a t  th e  in v esto r 
h as  a s ig n ifican t in fluence  on th e  o p e ra tio n s  of th e  com pany. 
(See 'b ra n c h ', 'su b s id ia r ie s ' an d  'a sso c ia ted  co m p an ies '.)  In 
v e s tm e n t covers no t only  acq u is tio n  o f fixed a s s e ts , stock 
b u ild in g  and  stock ap p rec ia tio n , b u t also  a ll o th e r fin an c ia l 
tra n sa c tio n s  such  as ad d itio n s  to, or p a y m e n ts  of, w orking 
cap ita l, o th e r loans and  tra d e  cred it, an d  acq u is itio n s  of 
secu ritie s . E s tim a te s  of in v e s tm e n t exclude d ep rec ia tio n .

D isb u rse m e n ts
O p era tin g  ex p en ses  e.g. by o p era to rs  of sh ip s  or a irc ra ft.

EEA  loss on  fo rw a rd  c o m m itm e n ts
This term  records th e  loss a r is in g  from th e  fac t th a t  the 
forw ard com m itm en ts of th e  E xchange  E q u a lisa tio n  A ccount 
w ith  th e  m ark e t en te red  in to  before d ev a lu a tio n  in 1967 
have been recorded as being  se ttled  on m a tu r ity  a t  th e  new 
p a rity .

E u ro c o m m e rc ia l p a p e r
S hort-term  prom issory  notes, u su a lly  w ith  fixed m a tu ritie s  
ran g in g  betw een 7 and  365 d ay s, issued  by com pan ies in 
b ea re r form and  a t  a d iscoun t from th e ir  nom inal (face) 
value . They are  denom ina ted  in  a currency  w hich is foreign 
to th e ir  country  of issue (e.g. US do llars issued  in  th e  U nited  
Kingdom).
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E u ro c u r re n c y  m a rk e t
All borrow ing and  lend ing  by b an k s in currencies o th er th a n  
th e  currency  of th e  coun try  in w hich th e  banks are s itu a ted .

E u ro p e a n  C o m m u n ity  (EC) 
See 'G eograph ica l a n a ly s is '.

E u ro p e a n  F u n d
A fund e s tab lish ed  in  th e  1950s under th e  E uropean  M one
ta ry  A greem ents to provide 2 -year c red its  to m em ber coun
tr ie s  to a s s is t  th em  to overcom e balance of p ay m en ts  dif
ficu lties. I t  w as w ound up in  1973.

E u ro p e a n  M o n e ta ry  S y stem  (EMS)
T his w as e s ta b lish e d  in M arch 1979. Its  m ost im p o rtan t 
e le m en t is th e  m echan ism  w hereby th e  exchange  ra te s  be
tw een  the  cu rren c ies  of th e  p a r tic ip a tin g  m em ber s ta te s  (all 
EC co u n trie s  ex cep t th e  U n ited  K ingdom , Greece, Portugal 
and  S pain ) a re  kep t w ith in  narrow  ranges.

E x c h a n g e  c o n tro l
The E x ch an g e  C ontrol A ct of 1947 w as 'a n  Act to confer 
pow ers an d  im pose d u tie s  and  res tric tio n s , in re la tion  to 
gold, cu rrency , p ay m en ts , secu ritie s , d eb ts , an d  the  im port, 
ex p o rt, tra n s fe r  an d  se ttle m e n t of p ro p erty , an d  for purposes 
connected  w ith  th e  m a tte rs  a fo resa id '. I t w as concerned not 
only  w ith  co n tro llin g  ce rta in  ty p es  o f p ay m en ts  b u t also 
w ith  e n su rin g  th a t  funds due from abroad  a re  properly  re 
ceived, w ith o u t d e lay , and  a re  not used for unau tho rised  
pu rposes. D uring  th e  period in w hich contro ls w ere in force, 
th ey  were o p era ted  by a d e p a r tm e n t of the  B ank of E ngland. 
The con tro ls w ere considerab ly  reduced in Ju n e  and Ju ly  
1979 and fin a lly  abo lished  in O ctober 1979 (a p a rt from resid 
ual con tro ls on tra n sa c tio n s  w ith  R hodesia w hich rem ained  
u n til D ecem ber 1979). The ac t w as repealed  in 1987.

E x c h a n g e  c o v e r  sc h e m e  (ECS)
A schem e f irs t  in troduced  in 1969 w hereby UK public bodies 
ra ise  foreign currency  from overseas re s id en ts , e ith e r d i
rec tly  or th ro u g h  UK b an k s, an d  g enera lly  su rren d e r i t  to 
th e  EEA in  ex ch an g e  for s te r lin g  for use to finance ex p en 
d itu re  in th e  U n ited  K ingdom . HM T reasu ry  se lls  th e  bor
row er foreign cu rrency  to serv ice and  repay  th e  loan a t  the  
exchange  ra te  th a t  app lied  w hen th e  loan w as tak en  out. 
The tra n sa c tio n s  o f com panies re la te  to n e t borrow ing by 
B ritish  N uclear F uels pic and  rep ay m en t by p riv a tised  pub
lic co rpo ra tions a f te r  p riv a tisa tio n .

E x c h a n g e  E q u a lis a tio n  A cco u n t (EEA)
The g overnm en t accoun t a t th e  Bank of E ng land  in which 
tra n sa c tio n s  in  th e  official reserv es are recorded.

E x c h a n g e  re s e rv e s  in  s te r l in g
T h a t p a r t  of th e  reserv es of overseas coun tries deposited  in 
th e  U n ited  K ingdom  and denom inated  in s te rlin g . They are 
UK lia b ilitie s  to overseas cen tra l m onetary  in s titu tio n s  and 
in te rn a tio n a l o rg an isa tio n s , and consist o t B ritish  govern
m en t stocks, b an k in g  and m oney m ark e t liab ilitie s  denom i
n a ted  in s te rlin g , and  n o n -in te rest-b earin g  notes held by 
in te rn a tio n a l o rg an isa tio n s  o th e r th a n  the  IMF. They are 
p a r t  o f 'S te rlin g  b a lan ces '.

E x p o r t  c re d it
C red it ex ten d ed  overseas by UK in s titu tio n s  p rim arily  in 
connection  w ith  UK expo rts  bu t also includ ing  some cred it 
in resp ec t of th ird -coun try  trad e .

E x p o r t  c red it; id en tif ied  lo n g -te rm
C red it ex tended  by UK banks under th e  ECGD's buyer cred it 
and  specific bank g u a ran tee s  schem es (see also notes on 
page 43).
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Export Credits Guarantee Departm ent (ECGD)
A governm ent departm en t whose main function is to provide 
insurance cover for export credit transac tions.

Financial gold
See 'Gold'

f.o.b. (free on board)
The seller's  price includes all charges in placing goods into 
wagons, on board sh ips/aircraft, etc. a t  his own port.

Foreign currencies
All currencies except UK sterling .

General governm ent
UK C entral governm ent and local au thorities.

Geographical analysis
The geographical and economic groupings used in most ta 
bles are as follows:

European Community member countries (EC cou- 
ntricsJ.Belgium, Denm ark, France, G erm an Federal Repub
lic, Greece, Irish Republic, Ita ly , Luxem bourg, N ether
lands, Portugal (including Azores and M adeira) and Spain 
(including the C anary  Islands). A lthough Greece did not 
become a mem ber until Ja n u a ry  1981 and Portugal and 
Spain until Ja n u a ry  1986, the  figures in tab les include 
these countries for all years.
Other V<iestem Europe.A ustria, Andorra, Faroe Islands, F in 
land, G ibraltar, Iceland, M alta, Norway, Sweden, Sw itzer
land, Turkey, V atican City, Yugoslavia and C ontinen ta l 
S helf (foreign part).
North America: USA, C anada, Puerto Rico, G reenland, and 
St. Pierre and Miquelon
Other developed counfries.-Australia, Jap an , New Zealand 
and South Africa.
Oil exporting countries:Algenay B ahrain , B runei, Equador, 
Gabon, Indonesia, Iran , Iraq, K uw ait, Libya, N igeria, 
Oman, Q atar, Saudi Arabia, Trinidad and Tobago, U nited 
Arab E m irates and Venezuela.
European Community com prises the  European Economic 
Community (EEC), the  European Atomic Energy Commu
nity  (EURATOM) and the European Coal and Steel Com
m unity CECSC). The EEC is responsible for the  adm in
istra tion  of several funds: the  European Social Fund, Re
gional Developm ent Fund and the European A gricultural 
Guidance and G uarantee Fund (known by the in itia ls  of 
its French title: FEOGA). Also w ith in  the  EEC is the 
European Investm ent Bank (EIB), se t up to contribute to 
the balanced developm ent of the  Com m unity.
International organisations.The U nited N ations and its 
specialised agencies; the In te rn a tio n a l Bank for Recon
struction and Developm ent (IBRD), the In te rn a tio n a l F i
nance Corporation (IFC), the  In terna tional Developm ent 
Association (IDA) and other in ternational organisations. 
Transactions w ith the In terna tional M onetary Fund (IMF) 
are treated as separa te  item s in the  accounts.

Gold
In the accounts a distinction is drawn between gold held as 
a financial asse t (financial gold) and gold held like any other 
commodity (commodity gold). T ransactions in commodity 
gold are recorded in the visible trade account and include 
overseas trade in finished m anufactures together with net 
domestic and overseas transactions in gold moving into or 
out of finished m anufactured form (i.e. for jew ellery, den
tis try , electronic goods, m edals and proof - but not bullion - 
coins).

All other transactions in gold (i.e. those involving sem i
m anufactures such as rods, wire, etc, or bullion, bullion coins 
or banking-type assets and liab ilities denom inated in gold, 
including the official reserves) are treated  as financial gold 
transactions and included in the capital account. (See also

Glossary
notes to sections 2 and 8). The d istinction  betw een com
modity and financial gold differs from th a t  draw n by the 
IMF. in its  Balance of P aym en ts M anual (4th edition , 1977), 
betw een non-m onetary  and m onetary  gold. The U nited  K ing
dom h as adopted different, defin itions to avoid d istortion  of 
its visible trad e  account by the  su b s tan tia l tran sac tio n s  of 
the  London Bullion M arket.

Gold subscriptions to IMF
Made w hen quotas were increased in M arch 1966 and  No
vember 1970.

G overnm ent
W hen used w ithout qualification  th is  m eans th e  cen tra l gov
e rn m en t of th e  U nited  Kingdom.

Gross
This item  is used in balance of paym en ts term inology as the 
a n tith e s is  of 'n e t'.

Im port credit: long-term  agreem ents
C redit received on im ported sh ip s, com m ercial a irc ra ft and 
certa in  N orth Sea in s ta lla tio n s .

Inter-com pany accounts
Accounts recording tran sac tio n s  betw een p a re n t and subsid
iary  or associated com panies, and balances owed by one to 
the  o ther.

Interest, profits and dividends
All in te re s t, profits and d iv idends accruing to UK residen ts  
from non-residents or payab le  overseas by UK residen ts , 
after deduction of local ta x e s  and  after allow ing for depreci
ation. The balance on cred its  and debits equals 'n e t property  
income from abroad ' as show n in the N ational Accounts.

International M onetary Fund (IMF)
A Fund se t up as a re su lt of the  B retton Woods Conference of 
1944 which began operations in 1947. It cu rren tly  has 146 
mem ber countries including  m ost of the  m ajor countries of 
the  world w ith the  exception  of some of the  Sino-Soviet bloc 
countries. The Fund w as se t up to superv ise  the fixed ex
change ra te  system  agreed a t B retton Woods and to make 
availab le  to its m em bers a pool of foreign exchange re
sources to a ss is t them  w hen they  have balance of paym ents 
difficulties. F u rther defin itions re la tin g  to the  IMF are given 
in the  IM F section, 1981 and ea rlie r ed itions of th is  publica
tion; see also 'Special D raw ing R ights'.

Intervention Board for Agricultural Produce
The UK agency which operates the  support a rran g em en ts  of
the EEC Common A gricultural Policy w ith in  the  United
Kingdom.

Investm ent
In a balance of paym ents con tex t th is  is categorized as of 
e ither a d irect or portfolio n a tu re . See appropria te  headings 
for definitions.

Investm ent currency pool
A pool of foreign currency, m ain ta ined  w hen exchange con
trols were in force, o rig ina ting  m ainly  from the  sale abroad 
of foreign currency securities owned by UK residen ts. The 
currency norm ally com m anded a prem ium  over the official 
exchange ra te . The pool could be used by residen ts of the 
Scheduled T erritories and was used m ainly  to enable portfo
lio investm ents in foreign currency securities to be tra n s 
ferred am ongst residen ts; o ther uses included, to a sm all 
ex ten t, the  financing of d irect investm en ts abroad and the 
purchase of properties abroad. I t d isappeared  with the  aboli
tion of exchange controls during  1979.
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Glossary
In v is ib le s
T ran sac tio n s in serv ices, in te re s t, p ro fits  and d iv id en d s, and  
tran sfe rs  (o ther th a n  cap ita l tran sfe rs ).

In v is ib le s  b a la n c e
The balance of in v isib les  tra n sa c tio n s .

L eads a n d  lags
In te rn a tio n a l p ay m en ts  for goods, serv ices, or f in an c ia l a s 
se ts  w hich have been acce lera ted  or d e lay ed . If unrecorded  
w ith in  th e  cap ita l account, th e se  am o u n ts  will fall in to  th e  
b a lan c in g  item  (see note on page 5).

L iab ilitie s
In ba lance  of p ay m en ts  term ino logy , l ia b ilit ie s  a re  th e  f in a n 
cial c la im s of n o n -resid en ts . See also 'a s s e ts '.

Local a u th o r i t ie s
E lected councils resp o n sib le  for th e  a d m in is tra tio n  o f ce rta in  
serv ices in p a r tic u la r  a re a s  w ith in  th e  U n ited  K ingdom .

M e rc h a n tin g
Profit on th ird -co u n try  tra d e  in  goods. See no tes on page 22.

M isce llan eo u s  f in a n c ia l in s t i tu t io n s  (M Fis)
Includes in s titu tio n s  re s id e n t in the  C h an n e l Is la n d s  and
Isle of M an and  n o t p a r t  of th e  UK m o n eta ry  sec to r. They 
also include ce rta in  in s ti tu tio n s , no t in  the  m o n e ta ry  sector, 
w hose m ain  function  is to ex te n d  c re d it abroad  an d  ce rtian  
lis ted  in s titu tio n s  in  th e  London B ullion  M arket w hich are  
no t in th e  UK m o n eta ry  sector.

M o n e ta ry  gold 
See 'G old '.

M o n e ta ry  s e c to r
C om prises th e  UK offices of in s ti tu t io n s  a u th o rise d  under 
B ank ing  Act 1987, th e  b a n k in g  d e p a r tm e n t of th e  B ank of 
E ng land , those  in s ti tu t io n s  in  th e  C h an n e l Is la n d s  and  th e  
Isle of M an w hich have opted  to ad h e re  to th e  m o n eta ry  
control a rra n g e m e n ts  in troduced  in A u g u st 1981 an d  p rio r to 
th e ir  recognition  as b an k s, th e  N a tio n a l G irobank  and th e  
TSB G roup pic. From  th e  beg in n in g  of 1982 th e  term  UK 
b an k s  as used in  th e  b a lan ce  of p a y m e n ts  acco u n ts  is s y n 
onym ous w ith  th e  m o n eta ry  sector. See also  M iscellaneous 
fin an c ia l in s ti tu tio n s  and  UK banks.

N avy , A rm y  a n d  A ir F o rce  In s t i tu te  (NAAFI)
A body w hich p rov ides goods and  serv ices for th e  use of th e  
UK forces overseas.

N et
In th is  p re se n ta tio n  of th e  ba lance  o f p ay m en ts  accounts, 
the  term  'n e t ' is g en era lly  app lied  on ly  to tra n s a c tio n s  in 
financia l a sse ts  or liab ilitie s ; p u rch ases  of a sse ts(-) a re  re 
corded n e t of sa les( +  ); s im ila r ly  w ith  liab ilitie s . In th e  cu r
re n t account th e  term  'n e t ' is used on ly  in re la tio n  to the  
ea rn in g s  of UK fin an c ia l in s titu tio n s  and th e  m ean in g  is 
defined on page 37. E lsew here  in the  c u rre n t accoun t, w here 
the  o p era tio n s of UK and  overseas re s id e n ts  a re  tak en  to 
g e th e r in p a rtic u la r  tra n sa c tio n s  a re a s , the  term  'b a la n c e ' is 
used.

N o n -m o n e ta ry  gold  
See ‘G old’

O fficia l re c o rd s  o f tr a n s a c tio n s
These include th o se  of governm ent, an d  of th e  B ank of Eng 
land  ac ting  as ag en t for th e  governm ent.
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O fficia l re s e rv e s
The UK official ho ld ings of gold, convertib le  cu rrencies, S pe
cial D raw in g  R igh ts, and  ch an g es in th e  UK reserve position  
in th e  IM F. From Ju ly  1979, includes E uropean  C urrency 
U n its  acq u ired  from sw aps w ith  th e  EMCF.

O v e rse a s
O u tside  th e  U n ited  K ingdom . In som e co n tex ts  'ex ternal*  or 
'a b ro a d ' a re  used , w ith  th e  sam e m ean ing . ('Foreign ' con
notes n a tio n a li ty , e.g. foreign sh ip s  m eans sh ip s  reg iste red  
abroad .) See n o tes  on 're s id en ce ' on page 5.

P a r e n t
In a b a la n c e  of p a y m e n ts  co n te x t th is  m eans a com pany 
w ith  d ire c t in v e s tm e n ts  in  o th e r coun tries .

P in k  B ook
The n am e g iven  to th is  and  o th e r issu es  in th e  an n u a l series 
United K ingdom  Balance o f Paym ents.

P o rtfo lio  in v e s tm e n t
In v e s tm e n t in  sec u ritie s  issued  by o v erseas  reg iste red  com
p an ie s , o th e r  th a n  th a t  c lassed  as d irec t in v es tm en t, and  in 
sec u ritie s  issu ed  by o v erseas  governm en ts. A portfolio in 
v e s tm e n t does no t e n ti t le  th e  in v esto r to any  s ig n ifican t 
in fluence  over th e  o p e ra tio n s  o f th e  com pany or in s titu tio n .

P r iv a te  s e c to r
Privately-owned companies 
(including persons operating 
ship).

and  th e  personal sector 
as sole tra d e rs  or in p a rtn e r-

P u b lic  c o rp o ra t io n s
T hese a re  public tra d in g  bodies w hich have a su b s ta n tia l 
degree o f fin an c ia l indep en d en ce  from th e  public au th o rity  
w hich c rea ted  th em . A public corporation  is publicly  con
tro lled  to th e  e x te n t  th a t  th e  public a u th o rity , i.e. c en tra l or 
local g o v ern m en t, a p p o in ts  th e  w hole or a m ajority  of the  
board o f m an ag em en t.

P u b lic  s e c to r
C en tra l g o v ern m en t, local a u th o ritie s  and  public corpora 
tio n s  (see a lso  'G en era l governm en t').

R e fin a n c e d  e x p o r t  c re d it
Iden tified  long-term  c red it ex ten d ed  for UK ex p o rts  in itia lly  
by b an k s  an d  re financed  w ith  th e  ECGD, th e  T rustee  S av 
ings B an k s and  th e  C en tra l T ru stee  S av ings Bank.

R e la te d  c o m p a n ie s
B ran ch es, su b s id ia rie s , a sso c ia tes  or p a ren ts .

R e la ted  im p o r t  o r  e x p o r t  c re d it
T rade c re d it be tw een  re la ted  com panies included in d irec t 
in v e s tm e n t.

R e se rv e s
See 'O fficial re se rv es ' and  'S te rlin g  b a lan ces '.

R e s id e n ts
These com prise the  g en era l governm en t, in d iv id u a ls , p riv a te  
non-profit-m aking  bodies se rv ing  households, and e n te r 
p rises, w hich  lie w ith in  th e  te rrito ry  of a given econom y. For 
a fu ller d iscussion  of th e  c rite ria  used for defin ing  residence 
see th e  n o tes  on 're s id en ce ' in th e  'G enera l descrip tion  o f the  
acco u n ts ' (page 5).

R o y a ltie s
A p a r t of serv ices. They re p re sen t p ay m en ts  for serv ices, by, 
or to, UK re s id en ts  in re sp ec t of th e  r ig h t to use processes 
and  o th e r in fo rm ation , e.g. licences to use p a te n ts , trad e  
m arks, d esig n s, copyrigh ts, etc.
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S chedu led  T e rr ito r ie s
These were defined for the  purposes of exchange control and, 
im m ediately prior to the abolition of control in 1979, com
prised the  U nited Kingdom, including the  C hannel Islands 
and Isle of Man and G ibraltar. The Republic of Ireland  was 
included un til the  end of 1978.

Securities
This is a general term  covering a large varie ty  of ty p es of 
stocks, bonds and shares. Shares (or equities) rep resen t a title  
to ow nership in a firm and a share  in the  profits, and stocks 
and bonds are loans which earn  the  lender a fixed in te re s t 
re tu rn .

Services
Provision of services betw een UK residen ts  and non
residen ts, and transac tions in goods which are not freighted 
out of the country in which they  take place e.g. purchases for 
local use by overseas forces in the U nited  Kingdom and by 
UK forces overseas, purchases by tou rists , etc. T ransactions 
in goods which are freighted into/out of the  U nited  Kingdom 
are included under visible trade.

Special D raw ing  R igh ts (SDRs)
These are reserve asse ts  created and d istribu ted  by decision 
of the  m em bers of the IMF. P artic ip an ts  accept an  obligation 
to provide convertible currency, when designated  by the  IMF 
to do so, to ano ther p a rtic ip an t in exchange for SDRs equiv
a len t to th ree tim es th e ir own allocation. Only countries 
w ith a sufficiently strong balance of paym ents are so des
ignated by the  IMF. SDRs may also be used in ce rta in  direct 
paym ents between p artic ip an ts  in the  schem e and for p ay 
m ents of various kinds to the  IMF.

S te rlin g  A greem ents 
See 'C ap ita l tran sfe rs '.

S te rlin g  ba lances
A term  in common usage referring to certa in  UK liab ilities 
denom inated in sterling  to non-residents. These are ex
change reserves in sterling  ('official s te rling  balances ') , and 
o ther non-resident holdings of banking and money m arket 
liab ilities in sterling  ('p rivate  ste rling  balances'). See 
's te rling  liab ilitie s ' and 'banking  and money m arket liab ilit
ies*.

S te rlin g  c la im s
These are, stric tly , all ex te rn a l asse ts  of UK residen ts de
nom inated in sterling . In the  balance of paym ents accounts 
the term  is more usually used to define claim s arising  from 
sterling  lending by UK banks to non-residents.

S te rlin g  liab ilities
These are, stric tly , ail liab ilities denom inated in sterling  of 
UK residents to non-residents, and include B ritish  govern
m ent stocks, banking and money m arket liab ilities, the  in 
ventory of inw ard direct investm ents in the  United Kingdom 
and UK sterling  stocks and shares held by non-residents. 
The term  sterling  liab ilities is often used to refer to the 
lim ited group of liab ilities known as 's te rlin g  balances'.

C om panies owned or controlled, according to section 736 of 
the  C om panies Act 1985, broadly speaking, by ano ther com
pany which e ith e r holds more th a n  h a lf the equ ity  share  
cap ita l or controls th e  com position of the  board of d irectors. 
Also included are su b sid ia ries  of subsid iaries.

Suppliers'
E xport cred it ex tended  overseas d irectly  by UK firm s o ther 
th an  to re la ted  concerns (see 'E x p o rt credit').

Third country trade or cross-trade
Trade betw een two countries o th er th an  the  U nited K ing
dom, in w hich the  U nited  Kingdom may p artic ip a te  as an 
in te rm ed iary  or by providing tra n sp o rt, insurance services or 
cred it facilities.

Trade credit
See 'ex p o rt c red it' and  'im port credit*.

Transfers
These rep resen t th e  value of goods, services, and financial 
a sse ts  passing  betw een UK resid en ts  and overseas residen ts 
w ithout any  quid pro quo.

Travel
The trave l account gives the ea rn in g s  from and expend itu re  
on in te rn a tio n a l tourism  and business and othe travel but 
excludes tra n sp o rt betw een UK and o ther countries. An in 
te rn a tio n a l to u ris t is defined as a residen t of one country 
who v isits  an o th e r country  and  s tay s  there  for a period of 
less th an  12 m onths. This defin ition  excludes trav e lle rs  who 
v isit ano ther country  to take up pre-arranged em ploym ent 
there , m ilita ry  and diplom atic personnel, m erchan t seam en 
and a irlin e  crew s on duty .

Treasury bills
Bills issued by H er M ajesty 's T reasury  generally  for a period
of 91 days.

United Kingdom  (UK)
The U nited  Kingdom of G rea t B rita in  and N orthern Ireland. 
For balance of p ay m en ts  purposes residence in the  U nited 
Kingdom involves a w ider defin ition  - see note on 
'R esidence' on page 5.

UK banks
S tric tly , any  financial in s titu tio n  located in the U nited 
Kingdom and recognised by th e  Bank of England as a bank 
for s ta tis tic a l purposes up to la te  1981 or as p a r t of the 
m onetary sector from th en  onw ards. This includes branches 
of foreign banks, b u t not the offices abroad of these  or of any 
British-ow ned banks. A lis t of banks is published w ith the 
Bank o f England Quarterly Bulletin. In sections 8 and 9 prior 
to 1982 the  term  is som etim es used to include certain  o ther 
financial in s titu tio n s  also. F u rth e r de ta ils  are given in the 
notes to those sections; see also M iscellaneous financial in
s titu tio n s and M onetary sector.

V isible trade
T ransactions in goods which are freighted into/out of the 
U nited Kingdom.
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A d m in is tra tiv e  an d  d ip lo m atic  e x p e n d itu re , 3.2 
A d v ertis in g , P23, 3.6 
A rb itrag e , G 
A sse ts  G

su m m ary  of UK e x te rn a l a s se ts , 1.1, 9.1 
A verage v a lu e  ind ices-see  'Im p lied  price in d ic e s ’

B a lan c in g  item , G, P 5 , 1.1 
B altic  E x ch an g e , 6.1 
B ank ing , 3.6, 6.1 
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B ran ch  p ro fits , 5.2
B ritish  g o v ern m en t foreign cu rrency  bonds an d  no tes, 8.3, 9.3 
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B rokerage, 3.6, 6.1
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C ap ita l tra n s fe rs , G, 1.1, 1.4 
C argo - d ry  an d  w et, 3.3 
C en tra l bank  borrow ing  from o v erseas  

m o n e ta ry  a u th o r itie s , 1.1, 1.4, 8.6, 9.6 
C en tra l M onetary  In s ti tu tio n s , G 
C ertifica te  of D eposit, G 
C h a rte red  S u rv ey o rs , 3.6 
C h a rte rin g  of sh ip s , 3.3 
c.i.f. G
C ity  warnings, 6.1
Civil av ia tio n , P 20 , 1.3, 3.4
C om m ission on UK im p o rts , 3.6
C om m odity tra d e rs , P21, 3.6, 6.1
C om m onw ealth  D evelopm ent C orpora tion , G, 8.5, 9.5
C om panies secu ritie s

o v erseas  in v e s tm e n t in , 8.3, 9.3 
C o n s ta n t p rices, goods an d  serv ices, 4.1 
C o n su ltan cy  firm s, 3.6 
C o n su ltin g  e n g in e e rs ’ e a rn in g s , 3.6 
C overage a d ju s tm e n ts  - v is ib le  tra d e , 2.1 
C u rre n t account, G 
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D irect in v e s tm e n t, G 

ea rn in g s , 5.1, 5.2 
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D isb u rsem en ts  - Sea tr a n s p o r t  3.3
- C ivil av ia tio n  3.4
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EEA loss on forw ard com m itm en ts, G, 1.1, 1.4 
E uropean  C om m unity , G, 2.2, 3.2 

sum m ary  of UK tra n sa c tio n s , 10.1
genera l governm en t tra n sa c tio n s  w ith  in s titu tio n s , 7.1,
10.2

E uropean  In v es tm en t B ank, 8.6 
E uropean  M onetary  S ystem , G 
E xchange control, G 
E xchange cover schem e, G, 8.5, 8.6
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E xchange  E q u a lisa tio n  A ccount, G 
E xchange  ra te s , 11.1
E x ch an g e  rese rv es  in  s te rlin g -see  u n d er 'S te rlin g  b a lan ces ' 
E x p o rt c re d it G,
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G eneral g o v ern m en t, G 
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In te rn a tio n a l Developm ent A ssociation, 8.6
In tergovernm ent loans, 8.6
In tervention  Board for A gricultural Produce, G
Investm en t - see ’D irect in v es tm en t',’Portfolio investm en t G
Investm en t tru s ts , 6.1
Invisibles, G

transac tions - see ’Services’, 'IPD ' and ’T ransfers '

Land transpo rt, 3.6 
Leads and Lags, G
Leasing by specia list finance leasing  com panies, 6.1 
L iabilities, G

sum m ary of UK ex terna l liab ilities , 1.1, 9.1 
Lloyd's

insurance, 6.1 
register of Shipping, 6.1 

Local au thorities, G 
borrowing, 8.6, 9.6 
deposits, 8.6, 9.6 
securities, ne t issues, 8.3, 9.3

M anagem ent and economic consu ltan ts , 3.6 
M ilitary expenditure and receipts, 3.2, 3.6, 7 
M iscellaneous financial in s titu tio n s, G 
M onetary sector, G

1

Public corporations, G
borrow ing abroad, 8.5, 9.5 
issues abroad, S.3, 9.3

R eim bursem ent by EC for NHS trea tm en t, P19 
R esidents, G
R evaluation  of a sse ts  and liab ilitie s , P53 
R oyalties, G, P23, 3.6

Scheduled T errito ries, G 
Sea tran sp o rt, P20, 1.3, 3.3 
Securities dealers, 6.1 
Services, G, 1.1, 1.3, 3.1, 4.1 

betw een related  com panies, 3.6 
Solicitors and b a rris te rs , 3.6 
Special D raw ing R ights, G 

allocation to UK, 1.1, 1.4 
in  official reserves, 9.6 
exchange ra te  w ith sterling , 11.1 
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S ubsid iaries, G

; «

, 3.2.3.6

, )

Navy, Army and Air Force In s titu te  (NAAFI), G, 2.1 
N et acquisition of loan and share  cap ita l-d irect invest, 8.2 
N on-interest-bearing notes, 8.1A, 8.6, 9.1 A, 9.6 
North Sea oil and n a tu ra l gas com panies, 3.6 
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O verseas studen ts, 3.6
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Portfolio investm ent, G 
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P rivate sector, G 
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U nder-recording of exports - visible trade, 2.1 
U nrem itted  profits, 5.2 
U nit tru s ts , 6.1
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commodity analy sis , 2.3 
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GOVERNMENT STATISTICS IN COMPUTER—READABLE FORM
via

THE CSO DATABANK
The Central Statistical Office’s Databank service offers regularly updated macro-economic
and related statistical data in computer-readable form.
The datasets available are: Updated

Economic Trends Monthly

National Accounts Quarterly Article Quarterly

Balance of Payments Quarterly Article Quarterly

Index of Production, Cyclical
Indicators and GDP(O) Monthly

Employment and Earnings Monthly

RPI/TPI and Producer Price Indices Monthly

Financial Statistics and PSBR Monthly

*G D P (0 ) updated quarterly

The data are supplied on magnetic tape
and the service is available to:

Host bureaux for incorporation in their client services
End-users who require the data for their own use.

Flexibility in service
Hosts may elect to receive specific datasets
End -users may purchase individual tapes

Further information on Databank content and charges can be obtained from the
Databank Manager, Central Statistical Office, Room 52A/4, Government Offices,
Great George Street, London SWIP 3AQ (telephone: 01-270 6386).
CSO does not offer direct on-line access to the data, but a list of host bureaux offering
this facility is available on request.
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CENTRAL STATISTICAL OFFICE PUBLICATIONS

fORM

-̂economic

ANNUAL
Annual Abstract o f S tatistics  -  has some 350 tables generally giving data for the last eleven years covering 
just about every aspect of economic, social and industrial life.

Social Trends — provides a valuable insight into the changing patterns of life in Britain. The chapters provide 
analyses and breakdowns of statistical information on population, households and families, education and 
employment, income and wealth, resources and expenditure, health and social services, and many other aspects 
of British life and work.

Regional Trends — with over 130 tables and 50 maps and charts, brings together a wide range of government 
statistics on the various countries and regions of the United Kingdom.

United Kingdom National Accounts — The CSO Blue Book is the essential data source for everyone concerned 
with macro-economic policies and studies and shows how the nation makes and spends its money. It is issued 
in early September and covers all aspects of the United Kingdom economy giving data for the last eleven years
or longer.

United Kingdom Balance o f  Payments — The CSO Pink Book is the basic reference book for balance of payments 
statistics, presenting all the statistical information, for the last eleven years or more, needed by analysts who 
seek to assess UK transactions with the rest of the world.

Key Data — with over 130 tables, maps and coloured charts covers a very wide range of social and economic 
data. Each table and chart is accompanied by a reference to sources.

J

MONTHLY

Economic Trends — a compilation of all the main economic Indicators liberally illustrated with charts and 
diagrams. The largest section gives time series and graphs over the last five years or so. It is the primary 
publication for quarterly articles on national accounts and the balance of payments as well as others commenting 
on and analysing economic statistics. The Economic Trends Annual Supplement contains long runs of annual 
and quarterly figures for the key series of economic indicators.

Financial S tatistics — gives data on the key financial and monetary statistics of the United Kingdom. Tables 
usually contain at least 18 monthly and 12 quarterly or 5 annual figures. The annual Financial S tatistics  
Explanatory Handbook contains comprehensive notes and definitions for the tables.

Monthly Digest o f Statistics — provides basic information on 20 subjects. Tables contain mostly runs of monthly 
and quarterly estimates for at least two years and annual figures for several more. The annual M onth ly  Digest 
o f Statistics Supplement o f  Definitions and Explanatory Notes gives definitions for items and units in the Digest. 
It also applies to corresponding items in the Annual A bstract and Regional Trends.

OTHERS

Guide to O ffic ia l S tatistics  (fifth edition) — an indispensible reference book for all users of statistics. Vital 
information about sources of government and important non-government statistics for the United Kingdom 
over the last five years are given.

United Kingdom National Accounts: Sources and M ethods  (third edition) — an essential reference book for
everyone who makes use of national accounts data. It contains details of the concepts, definitions, statistical
sources, methods of compilation and reliability of the various statistical sources which comprise the national 
accounts.

Statistical News — a quarterly journal providing a comprehensive account of current developments in British 
official statistics.

Standard Industrial Classification Revised 1980 — is a system of classification of establishments according 
to industry covering all economic activity.

Indexes to the Standard Industrial Classification Revised 1980 contains lists of characteristic activities for 
each heading of the classification as well as an alphabetical index of activities. The publication is also indexed 
to the previous 1968 classification and to the European standard industrial classification (NACE).

CSO publications are published by HMSO and available from the addresses given on the back cover.
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How much does the ‘C ity’ contribute to the United Kingdom’s overseas earnings? 
What are the total transactions with the rest of the European Community?
What are the United Kingdom’s overseas assets and liabilities? The answers 
a^e all in the CSO Pink Book, United Kingdom Balance o f Payments.

f

The Pink Book is the basic reference book for balance of payments statistics. It 
contains detailed information on visible trade, invisibles and capital transactions 
as well as sections on specific aspects of the balance of payments.

The Pink Book provides detailed balance of payments data for the last eleven 
years and summary figures for earlier years as well as full notes and definitions.

Quarterly data and articles on the balance of payments are published in the 
monthly Economic Trends.

T S
BOOKS

HMSO puDllcations are available from:

Publications Centre
(Mail and telephone orders only)
PO Box 276, London, SW8 5DT
Telephone orders 01-622 3316
General enquiries 01-211 5656
(queuing system in operation for both numbers)

HMSO Bookshops
49 High Holborn, London, WC1V 6HB 01-211 5656 (Counter service only) 
258 Broad Street, Birmingham, B1 2HE 021 -643 3740 
Southey House, 33 Wine Street, Bristol, BSI 2BQ (0272) 264306 
9-21 Princess Street, Manchester, M60 8AS 061 -834 7201 
80 Chichester Street, Belfast, BT1 4JY (0232) 238451 
71 Lothian Road, Edinburgh, EH3 9AZ 031 -228 4181

HMSO's Accredited Agents
(see Yellow Pages)

and through good booksellers

.  /
ISBN 0 11 620343 9
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