
Extracted from Economic Trends^ No. 138, April 1965.

More light on personal saving
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In the national income accounts, estimates of personal 
saving are obtained as the balancing item in the income 
and expenditure account of the personal sector. The 
figures relate not only to the saving of individuals, but 
also to that of unincorporated businesses, private trusts 
and non-profit-making bodies serving persons, such as 
charities and universities. They also include increases 
in the funds of life assurance and pension schemes, which 
are regarded as being the collective property of the policy 
holders and of members of the superannuation schemes.

It is well known that the estimates of personal saving 
are particularly uncertain as they are obtained as a small 
difference between two relatively large estimates, which 
are themselves subject to error. This is true of the 
year-to-year changes and of the absolute level of the 
estimates of personal saving. Alternative estimates can 
be made by aggregating the assets and liabilities acquired 
by the personal sector. Estimates of this kind for calendar 
years can be inferred from information which has been 
published for many years in the National Income Blue 
Book, and more recently for quarterly periods in Financial 
Statistics. But there has always been a big discrepancy 
between the estimates obtained in these two alternative 
ways. This discrepancy apf>ears as the ‘unidentified item* 
in the financial transactions account for the personal 
sector.

In the last two or three years, there has been a big 
increase in the information available about the financial 
transactions of the personal sector, particularly those 
with financial institutions. Comprehensive information 
is now available about deposits with and advances by 
the banking sector (that is, the United Kingdom offices 
of all domestic banks, discount houses and accepting 
houses and overseas banks). Up to 1962, the series 
available for the personal sector related to net personal 
deposits (deposits less advances) with the London clear
ing banks and covered persons only as individuals, 
excluding unincorporated businesses and farmers, shop
keepers and professional men when their accounts were 
known to be used for business purposes. The new 
information relates to the personal sector as a whole and 
is available for quarterly periods. The series is compiled 
by the Bank of England.

Other new series relate to deposits with hire purchase 
finance companies, loans and mortgages by insurance 
companies and loans made to local authorities. The 
latter series is based on quarterly returns provided by 
local authorities to the Housing Departments and the 
Central Statistical Office.

In spite of these additions to the information available 
about the financial transactions of the personal sector, a 
large gap remained between the two independent esti
mates of personal saving. The National Income Blue 
Book for 1964 (Table 51) revealed a gap of about £1,000 
million between the two estimates for the year 1963. It 
was always thought that a large part of this gap rep
resented sales of stocks and shares by the personal sector,
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which could not be identified. It is now possible to 
provide an indication, albeit a rough one, of the value of 
these sales, thanks largely to improved information about 
the financial transactions of each of the other sectors of 
the economy.

The result of the new calculations, which are described 
in the paragraphs below, is to reduce considerably the 
difference between the two independent estimates of 
personal saving. The two are compared below:

Alternative estimates of personal saving (̂ )
1963 Ii 1964 1963 11 1964

£ million
As a percentage 

of personal 
disposable income

Balancing item In personal 
income and expenditure 
account 1,723 1.922 8-0 8-4

Net acquisition of identified 
assets and liabilities 2,110 2,458 9-9 10*7

Difference' unidentified assets 
and liabilities and statistical 
discrepancy) 395 536 1-9 2-3

(*) Before providing for depreciation and stock appreciation and
additions to tax reserves.

Government marketable securities
Information is now available about transactions in 

government and government guaranteed marketable 
securities by the public sector, by the banking sector and 
other financial institutions and by non-residents (*). 
The difference between the aggregate of the sales of these 
different sectors and the aggregate of their purchases is 
equal to the purchases less sales of the other two sectors 
of the economy: industrial and commercial companies 
and the personal sector (^). Industrial and commercial 
companies are not required to give separate figures of 
their holdings of government securities in their published 
accounts, but it is thought that their holdings are 
relatively small. An analysis of the accounts of a number 
of large companies suggests that their holdings of 
government securities were little changed during 1963. 
If, for purposes of analysis, it is assumed that net sales 
or purchases by industrial and commercial companies 
were small during 1963 and 1964 and can be ignored, all 
the residual transactions can be attributed to the personal 
sector. On this basis, sates by the personal sector of 
government and government guaranteed marketable 
securities may have amounted to £236 million in 1963 
and £97 million in 1964. Details of the calculations are 
set out in Table 1.

(^) The sectors are defined as in the national income 
accounts.

(^) Strictly, an allowance should be made for dealers* 
margins; this is referred to later.
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The figures of sales by the personal sector are subject 
to several important qualifications. First, the assumption 
that net sales of government and government guaranteed 
securities by industrial and commercial companies are 
small in each period and can be ignored may be wrong. 
Second, sales and purchases of securities are not recorded 
on precisely the same basis. Cash paid for a block of 
stock will exceed the cash received by the seller by the 
sum of the commissions paid by the purchaser and seller. 
To this extent, the residual figure of sales attributed to 
the personal sector would be overstated (^). Third, the 
figures in Table 1 for the banking sector do not relate to 
cash transactions but to changes in nominal or book 
values, which may reflect capital gains or losses. Fourth, 
the figures of cash transactions for the various financial 
institutions and for non-residents are subject to errors 
of sampling and may not relate to precisely the same 
period in time.
Company and overseas securities

information about transactions in company and 
overseas securities is available for financial institutions 
and for the overseas sector, and quarterly figures are now 
published regularly in Financial Statistics.

For industrial and commercial companies the informa
tion available is not complete. Figures of capital issues 
(less redemptions) by companies whose shares are 
quoted on a United Kingdom stock exchange are com
piled by the Bank of En^and, but there is no compre
hensive information available about capital issues by 
non-quoted companies. Recently, some information has 
become available from a new analysis of company 
accounts, carried out by the Board of Trade (described 
in the February issue of Economic Trends^) but this 
covers less than 500 non-quoted companies. Another 
difficulty is that there is at present no comprehensive 
information available about changes in the holdings of 
marketable securities or of trade investments by industrial 
and commercial companies.

An important source of information is provided by 
the reports on bids and deals published in the daily press. 
These give details of companies* expenditure on acquiring 
subsidiaries and of mergers. The relevant figures are 
those relating to cash expenditure on acquiring businesses 
as going concerns. Businesses acquired by way of share 
exchanges are excluded but where the deal consists 
partly of a cash payment and a share exchange, the 
cash element is included. Not alt deals are reported in 
the press. If an allowance is made for cash expenditure 
on acquiring unincorporated businesses and for other 
cash deals not reported in the press, it is estimated that 
cash expenditure by industrial and commercial companies 
on acquiring businesses as going concerns, which operate 
in the United Kingdom, amounted to £156 million in 
1963 and £276 million in 1964. To these figures can be 
added estimates of the net acquisition of overseas share 
and loan capital by United Kingdom companies, which 
are included in the balance of payments accounts as a 
component part of private direct investment abroad. 
Net acquisition of overseas share and loan capital is 
estimated at £61 million in 1963 and £76 million in 1964.
(*) In the national income accounts. Jobbers and stock

brokers are classified to the personal sector. Changes 
in securities held by Jobbers are included in the figures 
for the personal sector.

It now becomes possible to obtain as a residue annual 
and quarterly estimates of sales of company and overseas 
securities and of unincorporated businesses as going 
concerns, by the personal sector. Details of the calcula
tion are set out in Table 2. Sales are put at £520 million 
in 1963 and £567 million in 1964.

These residual figures for the personal sector are 
shown as precise numbers, but they are intended to 
provide no more than a general indication of the amounts 
involved. They are subject to a number of important 
limitations.

The estimates of sales of company and overseas 
securities by the personal sector arc overstated to the 
extent that non-quoted companies make capital issues 
and to the extent to which companies receive cash from 
sales of shares held in companies which are taken over. 
They are also overstated because cash paid for securities 
exceeds cash received by the seller by the amount of 
commissions, etc., paî d and stamp duties. On the other 
hand, the figures of sales are understated to the extent 
that companies acquire securities by taking up capital 
issues of other companies and by making other trade and 
portfolio investments. In due course, it is hoped to 
provide estimates of some of these various items, which 
will lead to more accurate estimates of sales of securities 
by the personal sector.

An important advantage of the approach adopted 
here is that it does enable quarterly estimates of transac
tions in securities by the personal sector, as welt as 
calendar year estimates, to be made. When the quarterly 
estimates have been developed further, it is intended to 
publish them regularly in the quarterly financial accounts 
which appear in Financial Statistics.

Some information is available about changes in 
companies' holdings of marketable securities and trade 
investments from the analysis of balance sheets compiled 
regularly by the Board of Trade and published in 
Financial Statistics. The figures relate to large quoted 
companies which have a total income eqral to about 
half of that of all industrial and commercial companies. 
The latest estimates show that their holdings of market
able securities rose by £20 million and trade investments 
by £76 million during 1963 (^). These figures include 
investments in overseas share and loan capital and also 
in government and local authority securities and bills, 
and it will not be possible to use them until mi estimated 
breakdown can be made. Figures for the year 1964 are 
not yet available.

The calculations set out in Tables 1 and 2 show that 
sales of government securities and of company and 
overseas securities by the personal sector are estimated 
at about £700 million in each of the years 1963 and 
1964 (•). Against this may be set purchases by the per
sonal sector of unit trust units of £60 million in 1963 and 
£77 million in 1964.

(*)The figures do not relate to the calendar year 1963, 
but to a mixture of accounting years ending between 
April 1963 and April 1964.

(^) Estimates of sales of securities by the personal sector 
for calendar years have beer made by the Bank of 
England using similar methods. See Bank o f England 
Quarterly Bulletin, June 1964.
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The estimated figures of sales of securities by the 
personal sector are very large indeed. Some of these 
sales may be associated with the payment of death duties 
and with the breaking up of estates and some may be 
the counterpart of investment in new dwellings. Others 
may represent sales made by company directors and 
their associates when their businesses ‘go public’. The 
figures suggest that there is a steady switching from 
direct holdings of securities to indirect holdings through 
life assurance and superannuation funds, unit trusts, 
trustee savings banks (special investment departments) 
and other financial intermediaries. In this connection it 
is interesting to note that increases in the rate of growth 
of life assurance and superannuation funds in recent 
years have accounted on average for more than one half 
of the recorded increases in total personal saving.

The unidentified item
Table 3 shows that the unidentified item in the financial 

transactions account for the personal sector now amounts 
to £395 million in 1963 and £536 million in 1964. This 
includes as negative items unrecorded increases in the 
hire purchase debt of unincorporated businesses, trade 
and other credit received by the personal sector, and 
increases in cheques {less credits) in course of trans
mission. On the other hand, it includes as a positive item 
unrecorded acquisitions of local authority quoted 
securities. It also reflects errors in the national income 
accounts. One known error is that the accounts do not 
record any transfers from the company sector to universi-
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ties, charities and other non-profit-making bodies within 
the personal sector, because estimates of the amounts 
involved are not at present available. If these transactions 
could be recorded, the estimates of saving obtained 
from the personal income and expenditure account 
would be increased and the unidentified item correspond
ingly reduced.

The unidentified item shows a distinct seasonal 
pattern. The particularly large negative in the fourth 
quarter may be due partly to a seasonal increase in 
unidentified consumer credit (e.g. budget accounts, loan 
clubs, etc.) associated with increased spending at Christ
mas time. But the quarter to quarter movements in the 
unidentified item probably reflect, for the most part, 
differences in timing between the estimates of personal 
income and expenditure recorded in the quarterly 
national income accounts. A comparison of the quarterly 
movements in the residual error in the national income 
accounts with the corresponding movements in the 
unidentified item supports this view. In the first quarter 
of the year, the residual error is generally a large negative. 
In other words, the estimate of aggregate incomes 
exceeds the estimate of aggrepte expenditure. This 
corresponds to a positive unidentified item in the 
financial transactions account for the personal sector. 
Similarly, in the fourth quarter the residual error is a 
large positive, corresponding to a deficiency of income 
and to a large negative unidentified item in the financial 
transactions account.

Central Statistical Office
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APPENDIX

TABLE 1

Transactions in British government and government guaranteed marketable securities (*)
I  mithon

1963 1964
1963 1964

1st
quarter

2nd
quarter

3rd
quarter

4th
quarter

1st
quarter

2nd
quarter

3rd
quarter

4th
quarter

Public sector................................................................. 121 114 219 —  30 —100 32 63 123 15 — 87
Banking sector!*) — 12 —215 —140 18 66 44 — 112 — 76 -  73 46
Other financial institutions:

Insurance companies and superannuation funds 83 93 31 29 31 —  8 — 9 22 31 49
Other 37 9 27 2 12 — 4 15 12 11 — 29

Overseas sector 7 96 —  14 6 36 — 21 22 — 8 18 64
Personal sector (*) (residual) —236 —  97 —123 — 25 —  45 — 43 21 —  73 — 2 -  43

Acquisitions tr« recorded positive and sales negative. The sum of the figures in each column is zero. 
(*) Changes in book or nominal values.
(*) Including unidentified transactions by industrial and commercial companies.

Transactions in company and overseas securities (')
TABLE 2 £ million

Public sector . . •  %

Banking sector:
Capital issuesf*) 
Other transactions!’ ) a  4 a  • •  a

Other financial institutions:
Insurance companies and superannuation funds:

Capiul issues!*) ......................................
Ocher transactions 

Other:
Capiul issues!^)!*)
Other transactions

e  «

Industrial and commercial companies 
Capital issues!*):

Quoted companies
Other comoames

overseas share and loan capital !*) 
Cash expenditure on acquiring businesses as

going concerns (*) ........................................
Other transactions ........................................

Overseas sector

Personal sector (*) fresidual)

1963 1964

— 18

1963 1964

1st
quarter

— 2

2nd.
quarter

3rd
quarter

— 13 — 7

14

4th
quarter

1st
quarter

128 127 148

— 322 399 — 80 67 — 77
»  4

61 76

~  98 — 132

50 36
276

4  4 •  »

— 50 — 71 13 8

-5 2 0  -5 6 7 134 —143

79 88

•  •

37

—159 98

2nd
quarter

3rd
quarter

4th
quarter

— -  18

166 158 128

—110 —100 57
P 4

59 119 86

— 17 17 —

_131  — 171 — 167

! ' )  Acquisitions are recorded positive and sales negative. The sum of the figures in each column is zero 
!* ) Capiul issues less redemptions in the United Kingdom.
!*) Changes in book values.
[*) Excluding unit trust units.
*) Excluding expenditure by oil companies.
*) Including a small allowance for cash sales and purchases of unincorporated 

busineues as going concerns.
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Capital transactions of the personal sector
Annual estimates

TABLE 3

1960 1961

CAPITAL ACCO UN T
Personal saving(’ ) from income and expenditure account . , 1,370 1,733
/ess Taxes on capital .......................................................................................... —236 —259
Other capital t ra n s fe rs .......................................................................................... 51 61
/ess Gross fixed capital formation at home —756 —844
/ess Increase in value of stocks and work in progress — 97 — 92

Net acquisition of financial assets 332 599

FINANCIAL TRANSACTIONS A C C O U N T(*)
/ncreoses in certain financial assets:

Notes and coin(’ ) .......................................................................................... 51 49
Deposits with banking sector(*) ............................................................. 116 271

Shares and deposits with building societies 212 207
Deposits with hire purchase finance companies

4  4

National savings:
Deposits with trustee savings banks 

(special Investment departments) 55 66
Other deposits 53 47
Certificates and bonds 230 98

Tax reserve certificates 1 11
British government securities(®) 1

$  #

I

•  #

Local authority debt:
S h o rt- te rm ......................................................................................................... t  # 40
Long-term(‘ ) .........................................................................................................

4  t 139

Unit trust: units .......................................................................................... 13 7
Company and overseas securities(®) 4  9 9  9

Life assurance and superannuation funds 812 855
Miscellaneous short-term assets (net)(’ ) .............................................. ♦  ♦

/ncreoses in certain types of debt:
Hire purchase d e b t .............................................................................................................................................................................................................................................................. —  23 21
Advances from banking sector ♦  # ♦  ♦

Loans for house purchase:
Local a u t h o r it ie s .............................................................................................................................................................................................................................................................. — 42 —  65
Building s o c ie t ie s .............................................................................................................................................................................................................................................................. —240 —221
Insurance companies ...................................................................................................................................................................................................................... —  68 — 81

Loans from central government(®) —  4 —  5
Other loans and mortgages by financial institutions — 6 — 10

Unidentified items and statistical discrepancy —839 —830

Net acquisition of financial assets(^) 332 599

£ miltion

1962

517

372

1963

1.723
-308

86

78

580

1964

1,922
—307

106
—988
—129

604

34
4  t

17

—931

517

—395 —536

580 604

(^) Before providing for depreciation, stock appreciation and additions to tax reserves.
( ’ ) Acquisition of assets or reduction in iiabilities is shown positive, sale of assets or increase in liabilities negative.
(^) Changes in notes and coin held outside the banking sector are arbitrarily divided equally between industrial and commercial companies 

and the personal sector.
0 )  Up to 1962, the figures relate to personal deposits with /ess advances by London clearing banks.
(s) Includes certain unidentified transactions by industrial and commercial companies.
(^) Excludes quoted securities.
( ' )  The difference between estimated accruals of local authority rates and interest charges (the basis on which these items are entered in the 

national income accounts) and the corresponding cash payments.
( ')  Including loans to housing associations.

50

Perso'

IS

Shares; 
Deposi’

Nation;
Oepr

Othr 
Cert 

Tax re: 
British

Loola
Shor 
Long 

Unit tr 
Compa 
Life ass 
Miscell:

Iflcreoies 
Hire pi 
Advanc 
Loans/ 

Loal 
Build 
Insur 

Loans f 
Other I

Unidentif

') Before | 
*}Acquish 

Changes 
and the

*) Includes 
‘) Exclude 
')  The diff« 

national
w lf>cludin|

to



*j7,nd commertiil ton'pw'fl

these items
entered m

Capital transactions of the personal sector
Quarterly estimates

TABLE 3 (continue<0 L million

CAPITAL A CCO U N T
Personal saving(') from Income and expenditure account
less Taxes on capital
Other capital transfers
less Gross fixed capital formation at home
less Increase in value of stocks and work In progress . .

Net acquisition of financial usets

FINANCIAL TRANSACTIONS A CCO U N T{*) 
Increoses In certoln financial assets:

Notes and coin(’ )
Deposiu with banking sector •  •

Shares and deposits with building societies 
Deposits with hire purchase finance companies

»  f

0  » •  •

National savings:
Deposits with trustee savings banks 

(special investment departments) 
Other deposits . .
Certificates and bonds 

Tax reserve certificates . .
British government securitles(*)

Local authority debt: 
Short-term 
Long-term{*)

Unit trust: units . .

•  t 9  b

b 9  $

Company and overseas securitie$(M
fiLife assurance and superannuation funds 

Miscellaneous short-term assets (net)(*)

Increases in certain types o f debt:
Hire purchase debt
Advances from banking sector . .
Loans for house purchase:

Local authorities ........................................
Building societies ........................................
Insurance companies 

Loans from central government(^)
Other loans and mortgages by financial institutions

« ft q  b

•  •

•  q

•  «

Unidentified items and sutistical discrepancy ft 4

Net acquisition of financial assets(*)

1963 1964

l i t 2nd 3rd 4th
1

1st 2nd 3rd 4ih
i quarter quarter quarter quarter quarter quarter quarter quarter

1
534 , 415 456 318 667 525 386 344

-  79 ; — 70 — 78 — 73 — 86 -  76 — 73 -  72
17 23 24 28 22 26 30

— 162 — 219 -2 2 7 —235 — 223 -2 4 3 - 248 - 2 7 4
—  25 —  16 — 8 — 29 —  53 — 31 — 17 —  20

290 119 166 5 333 197 74 —

31 22

1!

—  30 13 30 10 1 64
—  91 104 135 220 —  73 166 140 223

133 125 132 164 123 121 106
2 3 2

1

3 6 4
i A a 

2
1 w  
11

32 32

111
1

34 35 45

1

35 34 35
63 ! 1 3 i 4 67 9 — 6 — 4
53 ! 19 23 1 19 20 46 46 31

—  24 i 8 6 ' 12 — 27 10 5 19
— 123 1 —  25

1

—  45 I —  43 21 —  73 —  2 — 43

6 10 ' —  1 7 14 9 6 50
IB 18 22 24 12 10 7 13
12 14 17 17 20 21 10 18

— 84 . — 134 — 143 — 159 —  90 —131 —171 —167
254 245 268 1 291 290 ! 285 295 275

—  49 31
1

—  41 1 62 — 46 38 — 47
11

66

13 — 17 —  22 —  24 —  8 — 27

1

— 29 — 25
—104

I

— 75 25 4
1

— 75 — 82 — 26 -  e

— 7 — 9 —  15 — 22 —  29 —  20 — 29 — 39
— 57 i — 103 — 130 —132 — 110 —148 —153 —135
—  9 —  8 — 10 — 7 — 12 — 10 — 13 i — 18
— 1 — 1 — 1 — 1 — 1 — 1 — 2 — 1
— 1 — 1 — 3 1

— 1 1 — 1 — 1 — 1

223 —115 — 53 — 450 132 — 76 —122 -4 7 0

290 119 166 5 333 197 74 —

( ')  Before providing for depreciation, stock appr«v..».v... . . . x  . u u . v v / m >  I  I  f t  C f t  .

(*) Acquisition of assets or reduction in liabilities is shown positive, sale of assets or Increase in liabilities negative.
(*) Changes in notes and coin held outside the banking sector are arbitrarily divided equally between industrial and commercial companies 

and the personal sector.
(•) Includes certain unidentified transactions by industrial and commercial companies.

!*) Excludes quoted securities.
•) The difference between estimated accruals of local authority rates and interest charges (the basis on which these items are entered in the 

national income accounts) and the corresponding cash payments.
(*) Including loans to housing associations.
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