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|ntroduction

h nuarierlv national accounts publication brings together recently published data on national and financial

UK Economic Accounts - tne

accounts and the balance of payme pcnnomic Trends.
Balance of Payments previously included m isconotm

Concepts, Sources

Kingdom. UK Economic Accounts replaces the articles on the National Accounts and
It contains two articles incorporating text, charts and tables.

uK national accounts were converted onto the European System of Accounts 1995 (ESA95).

widi effiect fropenifesapte number of BRAAGES 18 the teFmiRelegy and methadaiegy used in presenting and compiling the accaunis. In

This change
addition, constant price

Introduction to”*the

m Lhvies Kygdom N

have been rebased onto 1995 prices. A short description of the national accounts Is given In the
Kingdom National Accounts, the ONS Blue Book. More detailed information is available

concepts. Sources and Methods (TSO 1998) and an overview of the move to ESA95 is available
___Uolonr'o rf raox/inyiafiel 316 h d G areh atven gay MentQQ@ abtimiisnary Biw dA<d® the 1998 edition of the Pink

fiolT €S information on the financial accounts is in Financial Statistics and the Financial Statistics Explanatory Handbook.

Key Economic Developments: The third quarter of 1998
This article brings together a range of economic statistics on the
latest quarter and highlights key developments in the economy.

UK Economic Accounts: The third quarter of 1998

This article presents annual and quarterly estimates of national
accounts, including balance of payments. It includes charts and
tables showing output, expenditure and income approaches to
gross domestic product (GDP) and balance of payments.
Detailed analysis of households expenditure, gross capital
formation, imports and expons are shown together with accounts
of household sector income, corporations and general
government. Summary financial accounts for each sector are
also included. There Is an extended section covering the balance

of payments.

Appendix tables

The tables in the Appendix give series of quarterly figures and
quarterly and annual growth rates. The data in these tables can
be obtained In computer readable form via the ONS Databank
Service. For details see box below.

Comments
ONS 1Is keen to receive comments on this publication.
Comments should be sent to Jon Beadle, National Accounts

Division, D3/12, 1 Drummond Gate, London SWIV 20QQ. (Tel*
017L533 5938).

Internet address: jon.beadle@ons.gov.uk
Notes on the tables

1. Most quarterly data are available seasonally adjusted; those
not seasonally adjusted are indicated.

ONS Databank

appropriate four digit identifier e

discs, either 3VT' or 514" are wriften In
as LOTUS 1-2-3 or EXCEL

Drummond Gate, Uindon*"SWwVonMATAN  of charges may be obtained from Databank Marketing, B1/6, Office for National Statistics, |
5689. ONS does not offer direct on-line access for these

data but a list of host bureaux offering such

2. Rounding may lead to inconsistencies between the sum of
constituent parts and the total in some tables.

3. "Billion" denotes one thousand million.

4. There 1s no single correct definition of money.
Consequently, several definitions of money stocks are widely
used;

MO the narrowest measure consists of notes and coin
In circulation outside the Bank of England and
bankers' operational deposits at the Bank.

M2 comprises notes and coin in circulation with the
public plus sterling retail deposits held by the UK
private sector with UK banks and building societies.

M4 comprises notes and coin iIn circulation with the
public, together with all sterling deposits (including
certificates of deposit) held with UK banks and
building societies by the rest of the private sector.

5. DM - Deutschmark

6. ERM - Exchange Rate Mechanism

/. ERI - Exchange Rate Index

8. Symbols used
not available

nil or less than half the final digit shown

Indicates that the data has been revised since the
last edition; the period marked Is the earliest In
the table to have been revised.

Accounts may be obtained as part of the ONS Databank Service on disc or by e-mail. The

form) a much more comprehensive and . mf h# of the column or start of a row of figures. This enables users to obtain (in computer-readable
of long run macro-economic time series data than can be included in the publication. The
which can be loaded as spreadsheets and viewed using standard spreadsheet packages, such

onering such a facility Is available on request from the ONS


mailto:jon.beadle@ons.gov.uk

key economic developments
the third quarter of 19938

economic background

Markets and monetar>* developments

Monetary policy remained tight In the third quarter as interest
Ites were held at 1ViI per cent throughout. Although at their
September meeting the Monetary Policy Committee, having
decided not to change iInterest rates, did make a statement to the
effect that the balance of risks to inflation had shifted down

since their August meeting.

The trade weighted sterling exchange rate continued to
depreciate slightly over the third quarter, falling by 0.9 per cent
compared with the second quarter. The main source of
depreciation was downward movements against European
currencies. Chart 1 shows the quarterly exchange rate for
sterling against the ECU. It shows that, despite a recent fall, the
rate at the end of the third quarter remained at a level that was
seen just before the UK’s membership of the Exchange Rate
Mechanism between 1990 and 1992.

Chart 1
Sterling/ECU exchange rate

fuecu quarterly average
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The FTSE 100-share index fell very sharply into the third
quarter following the market turbulence iIn August and
September. The average level for the third quarter, at 5572, was

347 points below the second quarter, a fall of 5.9 per cent, see
Chart 2.

Chart 2

FTSE 100 share index

1984=1000 quarterly average

Broad money (M4) growth slowed for the fourth successive
quarter. Annual growth was 9.3 per cent In the year to the third
quarter. Narrow money (MO) also grew less strongly In the third
quarter, up 5.9 per cent over the same period.

Consumer credit, measured on a gross basis, rose to £34.2
billion into the third quarter, from £33.0 billion In the second
quarter. On a net basis lending, it also rose into the third
quarter, to £3.8 billion.

Prices and wages

Inflation remained subdued in the third quarter of 1998. Factory
gate figures began to show signs of falling prices. Output price
Inflation fell to an annual rate of 0.5 per cent in quarter three
compared with 1.0 per cent in quarter two. The annual rate of
output prices; excluding food, beverages, tobacco and petroleum
products, showed a fall of 0.1 per cent in quarter three.

Similarly, sharp falls In the prices of materials and fuels meant
Input prices fell by 9.3 per cent in the year to quarter three (a
fall of 4.2 per cent when excluding food, beverages, tobacco and
petroleum products). Chart 3 illustrates these low rates of

factory price inflation.



Chart 3

Producer prices
seasonally adjusted

year on year percentage
change months

Headline retail price inflation fell back to an annual rate of 3.3
per cent In quarter three, from 4.0 per cent In quarter two.
Excluding mortgage interest payments, annual growth in quarter
three was. at 2.5 per cent, on the government’s target. Splitting
the data between the service and manufacturing sector reveals
differences In inflationary trends. Inflation in the service sector
rose to 3.3 per cent in quarter three compared with 3.2 per cent
In quarter two. Inflation in the goods sector fell to 1.4 per cent In
quarter three, from 2.2 per cent in quarter two.

For the whole economy, the implied gross domestic product
deflator also showed a reduction in inflationary pressure; falling
to an annual rate of 1.8 per cent in quarter three, from 2.4 per

cent In quarter two.

Labour Market, productivity and unit wage costs

he labour market tightened further into the third quarter, with
employment growing and unemployment flat. The Labour Force
Survey showed that the labour force grew In the third quarter, as
Inactivity fell sharply, down 87,000 on the previous quarter. For
those active In the labour market, employment rose sharply over

the quarter. ILO unemployment was basically flat between the
second and third quarters, at 1.8 million.

Figures from employer surveys, on the other hand, show that
workforce jobs In quarter three, at 27,559,000, is roughly the
same as that recorded iIn the first quarter. Figures for the
manufacturing sector show a fall of 0.7 per cent comparing
quarter three this year with the same period last year. The

corresponding figure for the service sector shows an increase of
2.3 per cent.

Productivity in the manufacturing sector grew at an annual rate

‘he second
at an annual

tmer |17
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national accounts

Output and expenditure

In the third quarter, GDP grew by 0.4 per cent, compared with
the 0.5 per cent into the first and second quarters. An industrial
breakdown (gross value added at basic prices) shows that
manufacturing output fell by 0.1 per cent into quarter three,
construction output fell further into quarter three following a
sharp decline Into quarter two, after strong growth In the
previous two quarters, and services growth slowed. All
categories of services have weakened since 1997, although
transport, storage and communication and business services and
finance have remained strong.

GDP measured by expenditure shows a slowdown in household
final consumption expenditure In recent quarters, with the
annual rate of 2.6 per cent in quarter three below the recent peak
of 4.3 per cent in 1997 quarter four. Annual rates have slowed
sharply from recent peaks for most goods components, although
In services the quarter three annual rate of 4.6 per cent remains
at a higher rate than has been seen since 1989. Capital formation
figures show continued growth In business investment but there
IS evidence of reductions In private sector construction of
dwellings. The latter figure falling by 2.2 per cent between the
third and second quarters. Net trade made a large negative
contribution to GDP growth following, In particular, reductions
In export levels to non-EU countries.

Sectoral accounts

Overview

Financial companies increased funds available for other sectors
by lending £4.7 billion in the third quarter - a record since the
series started in the first quarter of 1987. Households and
NPISHs also lent funds of £2.1 billion In the third quarter and
Government produced a surplus, of £1.0 billion - the first since
the final quarter of 1989. The main sector to absorb these funds
was private non-financial companies, which borrowed on the
largest scale since the economic slowdown at the beginning of
the 1990s, at £4.5 billion. The UK also loaned funds of £2.5
billion to the Rest of the World in quarter three - continuing a
pattern of that began at the end of 1996.

Sector accounts mcurrent transactions

Following growth of 2.7 per cent In the previous quarter,
households’ gross disposable income was almost stationary In
quarter three - expanding by only 0.1 per cent. The annual
growth rate decreased, from 2.9 to 2.3 per cent. The annual rate
may be a better guide to the underlying trend - the introduction
of self assessment in the second quarter of 199/ has exaggerated
recent quarterly movements. The first tranche of payments
under the new tax regime fell in the first quarter of 1998 and the
knock-on effect may take some time to fully unwind.

Households’ participation in the labour market produced a
greater contribution to consumers’ resources In quarter three -
although the rate of increase slowed. Wages and salaries, which
account for approximately half of households’ pre-tax resources,
grew by 1.1 per cent in quarter three and by 6.3 per cent on the
year before, down from 1.6 per cent and 7.3 per cent



respectively, in quarter two. It should be noted that due to
suspension of the average earnings Iindex, data for wages and
salaries In quarter three are less firm than usual, and this means
that key economic indicators in the household sector account are
also less firmly based.

The flow of resources to households from increased labour
market participation, in quarter three, was partly offset by
reduced net property income, due to lower dividend receipts and
a lareer outflow of net interest. Lower dividends are thought to
reflecLs companies delaying dividend payments until after
advanced corporation tax (ACT) is abolished in April 1999,
Other factors such as: increased wage pressure; high interest
rates and sterling’s strength may also have had an effect.

Real household disposable income, which is calculated using the
household final consumption deflator, fell by 0.3 per cent in the
latest quarter, and grew by only 0.7 per cent In the year to
quarter three. Real disposable Income growth has been
particularly weak In 1998, annual growth In the first three
quarters of 1998 was in the range 0.5 - 0.7 per cent - the lowest
growth rates since the second quarter of 1994. This, combined
with higher consumption, caused gross saving to fall by £0.8
billion In quarter three, to £10.5 billion. Consequently, the
saving ratio fell from 7.7 to 7.2 per cent.

The gross operating surplus of the corporate sector fell for the
second consecutive quarter In quarter three, down by 0.6 per
cent. Four-fifths of this surplus Is accounted for by the gross
trading profits of private non-financial companies; which fell for
the third quarter in succession, to £37.1 billion - £6.1 billion
below its recent peak in the final quarter of 1997. Profits of UK
continental shelf companies responded to lower oil prices in the
third quarter and fell by 3.9 per cent.

The burden on private non-financial companies of higher wages
and Interest payments in quarter three was alleviated by the 18.8
per cent fall In dividends payments; and, as a result, net
borrowing fell by £1.0 billion, to £4.5 billion. As Chart 4
shows, growth in compensation of employees of 1.2 per cent In
the third quarter boosted household’s resources at the expense of
corporate profits.

Chart 4

Distribution of GDP

percentage of GDP
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Financial companies made available the bulk of funds for other
sectors In the third quarter - a record £4.7 billion. The sector’s
total resources fell slightly, but this was more than offset by a
sharp fall in uses as corporations distributed less of their income
via dividends. The usual outflow of reinvested earnings on direct

foreign Investment in the UK was reversed In quarter three, as
funds were sent from abroad to cover the losses of foreign-
owned subsidiaries In the UK. At the same time, the flow of

reinvested earnings iInto the UK from UK-owned subsidies
abroad, increased by £0.5 billion to £1.2 billion

Central government recorded a surplus, of £1.2 billion, In the
third quarter - the first since the final quarter of 1989. Strong
growth In taxes on iIncome boosted Central Government
resources, while payments of social benefits and other current
transfers saw relatively modest growth. Borrowing by local
government increased by £30.0 million to £174.0 million.

The UK loaned funds of £2.5 billion to the Rest of the World In
the third quarter. The Rest of the World’s deficit on the current
external balance was the main reason for borrowing —capital
transfers had relatively little impact. Property income paid
abroad by the UK fell sharply in quarter three as dividend

payments and reinvested earnings on direct foreign investment
fell.

GEOFF TILY AND

DERMOT RHATIGAN
MACRO-ECONOMIC ANALYSIS
geoff.tily @ons.gov.uk



economic accounts

THE THIRD QUARTER

_ P «ntc TiK national accounts, including balance of

were first released on 21 December 1998.

GROSS DOMESTIC PRODUCT

GDP at current and constant prices (Table Al)

Gross domestic product (GDP) at constant 1995 market prices m
the third quarter of 1998 was 0.4 per cent higher than the previous
quarter and 2.3 per cent higher than the third quarter of 1997.

GDP has now exceeded its peak in the second quarter of 1990 by
17.0 per cent. GDP has risen for the twenty-fifth successive
quarter and iIs now 20.3 per cent above its trough of the second
quarter of 1992. GDP at current market prices - money GDP -
Increased by 1.1 per cent between the latest two quarters to reach

a level 4.1 per cent higher than a year earlier.

The 1mplied GDP deflator rose by 1.8 per cent In the latest
quarter compared with a year earlier. The gross domestic final
expenditure implied deflator showed growth of 1.8 per cent over

the latest four quarters.

Gross national disposable income, which measures the real income
of the United Kingdom, rose by 3.4 per cent between the second
and third quarters of 1998.

Chart GDPI
Gross domestic product at constant market prices

£ billion seasonally adjusted

1998

Expenditure components of GDP (Tables A2, A7, A8,
A9, and AlO)

Between the second and third quarters of 1998, gross domestic
expenditure at constant prices rose by 0.8 per cent. There was a
rise of 0.3 per cent Iin households' final consumption expenditure,
equivalent to a rise of 0.2 per cent in GDP. Gross fixed capital
formation rose by 1.1 per cent and there was a rise of 0.2 per cent
In general government final consumption. Inventories increased In
the third quaner of 1998 by £1.2 billion. The deficit in net exports
rose from £4.4 Dbillion In the second quarter to £5.3 billion iIn the

latest quarter.

Households' final consumption expenditure (Table AT)

Households' final consumption at constant 1995 prices rose by
0.3 per cent between the second and third quarters of 1998.
Spending on durable goods fell by 0.9 per cent on the previous
quarter; within this there was a 2.8 per cent fall in spending on
vehicles. Spending on non-durable goods fell by 0.5 per cent,
Including a 1.5 per cent fall in expendimre on alcohol and tobacco.

Spending on services rose by 1.4 per cent, including a rise of 3.8
per cent In expenditure on catering. Other services, which
Includes expenditure abroad, rose by 1.4 per cent.

Chart GDP2

Households’ final consumption expenditure at

constant 1995 prices

£ billion seascKially adjusted



Gross fixed capital formation (Table AS8)

Tool gi\'«s fixed capiul formation at constant 1995 prices rose by

1.1 per cent between the second and third quarters of 1998.

The analysis by Ope of asset between second and third quarters of

1998. shows that investment in dwellings fell by 1.5 per cent and

on transport equipment by 0.7, while Investment on other
machiner> and equipment rose by 0.4 per cent and Investment in

other buildings and structures rose by 4.1 per cent.

Business investment rose by
1998 and general government

Chart GDP3
Gross capital formation at constant 1995 prices

il Kf seasonally ai*ustcd

1992 1993 1994 1995 1996 1997 1

Changes In inventories (Table A9)

In the third quarter of 1998 inventories rose by £1.2 billion
(seasonally adjusted and at 1995 prices). There were Increases iIn
most Industries, In particular manufacturing and retail trades.

Exports and Imports of goods and services (Table AlO)

Seasonally adjusted and at constant 1995 prices the deficit in net
exports rose from £4.4 billion in the second quarter of 1998 to
£5.3 billion In the third quarter: exports fell by 0.3 per cent while
Imports rose by 1.1 per cent over the quarter.

Gross Value Added by industry (Table A4)

The output of the production industries rose by 0.1 per cent in the
third quarter; within this manufacturing fell by 0.1 per cent;
electricity, gas and water supply rose by 1.3 per cent and mining
and quarrying showed a rise 0f 0.2 per cent. There was an fall of

0.6 per cent in construction, while output of the service industries
rose by 0.8 per cent.

Within services, growth in the latest quarter was strongest within
transport, storage and communication and business services and

finance.

Income components of GDP (Table A3)

In the latest quaner there was a rise of 1.2 per cent In
compensation of employees. The gross operating surplus of
corporations fell by 0.6 per cent, while other components of
domestic iIncome rose by 3.8 per cent. This meant that GDP at

current market prices rose by 1.1 per cent between the second and
third quarters of 1998.



revisions analysis (TABLE AG)

have been minor revisio changes to components.
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weaker at the start of 1998.

GDP analysed by output categories at constant prices

Growth in output of the construction industries has been revised
upwards In 1997 as a consequence of reassessment of data and

rebasing on to 1995 prices.

Growth iIn service as a whole is largely unchanged in 1997 but
there have been upward revisions to transport and storage anc
business services while wholesale, retail and repairs, hotels anc
restaurants, post and telecommunications, and government anc

Other services have been revised downwards.

GDP analysed by expenditure categories

Households expenditure has been revised downwards by £1.7bn In
1997. Annual growth is now 4.0 per cent (down from 4.4). This
downward revision in 1997 reflects the reweighting of retail sales
components. In addition there are downward revisions to
expenditure on alcohol and tobacco reflecting new data from the

alcoholic drinks Industry.

Gross fixed capital formation has been revised upwards by £647m
In 1997, partly reflecting new estimates of construction output.
Annual growth Is now 6.6 per cent above 1996, revised from 6.1
per cent. Consequently estimates have also been increased in 1998.

Throughout 1998, growth In the exports of goods has been revised

downwards while imports of goods have been increased, following
a reassessment of deflators.

Exports of trade In services have been raised in 1997 mainly
reflecting new data from the ONS Overseas Trade In Services

Inquiry. EXports rose by 10.3 per cent, revised up from 9.1 per
cent.

GDP analysed by income categories at current prices

Estimates of compensation of employees are largely unchanged In
1997, upward revisions to wages and salaries largely from higher
employment are offset by lower employers’ social contributions.

The operating surplus of private non-fmancial corporations has
been revised down by £1.8bn in 1997, following a reassessment of

data Growth m 1997 compared to the previous year is now 3.8
per cent, revised down from 4.8 per cent.

10



the sector accounts
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Gross domestic pa>ducl In the United Kingdom grew, on a
quarterly basis, by 0.4 per cent In the third quarter of 1998,
having risen by 0.5 per cent in the previous period. Although
aggravated by the financial turmoil In south east Asia the UK
economy appears to be experiencing its own retrenchment. In
this penod consumer confidence and the UK stock market fell
amidst Increa.sed worldwide volatility In equity markets (see
chart SAI). Hitherto the household sector has been buoyant but
total household income showed only a small increase following a
sharp fall in its receipts of company dividends and an increase In
taxes on incomes. Therefore, household sector Incomes were
more affected than expenditures (despite household and NPISH
consumption expenditure slowing) which produced the fall in the
saving ratio.

Chart SAI

FTSE 100 and EC/Gallup consumer confidence

Percentage change quarter on quarter not seasonally adjusted
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The private non-financial sector account itself reflected

Increasingly weaker economic conditions worldwide. A classic
business cycle has apparently ensued: as export sales to Asian
markets slowed, inward direct investment fell and Inventories
rose, gross trading profits fell to their lowest level since 1994.
Moreover, with base rates higher net iInterest payments
Increased, as did taxes on income. Dividend payments, however,
fell considerably which culminated in a lower net borrowing
requirement than in the previous quarter.

Households’ sector

Total household income (both primary and secondary incomes)

was £206.4 billion in the third quarter of 1998, an increase of
0.7 per cent on the second quarter.

Total primary income rose by 0.5 per cent over the quarter. Total
compensation of employees, the main source of Income,
Increased by 1.2 per cent in the third quarter the smallest rise

since the third quarter of 1996 (see chart SA2). Within
compensation of employees, wages and salaries rose by 1.1 per
cent and employers’ social contributions by 1.2 per cent.
However, estimates ot wages and salaries arc less firmly based

than usual as a consequence of the suspension of the average
earnings index.

Chart SA2

Compensation of employees

Percentage change quarter on quarter Seasona”y adjusted

0.5

1993 1994 1995 1996 1997 1998

Gross operating surplus iIs estimated at £11.5 billion in the third
quarter, and mixed iIncome (the Income of sole traders) Is
estimated at £11.2 billion. Taken together, these series rose by
0.7 per cent In the third quarter.

Gross property income received fell by 2.1 per cent between the
second and third quarters. Interest received on bank and building
society deposits, national savings and other savings accounts
amounted to £7.0 billion, a fall of 1 per cent.

Company dividends received (including dividends on unit trusts)
fell by 11 per cent to £3.6 billion, the lowest for six quarters.
There Is some evidence of companies delaying dividend
payments until after advance corporation tax (A(2T) Is abolished
In April 1999. Withdrawal of income from quasi-corporations
was estimated to have fallen by 2.3 per cent to £5.8 billion.
Allribuied property income of insurance holders was unchanged,
at £13.2 billion.

Total property income paid rose by 0.9 per cent over the quarter.
Interest payments on loans outstanding rose slightly to £12.8
billion, which partly reflected a small increase In Interest rates
payable on loans (the full effect of the one quarter of one per cent
rise in interest rate introduced on 4ih June did not come through
until the third quarter).

Within the secondary distribution of income account, social
benefits other than social transfers in kind rose by 2.4 per cent to

£43.0 billion (this covers both state pensions and other benefits
received from central government and pension funds). Other



current transfers received (net of transfers paid out) fell by 2.6

per cent to £7.4 billion
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“ contributions increased by 2.5 per cent to £33.3 billion.

Consequently household disposable income rose by just 0.1 per
S th e third quarter to £142.6 billion. The year on year rise

of 2 3 per cent Is the smallest annual growth rate since the first
quarter of 1967. However, this growth rate was not altogether
bwer than growth rates experienced In 1994" Growth rates

during 1998 have been greatly affected by higher paymen
taxes largely reflecting the introduction of self-assessment.

With the households’ final expenditure deflator rising by 0.4 per
cent in the third quarter compared to the previous quarter, real
household disposable income fell by 0.3 per cent (see chart SA3)
over the quarter. The annual growth rate of 0.7 per cent Is the

lowest since the second quarter of 1994.

Chart SA3

Real household disposable income

Percentage change quarter on quarter seasonally adjusted

1993 1994 1995 1996 1997 1998

Household and NPISH consumption expenditure rose by 0 8 per
cent over the quarter to £135.7 billion. The year on year rise of
4.1 per cent is the lowest since early 1969. Consumer sentiment
deteriorated sharply during the quarter, partly due to very small
growth in disposable income. Another factor was that the value
of households’ wealth holdings fell in the third quarter as the

Inancial cnsis that began in the Far East in 1997 took its toll on
UK slock market prices.

u" 7etsAption expendlture the

rise of
per cent In

rise of 0,8 per cent stlll exceeded the growth of 0.2
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Chart SA4
Saving Ratio
Percentage seasonally adjusted
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Seasonally adjusted, total household final consumption

expenditure In the third quarter of 1998 stood at £130.9 billion,
up £1.0 billion or 0.8 per cent on the figure for the second
quarter and 4.1 per cent up on the same period a year earlier.
Spending on durable goods actually fell into the third quarter
with declining consumer spending on cars. Spending on non-
durable goods also declined with falls being recorded for food,
alcohol and tobacco, energy and other goods. Spending on
services held up though with an increase into the quarter of £1.1
billion or 1.8 per cent which represented an increase on the same
period a year earlier of 7.0 per cent.

Total changes in liabilities and net worth - saving plus capital
transfers less capital transfers payable - was £10.9 billion In the
third quarter, 6.4 per cent lower than In the second quarter.
Gross fixed capital formation also fell, by 3.8 per cent, from the
record high In the second quarter, to £8.5 billion In the third
quarter. As a result net lending of the household sector was £2.1

billion, seasonally adjusted, In the third quarter.

On a non-seasonally adjusted basis the estimate of net borrowing
from the accumulation account in the third quarter was £293
million, that iIs, unusually the household sector borrowed funds
and - overall - had no spare funds to invest on financial assets.
However, the total financial transactions identified (now called
net lending from the financial account) suggest that the
household sector did actually invest about £5 billion In net
financial assets during the quarter. The discrepancy between the
two accounts’ net borrowing estimates represents the balancing
item (statistical discrepancy) for the household sector.

Sterling deposits with banks In the third quarter were £2.2
billion, only about half of the second quarter level whilst
building society deposits were £2.7 billion, about the same level
as In the second quarter. Investment in mutual funds fell back
from the high second quarter level to a more normal investment
level of £786 million In the third quarter. There was an



rslimatcd disinvc.stmcm of £4.3 billion in quoted shares In the
third quarter, possibly reflecting a need to liquidize some assets.
The net equity of households in life assurance and pension fund
lescr>es (the technical pnnision against outstanding risks)
Increased In the third quarter to £11.0 billion compared with
£Q,3 billion In the second quarter of 1998 (shown in chart SA14).

Net new borrowing amounted to £9.3 billion, with new mortgage
bombing of £7.9 billion (net) at its highest level since 1990.
New unsecured loans from banks of £3.2 billion was also at a
high level. These additions to liabilities were partially offset by a
reduction of £1.8 billion In trade credit liabilities.

Private non-financial corporations (PR)

Gross Operating Surplus

The gross operating surplus of private non-financialJ corporations was
£41.2 billion In the third quarter of 1998, a 0.2 per cent decrease on
the pre\-ious quaner (see chart SA5). Gross trading profits decreased
by 0.3 per cent to £38.5 billion. Rental income rose 0.6 per cent to
£2.7 billion.

Private Non”financial Corporations Gross Trading Profits

Private non-financial corporations gross trading profits, before
subtracting appreaaiion of inventories, increased by 1.9 per cent In
the third quarter of 1998, but fell 0.3 per cent when including
INNentory appreciation.

Chart S.\5

Gross operating surplus of private non-financial
corporations

£ billioD seasonally adjusted

Ctmtinental Shelf (Corporations

Estimates of the gross trading profits of United Kingdom continental

shelf companies fell by 3.9 per cent compared with the previous
quaner, their fourth successive fall. Profits are now at their lowest
level since 1994. Qil rntinnprt tn falling 4.2 DOr cent

mIiICurbl le increased

Ae -Th Kk effects and lower economic activity In
J*a. This has led OPEC to agree to a global production cut of about
three per cent in late June.

Others

T”e gross trading profits of other (i,e,, apart from the continental

Shelf companies) pnvate non-financial corporations increased by 12
per cent in the third quarter.

The World Cup, which straddled the second and third quarters, has
not had a large effect overall on corporate profits. In some industries,

such as gambling or advertising, there have been Increases whereas
In others, such as travel agents, there was less demand.

Exporters’ profit margins have been affected by the appreciation of

sterling over the last two years. It depreciated slightly in the latest
quarter.

Sales volumes to Asia appeared unaffected up until the second
quarter of 1997 but slowed markedly in the second half of the year
and have continued to drop in 1998. Competition for export markets
has intensified while Asian imports have been cheapened. This
followed a spate of currency devaluations in the Tiger’ economies,
and the economic difficulties of this region have led to the
cancellation of a number of inward Investment projects in the United
Kingdom, which probably affected the profits of local companies that
would have gained from the multiplier effects of new business
generated.

Chart SAG
Gross saving and gross fixed capital formation

£ billion seasonally adjusted
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However, the effect of the earlier appreciation of sterling may be seen
In the latest quarter trade volumes with both European Union and
non-European Union regions showed an increase in imports and

decrease In exports.

13



profit margins

n,c growth in compensation of employees at 1.2 per cent in the third
quarter, Is also holding down corporate profits.

The profits of privatised private non-financial corporations increased
by 2.8 per cent compared to the previous quarter.

Inventories showed a small increase In stock values for the third
quarter following the £0.4 billion fall in the second quarter.

Gross Domestic Product

The decline In profits contributed to constant pnce gross domestic
product (at market prices) growth slowing to 0.4 per cent In the third
quarter. There was constant price growth in the value added (at basic
prices) of services (0.8 per cent, of which post & telecommunications
grew by 2.1 per cent), production was flat (of which manufacturing
decreased by 0.1 per cent) and there was a 0.6 per cent decline In

construction activity.

Allocation of Primary Income Account

Private non-financial corporations net payments of property income
fell 15.9 per cent to £15.3 billion In the third quarter. Payments were
lower than the previous quarter, whilst receipts remained flat.

Private non-financial corporations interest payments were 4.0 per
cent higher in the third quaner at £7.9 billion. Interest rates rose by a
quarter of one per cent In June, which led to Increased Interest
payments on bank loans.

Private non-financial corporations dividend payments were £12.4
billion In the third quarter, a fall of 18.8 per cent.

There Is some evidence of companies delaying payments until after 5
April 1999, when Advanced Corporation Tax (ACT) Is to be
abolished. Companies with overseas income are increasingly using
foreign income dividends instead of conventional dividends, as these
avold the new surplus ACT that will come iInto effect after the
abolition. Companies had previously wanted to pay foreign income
dividends but tax-exempt recipients had exerted sufficient pressure to
maintain a conventional dividend on which they could claim a tax
credit. With the removal of tax credits that pressure no longer exists.

Dividend payments accounted for 46.3 per cent of the remaining
Income (I.e., total income less interest payments and tax) of private
non-financial corporations. Although lower than the previous quaner,
the average for 1998 is similar to the high average 1997 figure. In the
ey stages of the recovery from the previous recession of the early
reducing liabilities such as bank loans.

1 h debt at more manageable levels and some companies having

arge cash surpluses, distributions to shareholders had been

A buy-backs
thp? “ dividend payments
sht*ehTdel to

“ nporations dividend receipts were, at £5 7

£5.7 billion. A A N quarter to reach
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Private non-financial corporations reinvested earnings on foreign
direct Iinvestment (income earned but not remitted by foreign
companies with United Kingdom parents) were a record £4.1 billion
In the third quarter of 1998, 44.4 per cent higher than the previous
quarter. This offsets a substantial drop In dividends returned to the
United Kingdom.

Private non-financial corporations uses of reinvested earnings on
foreign direct investment (United Kingdom companies with foreign
parents not repatriating money) were little changed at £2.0 billion In
the third quarter of 1998.

Private non-financial corporations payments of rent on land & sub-
soll assets dropped to £0.1 billion In the third quarter of 1998. This
was due to lower than usual third quarter payments of oil royalties &
licence fees.

Balance of Primary Income

With dividend payments falling, the balance of primary income for
private non-financial corporations increased to £25.8 billion In the
third quarter of 1998, a rise of 12.2 per cent on the previous quarter.
In this period this figure represented 12.0 per cent of the United
Kingdom's gross national income.

Secondary Distribution of Income Account

Payments of taxes on income by private non-financial corporations
were £6.3 billion, a 13.9 per cent increase on the previous quarter.
The Increase came from mainstream corporation tax payments. By
contrast, petroleum revenue tax fell by £0.1 billion a reflection of the
currently depressed conditions of this sector. In October 1997 the
Chancellor of the Exchequer announced plans to overhaul
Corporation Tax in April 1999. It is planned to abolish ACT and
Introduce quarterly mainstream corporation tax.

Private non-financial corporations gross disposable income was
estimated at £19.4 billion in the third quarter of 1998, an 11.7 per
cent increase on the second quarter.

Capital Account

The proportion of primary income being retained by private non-
financial corporations for capital expenditure and financial
Investments In the third quarter was 35.9 per cent - its highest rate
since the first quarter of 1997.

Gross Fixed Capital Formation

Gross fixed capital formation by private non-financial corporations
rose by 1.9 per cent in the third quarter of 1998.

In the third quarter changes in inventories showed stock-building of
£1.6 billion, this followed on from stock-building of £1.0 billion In
the second quarter. However, Increases were recorded at constant
prices for slocks of retailers’ and of manufacturers’ finished goods
while there was little change among stocks for wholsalers’.

Net Lending or Borrowing

The seasonally adjusted net borrowing (i.e., a financial deficit) of
private non-financial corporations in the third quarter of 1998 was
£4.5 billion, the sixth consecutive quarter of net borrowing. Although
due to the lower dividend payments this was less than the £5.5 billion

second quarter net borrowing (see chart SA7).



Chart SA7

Net lending/ borrowing of private non-financial

companies
£ billion scasonalK' adjusted
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Financial Account

The financial account is not seasonally adjusted. P
corporations total financial transactions were -¢3s.
quarter o ¢ 1998. The net borrowing from the ¢
ftinded by issuing bonds and through an increased

Holdings of bank oenificaies of deposit increase
the third quarter, bringing the total value held
highest since the second quarter of 1990.

Private non-financial corporations increased Investments In bank
deposits by £2.0 billion In the third quarter of 1998; of which £0.6
billion was held by United Kingdom banks and £1.4 billion with rest-
of-world institutions.

British Petroleum agreed a reported £30.3 billion take-over of Amoco
(U.S.A.), subject to regulatory approval, which would create the
world's biggest industrial merger. This will be financed by the issue
of shares worth forty per cent of the value of the new company to
Amoco shareholders. The fall in oil prices Is expected to lead to
further consolidation in this industry. Shell and Texaco were

planiung to merge their European oil refining and petrol station
businesses.

Cable and Wireless pic acquired the internet business of MCI
(U.S.A.) for £1.0 billion. MCI disposed of the business as part of Its
take-over by WorldCom (U.S.A)).

British Telecommunications sold its twenty per cent stake in MCI
(U.S.A.), built up during its abetted take-over bid, to WorldCom
(U.S.A.) for £4.2 billion in September 1998. This shows up in the
financial account as a sale of rest-of-world share assets. The mcHiey
received was utilised in various financial instruments.

o D N ~“ s™niption of debt)
from IXimimon Resources (U.S.A.). The American owners of London

Electncnty m ¢« Seeboard, Entergy and Southern respectively, were
also reported to be looking for buyers.

fnd*RnY £t T _ corporation)
Bnttsh Amencan Tobaa-o. This separated BAT Industries

obaccx) substdianes, some of which are iInvolved In American
hti“tion, from its financial services subsidiaries such as Eagle Star

and “hed Dunbar. There were no financial flows for the private
non-finanaal exHporations sector as a result of the demerger.

Zurich, now a financial
corporation, merged its subsidiaries with those of Zurich Insurance
(Switzerland) into a Swiss holding company.

Other events which occurred during the third quarter included:

Nomura (Japan) making an agreed £1.0 billion
bid for Thom:

Enron (U.S.A.) making an agreed bid for
Wessex Water;

cosmetics group Yardley being put into
receivership;

British Airways announcing plans to link
Heathrow and Gatwick airports by a Eurostar

service (it will, in partnership with National
Express, be taking over the London-Paris
Eurosiar service in early October) by upgrading
existing track;

British Telecommunications predicting that by
2002 its wires will cany more internet data than
voice traffic, the cunent proportion being ten per
cent;

BSkyB making an agreed £0.6 billion bid for
Manchester United,;

Akzo Nobel (Netherlands) buying Courtaulds
pic for £1.8 billion;

the British Broadcasting Corporation launching
its BBC Choice digital channel,;

the introducion of competition into four areas of
electricity supply in mid-September.

Financial Balance Sheets

The private non-financial corporations balance sheet showed
liabilities of shares & other equity of £1,259.4 billion at the end of
the third quarter, a decrease of 13.2 per cent on the end-second
quarter record figure as world slock markets fell during the quarter.

Total financial liabilities were £1,937.8 billion compared to total

financial assets of £648.8 billion.

The balance sheet for liabilities of UK quoted shares decreased by
about £12 Dbillion due to the reclassification effect of the BAT
Industries demerger. Rest-of-world other equity assets decreased by
about £3 billion due to the reclassification of BAT Industries

subsidiaries.

The effect of a one per cent change in interest rates on private non-
financial corporations' finances Is estimated to be around £0.7 billion
In a full year, based on holdings at the end of the third quarter.

Statistical Adjustment Items

The net borrowing or lending from the capital account should
.U___nnni tn thp total financial transactions recorded In



_ r Th,- difference between the two Is the statistical
the finanaal account. * g"f AN | ?he

adjustment Item
accounts.

Tlte statistical adjustment item for private non-financial corporations
UL~ ~£1.2 billion in the third quarter of 1998" To tmprove the

cpntatinn of the central government account an adjustment of £0.4
billion was added to the accruals adjustment for central government
final consumption. This reduced the size of the pnvate non-financial

corporations figure. The revised first and second quarter figures were
fITbillion and £3.9 billion respectively, bnngmg the annual total for

1998 so far to £7.0 billion.

Financial corporations

Income and Capital Account

As shown iIn chart SA8, financial companies’ gross operating
surplus (B2.g) was slightly lower In the third quarter at £5.0
billion compared with £5.2 billion In the second quarter of 1998.

Financial companies’ gross saving (B.8g) was £6.7 billion In the
third quarter of 1998 up from £4.6 billion In the second quarter
of 1998. Total primary resources were down slightly with
Interest receipts decreasing to £52.8 in the third quarter from
£53.1 in the second quarter of 1998.

Chart SAS8
Financial corporations - gross operating surplus

£ billion seasonally adjusted
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second quarter). Property income due to insurance policy holders

0 FgetkUfnre EMiMsY was broadly unchanged at £13.6 billion
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Net receipts of UK taxes on income of £0.7 billion were higher
in the third quarter of 1998 compared with £0.4 billion In the

second quarter

Gross capital formation (Capital expenditure), was slightly

higher at £2.0 billion in the third quarter of 1998, compared with
£1.8 billion in the second quarter of 1998.

Financial companies’ net borrowing/lending (B.9n, the balance
on the income and capital accounts) showed a surplus of £4.7
billion in the third quarter of 1998, higher than In the previous
quarter £2.8 billion. Not seasonally adjusted, the financial
companies' surplus was £4.9 billion, higher by £1.9 billion than
the previous quarter.

Financial Account

In the third quarter of 1998 financial companies’ made a net
Investment In financial assets (B.9f), not seasonally adjusted, of
£4.3 billion compared with a net investment of £5.2 billion In the
second quarter of 1998.

Financial companies’ deposits with monetary financial
Institutions increased by £11.1 billion In the third quarter, an
Increase of £0.5 billion on the previous quarter. Within this,
however, sterling deposits increased by £15.6 billion in the third
quarter (£10.1 billion in the second quarter) whilst foreign
currency deposits decreased by £4.6 billion in the third quarter.

Chart SA9
Currency and deposits

£ billion not seasonally adjusted
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Sterling deposits with building societies showed an increase In
the third quarter of £0.2 billion which compared with the small

change estimated In the second quarter of 1998.

UK banks’ holdings of bank deposits In sterling increased £7.6
billion in the third quarter compared with £7.0 billion In the



scex™d. bul their foreign eurrency deposits fell to £3.8 billion In
the thiixi quarter compared with a dreip of £0.7 billion in the

seci™nd quarter. Other financial intermediaries' sterling deposits
Increased by £6.9 billion In the third quarter (£5.2 billion In the
first quarter) whilst their foreign currency deposits decreased by
£0.7 billion In the third quarter ci”mpared to a £0.9 billion
Increase In the second quarter. Insurance and pension funds
showed Investment In sterling bank deposits at £1.4 billion In the
third quarter after £1.9 billion disinvestment in the second
quarter of 1998.

Financial companies’ placed £20.3 billion In deposits with
monetary financial institutions In the rest of the world In the
third quarter compared with £16.4 billion In the second quarter.
A rise was more than accounted for by UK banks who showed
Investment at £39.4 billion In the third quarter compared to
Investment In the second quarter of £11.3 billion. Other financial

Intermediaries’ deposits fell by £18.8 billion compared to
Investment of £5.4 billion in the second quarter of 1998.

Bonds and Gilts etc.

Financial companies’ showed net Investment In British
Government securities at £0.7 billion iIn the third quarter,
compared with investment in the second quarter of 1998 of £3.2
billion. Insurance and pension funds showed disinvestment of
£3.2 billion In the third quarter compared to investment In the
second quarter at £2.3 billion, while UK banks invested £3.5
billion In the third quarter, following £1.6 billion Investment iIn
the second quatrter.

Chart SAIO
Central government bond Issues

£ bilUon not seasonally adjusted
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Financial companies net investment In sterling treasury bills was
again negligible.

Financial companies continued their investment in other UK
residents bonds at £2.0 billion, following £4.9 billion In the
second quarter. Within this, UK banks showed disinvestment of

(investment of £0,2 billion in the

disinvestment a™ , , ., | financial Intermediaries showed

Pension Funds showed higher investment at £3.6 billion In the
third quarter (£3.4 billion in the second quarter).

Financial companies continued to Invest In bonds Issued by the
rest of the world. In the third quarter, investment was £21 6

.S°] . . . . Withi

% |sS, 'Llﬁ banks Investment was slightly higher in the {Fnr
In the second quarter) and

Insurance and pension funds investment, at £3.5 billion, repeated
In the second quarter figure. In contrast, other financial

m ermedianes showed Investment In the third quarter at £3.0

billion following the large disinvestment of £11.7 billion In the
second quarter.

Chart SAII
Securities other than shares

£ billion not seasonally adjusted
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Lending by UK banks fell: sterling lending in the third quarter
was £8.6 billion compared with £9.3 billion In the second.
Lending In foreign currency of £5.6 billion in the third quarter
compared with £11.6 billion in the second quarter.

Other financial intermediaries repaid £8.9 billion of loans by rest
of the world monetary financial institutions, in the third quarter,
following the high figure in the second quarter of 1998 of £8.0
billion. Similarly, other financial intermediaries paid back other
loans by the rest of the world In the third quarter at £19.9 billion
following negligible of £0.1 billion borrowing In the second

quarter of 1998.

Lending secured on dwellings by UK banks increased in the
third quarter at £4.8 billion compared with £4.0 billion In the
second quarter. Similarly, loans secured on dwellings by

building societies increased at £2.6 billion in the third quarter
compared with £2.2 billion In the second quarter. Loans secured

17
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broadly unchanged.

Chart SA12
Loans

Equities etc.

Financial companies’ showed disinvestment In quoted UK
company securities of £2.8 billion In the third quarter of 1998,

Chart SA13
Shares and other equity

£ billion

not seasonally adjusted

not seasonally adjusted

following the investment of £5.6 Dbillion In the second quarter.

Other financial intermediaries disinvested by £2.3 billion (£6.7
billion investment in the second quarter).

Financial companies’ also disinvested further in rest of the world
shares In the third quarter (£4.4 billion compared with
disinvestment of £9.1 billion in the second quarter). UK banks’,
Insurance and pension funds and other financial intermediaries
all showed net sales with other financial Intermediaries the
largest at £3.3 Dbillion (albeit less than the £10.5 billion
disinvestment in the second quarter).

Net equity of Households

The net equity of Households in life assurance and pension fund
reserves (the technical provision against outstanding risks)
Increased In the third quarter to £11.0 billion compared with
£9.3 billion In the second quarter of 1998 (see chart SA14).

Chart SAl14
Net equity of households In life insurance reserves

£ billion not seasonally adjusted

General Government Expenditure (GGE)

In the third quarter of 1998, GGE was £80.7 billion. This
comprises £77.6 billion current expenditure, £3 billion capital
expenditure and £0.1 billion on the net acquisition of long term
financial assets. For the financial year 1997-98 GGE was £317.5
billion. Between the financial years 1996-7 and 1997/-8 the

growth In overall GGE was 2.7 per cent. In the third quarter of

1998, GGE as a percentage of GDP was 38.2 per cent (see chart
SA15). For the financial year 1997-98 it was 39.1 per cent.

Government expenditure as a proportion of GDP has been
declining since 1993-94 when it was 42.9 per cent.



Chart SA15
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Public Sector Net Cash Requirement

The public sector net cash requirement, previously known as the
public sector borrowing requirement (PSBR), was minus £2.8
billion In the third quarter of 1998 (see chan SA16).

The central government net cash requirement on own account
was minus £1.7 billion: this cash surplus, together with £1.8
billion from net sales of British Government Securities (gilts)
and some other financial transactions, enabled the Government
to repay £3.5 billion of loans from the Bank of England. Net
receipts from National Savings was only £0.27 billion - its

lowest quarterly level since the first quarter of 1990 when there
was a net repayment.

The Local Government net cash requirement was a surplus of
£0.6 billion and Public Corporations (PC’s) net cash requirement
was a surplus of £0.4 billion, for the third quarter of 1998.

Public Sector Net Borrowing Current

The Treasury now regcirds net borrowing and the surplus on
current budget (net saving plus capital taxes) as key targets.

The golden rule Is an objective of policy: this Is where, over the
economic cycle, government borrows only to fund capital
expenditure rather than to pay for current expenditure. TTie
public sector current surplus was £0.6 billion, for the third
quarter of 1998, and £5.5 billion for the four quarters up to the
end of that quarter, meeting the golden rule for that year.

Net borrowing iIs the sum of all current and capital receipts
minus the sum of all current and capital expenditure, using
accrued estimates of expenditure and receipts. The net borrowing

for the third quarter of 1998 was £0.5 billion. This
Churl SA16

Public sector net cash requirement

Current Prices (£billion) not seasonally adjusted
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was £4.9 billion less than the same quarter in 1997. For the
financial year 1997-98 net borrowing was £6 billion.

Central government taxes

Central Government VAT recelipts, at £14 billion were, 7.4 per
cent higher than the same quarter of the previous year: this was
19.3 per cent of total central government receipts from taxes and
national Insurance contributions.

Other taxes on products were £12 billion, a rise of 15.4 per cent
from the same quarter last year. Taxes on hydrocarbons are the
largest component of this: they accounted for 45 per cent of other
taxes on products. Camelot payments to the National Lottery
Distribution Fund at £372 million were at their lowest quarterly
level since the second quarter of 1997.

In the third quarter of 1998, receipts of taxes on income were
£27.6 billion, 9.9 per cent higher than same quarter last year.

Central Government expenditure

Between the second and third quarters of 1998, social benefits
rose 2.4 per cent. National insurance fund benefits have risen by
1.9 per cent from the previous quarter. Within this there was a
rise of 2.1 per cent In retirement pensions, from the second
quarter of 1998, which now stand at around £9 billion.

In the third quarter of 1998, final consumption expenditure was
4.4 per cent higher than same quarter last year to reach £23.4
billion. Payments of property income (mainly debt interest) at

£7.2 billion were about the same as last year.
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L_ocal authorities

f 1Q08 local authority tax receipts were £3
s'T er cent front sa.e quarter las. year, Th.s ,s

nearly all Council Tax.

Compared to previou | ] , education and social
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Chart SA17
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Public corporations
Income and Capita) Account

The gross operating surplus of public corporations was £1.2 billion In
the third quarter of 1998, a 3.9 per cent decrease on the previous

quarter. Their gross trading surplus fell 5.1 per cent to £1.0 billion.
Rental income increased slightly to £0.1 billion.

Public corporations total financial transactions were £0.3 billion In
the third quaner. Public corporations interest receipts were £0.2

billion in the third quarter of 1998, the same as the previous quarter.
Payments were 5.3 per cent lower at £0.4 billion.

Sector Changes

Re/atory approval for the Ladbroke take-over of Coral was blocked
during the quarter. The Tote had been hoping to buy 128 betting

shops for £41 million as part of the deal. It is possible that the Tote
may still bid for the Coral chain.
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On 22 August 1998 Luton Airport was privatised. A thirty-year
operating lease for the assets was awarded to a consortium. The
existing public corporation, London Luton Airport Ltd was renamed
LLondon Luton Airport Operations Ltd.

It will remain as a public corporation, although its role will now be
solely to collect rent from the lease holder.

All of the remaining Urban Development Corporations were formally
wound-up at the end of the second quarter of 1998. They had
effectively ceased trading at the end of the first quarter. The
government appointed KPMG to advise on possible privatisation of
British Nuclear Fuels pic.

Financial Account

Public corporations net payments were reduced to £0.2 billion in the
third quarter. The balance of primary income was £0.9 billion In the
third quarter of 1998, a 2.5 per cent decrease on the second quarter.
Public corporations represented 0.4 per cent of the United Kingdoms
Gross National Income.

Public corporations gross disposable income increased to £0.9 billion
In the third quarter of 1998. While gross fixed capital formation rose
by 1.2 per cent in the third quarter of 1998 a consequence of higher
Investment In buildings. Therefore, in the third quarter recorded net
lending (i.e., a financial surplus) of £0.2 billion. The statistical
adjustment item for public corporations was -£0.1 billion in the third
quarter of 1998. The revised first and second quarter figures were
both +£0.2 billion.



BALANCE OF PAYMENTS

The current account surplus of £2.3 billion in the third
quarter of 1998 was the second highest on record and was
largely due to a reo>rd surplus of £5.2 billion on
In\-estmem Income, as foreign owned banks and securities
dealers operating in the UK recorded large losses. The
deficit on trade In goods Increased to £5.2 billion In the
third quarter of 1998. the highest for eight years; this was
partially offset by a higher surplus on trade In services.

With the iIncorporation of new data from benchmark
Inquiries, estimates have been revised from the first
quarter of 1997 compared with data published In
September 1998. The current account surplus for 1997
has been revised down by £1.9 billion to £6.1 billion and
there have been downward revisions in the first two
quarters of 1998.

BOP 1
Current balance
£ billico seasonally adjusted
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Trade In goods (Tables B2 & B2A)

The deficit on trade in goods in the third quaner of 1998
was £5.2 billion, the highest recorded since the second
quarter of 1990, compared with £4.7 billion In the
previous quarter. Exports fell by £0.3 billion between the
second and third quarters of 1998 while imports of goods
Increased by £0.2 billion between these quaners, driven
by Imports of intermediate and capital goods within
finished manufactures.

BOP 2
Trade In goods balance

£ bOlion seasonally adjusted

1993 1994 1995 1996 1997 1998

Trade In services (Tables B3 & B3A)

The surplus on trade In services increased by £0.2 billion
to £3.4 billion In the third quarter of 1998, driven mainly
by higher balances on financial and other business
services. Exports of services fell by £0.1 billion between
the second and third quarters of 1998. Imports of services
fell by £0.3 billion, largely due to lower expenditure by
UK travellers abroad.
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Income (Tables B4 & B4A)

The surplus on income In the third quaner of 1998 was
£5.2 billion, the highest on record, compared with £0.7
billion In the previous quaner. This was largely due to an
Increase of £4.4 billion in the surplus on direct investment
which reach a record high of £6.3 billion In the third
quarter of 1998.

The compensation of employees account was broadly In
balance iIn the third quaner of 1998 compared with a
surplus of £0.1 billion in the previous quarter.

The surplus on direct investment income reached a
record high of £6.3 billion In the third quarter of 1998,
compared with £1.9 billion recorded in the previous
quarter. Credits amounted to £8.3 billion in the third
quaner of 1998, an increase of £0.9 billion on the value
recorded In the previous quarter, and was reflected by
upward movements In all sectors. Debits amounted to £2.0
billion in the third quarter of 1998, a substantial decrease
of £3.5 billion on the value recorded for the previous
quarter. This mainly reflected large losses on foreign
Investment In UK banks and securities dealers. UK
branches of foreign owned banks were particularly
affected by continuing adverse conditions In emerging
markets, particularly Russia, losses on interest rate swaps
and exposure to Long-term Capital Management (LTCM).
Several banks also incurred significant costs owing to

corporate restructuring. Securities dealers were affected
by a fall in the UK securities markets.

In portfolio Investment income increased by
tu.7 billion between the second and third quarters of 1998

to reach £1.1 billion, the highest deficit recorded since the

first quarter of 1991. The higher deficit on portfolio
Investment income was largely driven by earnings on debt
securities which showed a deficit of £0.2 billion In the
third quarter of 1998 compared with a surplus of £0.2
billion In the previous quarter. Within debt securities,
credits fell by £0.3 billion to reach £4.3 billion, with
higher earnings on bonds and notes being outweighed by
record net payments by UK banks on interest rate swaps
of £1.5 billion In the third quarter of 1998, following net
payments of £0.6 billion in the previous quarter. Portfolio
Investment income debits increased by £0.3 billion to
reach £7.1 billion in the third quarter of 1998 with both
equity and debt securities showing increased foreign
earnings between the second and third quarters of 1998.

The deficit on other investment income fell by £0.7
billion between the second and third quarters of 1998 to
reach £0.3 billion, the lowest deficit recorded since the
second quarter of 1989. Credits increased by £0.6 billion
to reach £13.7 billion In the third quarter of 1998, largely
due to increased earnings by UK banks on their deposits
abroad. Debits fell by £0.2 billion between the second and
third quarters of 1998 to reach £14.0 billion largely due to
lower foreign earnings on foreign currency deposits with
UK banks.

Earnings on reserve assets amounted to £0.3 billion in the
third quarter of 1998, virtually the same as in the previous
quarter.

BOP 4
Income balance

£ billion seasonally adjusted

0
1993 1994 1995 1996 1997 1998

Current transfers (Tables BS & B5A)

The deficit on current transfers in the third quarter of
1998 was £1.1 billion, higher than the deficit of £0.6
billion recorded In the previous quarter. An increase of
£0.1 billion In credits between the second and third



quaners of 1998 was outweighed by an increase in debits
of £0.5 billion from £4.3 billion In the second quarter to
£4.9 billion In the third quarter. This increase In debits
reflected higher contributions to EU Institutions In the
third quarter of 1998.

BOP 5
Cunent transfers balance

£btllkm seasonally adjusted
0.5
-1
-1.5
2.5
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Capital account (Tables B6 & B6A)

The surplus on the capital account was £0.2 billion In the
third quaner of 1998 compared with £0.1 billion In the
previous quaner. The higher surplus In the third quaner
reflects higher receipts from EU Institutions.

Financial account (Tables B7 & B8)

LTv Investment abroad amounted to £47.6 billion In the
third quaner of 1998, higher than the figure of £36.5
billion recorded for the previous quaner. Foreign
Investment In the UK was also higher in the third quaner
of 1998, at £40.7 billion, than in the previous quarter, at
£33.3 billion. This resulted in a net outflow of £6.9 billion
In the third quarter of 1998, the highest since the first
quaner of 1993, compared with a net outflow of £3.2
billion in the previous quaner.

Direct investment abroad was £15.1 billion in the third
quarter of 1998, compared with £8.8 billion iIn the
previous quaner. This reflects net investment of £9.4
billion in equity capital abroad in the third quaner of 1998
compared with net disinvestment of £0.7 billion in the
previous quarter. Reinvested earnings in the third quarter
of 1998, at £5.7 billion, were £2.6 billion higher than In
the previous quaner. The higher investment recorded for
equity capital and reinvested earnings were partly offset
by a negligible change iIn net claims on affiliated

enterprises m the third quarter of 1998 compared with an
Increase of £6.3 billion In the previous quarter. Investment
abroad was higher in the third quarter of 1998 than in the

previous quarter for all sectors other than private non-
fmancial corporations.

Foreign direct investment in the UK was £14.4 billion
In the third quaner of 1998, compared with £7.7 billion In
the previous quaner. This reflects net acquisition of equity
capital of £12.3 billion in the third quaner of 1998
compared with £5.7 billion In the previous quaner. There
was also an iIncrease of £1.6 billion In Intercompany
account loans outstanding to direct investors compared
with an increase of £0.4 billion In the previous quarter.
Slightly offsetting this, reinvested earnings were £1.1
billion In the third quaner compared with £2.7 billion iIn
the previous quaner. Investment in the UK was higher In
the other financial intermediaries sector in the third
quarter of 1998 than iIn the second quaner whilst there
were decreases In investment for all other sectors.

Major direct investment acquisitions and disposals In
the third quarter of 1998 included the merger of the ex-
BAT Industries' financial companies with Zurich
International companies into a Swiss holding company In
which Allied Zurich PLC holds a major stake. Both
iInward and outward flows of direct investment were

affected. Excluding this merger, the largest acquisitions
and disposals were;

Outward acquisitions (of foreign companies):
The largest outward acquisition was
the purchase of MClI's internet business by

Cable and Wireless PLC for a reported
£1.0 billion.

Outward disposals (of foreign companies):

The largest outward disinvestment
was the sale by British
Telecommunications PLC of its 20 per
cent stake in MCI for a reported £4.2

billion.

acquisitions (of UK companies):

The largest inward acquisition was the
purchase of Wessex Water PLC by Enron
Corp. for a reported £1.4 billion.

Inward

Inward disposals (of UK companies):

The largest inward disposal was the
sale of East Midlands Electricity by
Dominion Resources for a reported £0.9

billion.

Portfolio investment abroad showed net investment of
£4.6 billion In the third quarter of 1998, compared with
net disinvestment of £2.5 billion In the previous quarter.
Within the context of the turbulence of financial markets
globally over roughly the last year, there has generally
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been a shift of capital from equity securities into debt
securities and, In particular, f

United States and European governments. Ttoe was
disinvestment of £15.3 billion m equity securities in the
third quarter of 1998, higher than the d>sinv* tment o
£10.9 billion In the previous quarter. The overall
disinvestment in equity securities m the second and third
nuarters of 1998 was mainly due to disinvestment by
securities dealers In these quarters. While there was
disinvestment In equity securities in the third quarter of
1998 this was outweighed by higher investment in debt
securities, at £19.9 billion, compared with £8.3 billion In
the previous quarter. This was largely driven by securities
dealers Investment in bonds and notes of £2.4 billion In
the third quarter of 1998 compared with disinvestment of

£12.0 billion in the previous quarter.

Foreign portfolio investment in the UK showed net
disinvestment of £2.1 billion in the third quarter of 1998,
compared with net disinvestment of £8.7 billion in the
previous quarter; this is the fourth consecutive quarter in
which portfolio investment in the UK has shown net
disposals. There was investment of £0.7 billion in equity
securities In the third quarter of 1998 compared with
Investment of £0.3 billion in the previous quarter. Debt
securities showed lower disinvestment in the third quarter
of 1998, at £2.8 billion, compared with the previous
quarter, at £9.0 billion. Within debt securities, higher
disinvestment In money market Instruments was
outweighed by lower disinvestment in bonds and notes In
the third quarter of 1998, at £0.2 billion, compared with
£7.6 billion In the previous quaner.

Other Investment abroad showed investment of £27.6
billion In the third quarter of 1998, compared with £30.0
billion In the previous quaner. Loans abroad by UK
residents (mainly banks) were lower, at £5.9 billion, In
the third quarter of 1998 than In the previous quaner,
£10.7 billion. This was panially offset by higher deposits
abroad by UK residents In the third quaner of 1998, at
£21.7 billion, compared with £18.7 billion In the previous
quarter. Within total deposits, UK banks’ net deposits
were higher in the third quaner at £39.4 billion, compared
with £11.3 billion in the previous quarter; offsetting this,
securities dealers showed net disinvestment of £19.4

billion In the third quaner compared with investment of
£5.2 billion in the previous quaner.

Other investment in the UK showed investment of £28.4
billion In the third quaner of 1998, lower than the
Investment of £34.4 billion recorded for the previous
quaner. While loans to UK residents showed higher
disinvestment of £27.1 billion in the third quarter of 1998
compared with disinvestment of £8.5 billion iIn the
previous quaner, this was partially offset by deposits from

abroad with UK residents showing higher investment in

the third quarter, at £55.8 billion, compared with £42.1
billion In the previous quarter.

Reserve assets increased by £0.3 billion in the third

quarter of 1998, following an increase of £0.3 billion In
the previous quarter.

International Investment Position (Tables B9 &
BIO)

The International Investment Position showed net external
liabilities (ie, liabilities exceeded assets) of £58.2 billion
at the end of the third quarter of 1998, compared with net
external liabilities of £79.4 billion at the end of the
previous quarter. The net international Investment position
has been revised substantially from the first quarter of
1997/, largely due to the receipt of data from the triennial
Share Register Survey which has resulted in higher
estimates for foreign portfolio investment in UK equity
securities. Estimates for the international Investment
position reflect changes In security prices and exchange
rates as well as financial flows.



NOTES

Databank

ONS Databank identifiers are shown against the series included iIn
the tables. The data iIn this article, and those for earlier periods,
can be obtained in computer readable form via the ONS Databank
scn ice which provides macro-economic time series data on disc.
Detalls of this service and a schedule of charges can be obtained
from the ONS Sales Office. Marketing & Customer Service
Division, Zone BIl/06, 1 Drummond Gale. London, SWIV 20QQ
aelephone: 0171 533 5678 Fax: 0171 533 5689).

As well as the dau presented in this publication, many other series
are also available quarterly. More detailed quarterly and monthly
financial data are showm in Fi/uj/ina/ Sfa/isn'cs and various ONS

Bu//erins.

Balance of payments

The current account Is seasonally adjusted.
The financial account is not seasonally adjusted.

The ONS published a geographical breakdown of the current
account, showing annual data from 1992 to 1997, in the December
1998 edition of Economic Trends. The estimates in the Economic
Trends article are consistent with the 1998 edition of the ONS Pink
Book', the geographic data for 1997 does not reflect the revisions
to the current account incorporated iIn this edition of UK Economic
Accounts.

Trade In goods statistics are compiled from two separate sources.
Those for trade with countries outside the EU are based on
Customs declarations. Since 1993 statistics for trade with other EU
members come from an EU-wide system (Intrastat), linked to the
collection of VAT. The EU component of the figures continues to
have a greater margin of error and to be subject to more revision
than the non-EU component. The Imrasiat estimates are now
based on responses representing 95 per cent in most months, of the
value of EU trade at the lime of this article.

In theory, net transactions in assets and liabilities should, with
reversal of sign, equal the (unadjusted) balance on the current
account. In practice, because the information comes from different
sources, there Is a discrepancy - termed the sector statistical
adjustment. This mismatch between identified current and capital
transactions and their (financial account) financing reflects errors
and omissions which are likely, to varying degrees, to affect most
entries in the accounts.

The trend estimates shown in this article for the current balance
and trade In goods graphs are 7-point Henderson moving averages
reducing to 3-point averages for the latest quarter. These trend
estimates are designed to give an indication of the underlying
movement, however the latest points are subject to significant
revision as further data becomes available. Trends for the more
volatile series are not calculated.

IMF Balance of Payments manual 5th edition (BPM5)

When the United Nations System of National Accounts 1993 (SNA
93) was Introduced, the International Monetary Fund (IMF) In
parallel introduced the 5th edition of their balance of payments
manual (BPM5) to be wholly consistent with the SNA for the first

lime. This edition of United Kingdom National Accounts presents
the balance of payments on a BPM5.

BPM5 introduces several important changes to terminology used
for the accounts. A new account, the capital account (shown at
Tables B6 & B6A) has been introduced. Items for the capital
account have either effectively been taken out of the previous
current account or else are introduced for the first time.
Reorganisation of the current account means that the headline
measure (the current balance) is now conceptually different from
previously, the main change being the exclusion of capital
transfers. What was previously termed the capital account has been

renamed as the financial account and continues to cover financial
transactions.

There 1s a significant change to the territorial coverage. The
Channel Islands (Jersey, Guernsey etc.) and the Isle of Man are
now excluded from the definition of the economic territory of the
UK. These territories are not members of the European Union and
now count as part of the rest of the world.

Under the new presentation, increases In both assets and liabilities
In the financial account (which corresponds to the previous capital
account) are shown with a positive sign; net transactions are shown
as investment in the UK (transactions in UK liabilities) less UK
Investment abroad (transactions Iin UK assets). This change In
presentation means that the sign convention for the balance of
payments and the rest of the world sector In the sector financial
accounts are now the same throughout.

Interpretation of constant price estimates

In the iInterpretation of quarterly and annual national
accounts estimates, special attention needs to be paid to the
higher margins of error attaching to series estimated at
constant prices when the rate of iInflation Is changing
significantly. Movements in exchange rates may also affect
the valuation of international transactions.



Quarterly alignment adjustments
nnartprlv accounts, adjustments are made to quarterly estimates of both the expenditure and income

T8 Impreve the coherence of the quartery acchibiiments, which suftts zero HEESsPLh Hrthie\Pa5Ts U3t 47, B attributed to

analyses of GDP for 1y» analysed by expendlture and to gross operating surplus of companies component analysed

thg ghange Inyinvgntoges gomponegt ot WS BY8Y as allbwing for timing ifferdits 1A (AR FRRBFAIRG BF trdhSaltions in different parts

by Income. addition changes in inventories IS a component where accurate quarterly measurement is more difficult. These
of the economy, M aggregates derived from expenditure or income components so that they better reflect the quarter to

g”rta pathrofthe output measure of GDP.

The alignment adjustments included in GDP estimates in this publication are as follows:

ALIGNMENT ADJUSTMENTS £ million

Change In inventories
Gross operating surplus of

Current prices Constant 1995 prices companies at current prices
-100
941
146
-987
669 743
1013 1101
-571 -612
015 970
212 285
-172 -179
-589 -612
489 506
1215
-635
311
-891
1994 Q1 -758 ~400
Q2 140 176
Q3 -216 212
Q4 834 /88
943
-824
-/36
617
381 566
489 -300
-424 497
-946 -763
*936 -887
*368 344
461 437
843 794
690
102
375
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Gross domsstic product and Gross national income

£ million
At current prices Revalued at 1995 prices
less _ less
Net Gross domestic Basic Gross Gross domestic Ba_s.lc Gross
_ oroduct price value added product price value added Gross
Gross national Income adiust- at basic at market  adjust* at basic value added
. from at market J _ ) _
Income at Abroadh orices prices prices ment prices at factor cost
market prices
YBHA NTAP ABML ABMI NTAO ABMM YBHH
ABMZ s 676 036 71 874 604 162 693 177 75775 617 402 601 608
1994 680 743 1049 712 548 78 482 634 066 712548 78482 634 066 618 889
1095 713 597 1 993 754 601 82 029 672 572 730 767 80 538 650 229 634 579
1996 (7)88 252);1 g 345 801 306 90 891 710415 756 112 85 161 670 951 655 698
1997
Seasonally adjusted
186 401 973 185 528 20 790 164 738 181 408 20 278 161 130 157 216
1996 Q1 109197 1917 187 280 20 172 167 108 182 022 20 094 161 928 158 035
Q2 190 208 198 190 010 20 378 169 632 183 066 20 130 162 936 159 000
82 193 018 1235 191 783 20 689 171 094 184 271 20036 164 235 160 328
1 896 195493 21 656 173 837 186 302 20 717 165 585 161 744
1997 Q1 rol 3% > 314 108439 22 431 176 008 188229 21 186 167 043 163 204
Q2 202791 23021 179 770 189 950 21 442 168 508 164 743
3 205 157 2 366
S 508 352 1769 204583 23783 180 800 191 631 21 816 169 815 166 007
206 972 665 206 307 23 340 182 967 192 547 21 739 170 808 167 060
1998 Q7 509 165 301 208 774 24 092 184 682 193506 21 698 171 808 168 067
83 215 967 4 824 211 143 24 823 186 320 194 291 21 622 172 669 168 891
Percentage change, latest year on previous year
1997 6.7 6.2 10.8 . . . . 3.3
Percentage change, latest quarter on previous quarter
1996 Q1 2.3 2.2 3.1 2.1 1.0 1.7 0.9 1.0
Q2 1.5 0.9 -3.0 1.4 0.3 -0.9 0.5 0.5
Q3 0.5 1.5 1.0 1.5 0.6 0.2 0.6 0.6
Q4 1.5 0.9 1.5 0.9 0.7 -0.5 0.8 0.8
1997 Q1 2.3 1.9 4.7 1.6 1.1 3.4 0.8 0.9
Q2 1.7 1.5 3.6 1.2 1.0 2.3 0.9 0.9
Q3 2.2 2.2 2.6 2.1 0.9 1.2 0.9 0.9
Q4 0.6 0.9 3.3 0.6 0.9 1.7 0.8 0.8
1998 Q1 0.3 0.8 -1.9 1.2 0.5 -0.4 0.6 0.6
8:2% 11 1.2 3.2 0.9 0.5 -0.2 0.6 0.6
3.3 1.1 3.0 0.9 0.4 -0.4 0.5 0.5
Percentage change, |atest quarter on corresponding quarter of previous year
1996 QL 6.2 5.9 9.4 5.5 2.5 5.0 2.2 2.0
Q2 7.2 5.8 2.2 6.2 2.5 2.6 2.5 2.4
82 2.8 6.2 4.2 6.5 2.6 2.4 2.6 2.7
: o.7 2.6 6.1 2.6 0.5 2.9 3.0
1997 Q12 5.9 5.4 4.2 5.5 2.7 2.2 2.8 2.9
83 6.1 6.0 11.2 5.3 3.4 5.4 3.2 3.3
04 7.9 6.7 13.0 6.0 3.8 6.5 3.4 3.6
6.9 6.7 15.0 5.7 4.0 8.9 3.4 3.5
1998 812 49 5.5 7.8 5.3 3.4 4.9 3.2 3.3
03 5-3 5.2 74 4.9 2.8 2.4 2.9 3.0
' 4.1 7.8 3.6 2.3 0.8 2.5 2.5

1 Includes employment, entrepreneurial and property income.

2 Taxes on products less subsidies on products.



N N Gross domestic product and Gross national income

oontinued

Value indicds at current prices

Gross domestic

product at

madcet prices

1994
1995
1996
1997

Seasonally adjusted

199601
02
03
04

1997 01
02
03
04

1998 01
02
03

YBBJ
94.9
100.0
105.9
112.5

104.1
105.1
106.7
107.7

109.7
111.4
113.8
114.8

115.8
117.2
118.5

Gross value
added at
basic prices

YBEX
95.3
100.0
106.1
112.0

103.9
105.4
107.0
107.9

109.7

111.0
113.4
114.1

115.4
116.5
117.5

Percentage change, latest year on previous year

1996
1997

“tage change, latest quarter on previous quarter

Q1
Q2
Q3
04

01
02
03
04

01
02
03

entage change, latest quarter on corresponding quarter of previous year

01
02
03
04

1997 Q1
Q2

Q3
04

1998 01
02
03

1 Derived from expertditure components.
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102.8
103.3
103.5

104.0
104.2
105.7
105.3

105.6
106.2
106.7

3.4
3.3
2.6
2.4

1.9
1.3
2.3
1.7

1.5
2.0
1.0

Implied deflators

Gross domestic
product at
market

pncss

YBGB
97.5
100.0
103.3
106.0

102.3
102.9
103.8
104.1

104.9
105.4
106.8
106.8

107.1
107.9
108.7

OO0 ORO

LERB

N~ D 'O'oo'cng ®eBR

Gross value
added at

basic
prices

CGBV
97.9
100.0
103.4
105.9

102.2
103.2
104.1
104.2

105.0
105.4
106.7
106.5

107.1
107.5
107.9

2,4

12
09
0.9
0.1

0.8
0.4
1.2
-0.2

0.6
0.3
0.4

R oo~NN

NN 0w ww
N Ok

P NI
=l=
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aa

Gross domestic product: by category of expenditure®

Final consumption expenditure

At current prices

1994
1995
1996
1997

Unadjusted

1996 Q1
Q2
03
Q4

1997 Q1
Q2
03
Q4

1998 Q1
Q2
03

Domestic expenditure on goods and services at market prices

Gross capital formation

Seasonally adjusted

1996 QI
Q2
Q3
Q4

1997 QI
Q2
Q3
Q4

1998 Q1
Q2
Q3

1996

Acquisi-
N Change tions less
pr(c));;’; Gross fixed in disposals
. General capital Inven- of
Hzlcj)lsdes- utig]éut government formation tories™ valuables
ABPB ABNV NMRK NPQX ABMP NPJO
107 390 3708 136
419262 14567 135536 4 512 ‘92

438 453 15718 140 406 116 360
467 841 17 577 146 111 125 675 1771 -185
498 309 18 484 147 368 134 379 3 101 -213
- -64

110 023 3 955 36 900 32 061 966
113 046 4 517 36 190 29 799 1 964 14
120 548 4613 36 135 31 373 -103 -97
124 224 4 492 36 886 32 442 876 -38
116 835 4 709 36 661 33 230 -148 -50
120 854 4 490 36 561 31 715 2 583 -99
128 644 4708 36 779 33 239 131 58
131 976 4 577 37 367 36 195 535 -122
123 306 4 757 37 722 36 540 447 119
127 193 4 547 38 073 34 356 2 224 -110
133 989 4 592 38 372 35 580 811 287
ABJQ HAYE NMRP NPQS CAEX NPJQ
114 535 4 254 36 522 30 995 1170 -80
115 978 4 378 36 192 31 386 878 -49
117 663 4416 36 520 31 674 518 -20
119665 4 529 36 877 31 620 -795 -36
121 611 4 452 36 937 32 136 107 -60
123 604 4 610 36 436 33 170 795 -113
125 715 4 640 36 848 33 640 1574 60
127 379 4 782 37 147 35 433 625 -100
128 552 4 693 37 784 35 876 113 111
129 933 4 765 37 853 35 809 1173 -116
130 911 4 802 38 172 36 193 1683 267
Percentage change, latest year on previous year
6.7 11.8 4.1 30
6.5 5.2 0.9 6.9

1997

Percentage change, latest quarter on previous quarter

1996 QI
Q2
03
04

1997 QI
Q2
Q3
Q4

1998 QI
Q2
03

2.6 4.0 3.3 3.7
1.3 2.9 -1.9 1.3
15 0.9 -0.2 0.9
1.7 2.6 2.1 0.2
1.6 -1.7 -0.6 1.6
16 3.5 -0.3 3.2
1.7 0.7 0.6 14
1.3 3.1 1.6 5.3
0.9 -1.9 1.0 1.3
1.1 1.5 0.9 -0 .2
0.8 0.8 0.8 i.l

Percentage change, latest quarter on corresponding quarter of previous year

1996 QI
Q2
03
04

1997 Q|
Q2
03

Q4

199801

Q2
Q3

' fhat™g?ee="™"

3

6.3 13.0 43

6.3 12.0 4.5 gg
7.0 11.7 43 71
1.2 10.8 39 58
6.2 4.7 11

6.6 5.3 0.7 g;
6.8 .1 0.9 6.2
o4 2.6 0.7 12.1
?.‘I g'j :23 g 11.6
4.1 35 39 8.0

be regarded as accurate to

serving households

3 Quarterly alignment adjustment included In this series

Total

YBIJ
680 599
715 357
/58 790
801 428

181 909
185 530
192 469
198 882

191 237
196 104
203 559
210 528

202 891
206 283
213 631

YBIL
187 396
188 763
190 771
191 860

195 183
198 502
202 477
205 266

207 129
209 417
212 028

2.9
0.7
11
0.6

1.7
1.7

2.0
1.4

0.9
1.1
1.2

PO NoOOR gooi~

Total
exports

KTMW
178 767
202 412
220 303
229 070

53 554
54 229
55 335
57 185

54 992
57 130
58 115
58 833

55 268
56 374
56 397

IKBH

53 938
54 784

55 284
56 297

56 290
57 245
57 686
57 849

56 048
56 608
56 137

= 0
o w

2.3
1.6
0.9
1.8

0.0
1.7
0.8
0.3

-3.1
1.0
-0.8

o ©
© 00

NEPO NARN oo
~FEB_r O oocowod oo

Gross
final
expend-
iture

ABMD
859 366
917 769
979 093

1030 498

235 463
239 759
247 804

256 067

246 229
253 234
261 674
269 361

258159
262 657
270 028

ABMF
241 334
243 547
246 055
248 157

251 473
255 747
260 163
263 115

263 177
266 025
268 165

NOUIO wW~yO ©

WY wwNh® N

OO

WADM OOUN ToO®
PON O~NON ~NNWOO

less Total

Imports

KTMX
183 330
205 221
224 492
229 101

54 342
57 497
56 957
55 696

53 842
58 555
58 529
58 175

55 924
59 030
59 199

IKBI
55 806
56 267
56 045
56 374

55 816
57 194
57 373
58 718

57 482
58 056
57 962

oCohn

NokF wwuoo odooy

O ponPR

Statis-
tical
discre-
pancy
(expen-
diture)

GIXM

-91

-164
-114

186
612

80S
940

£ million

Gross

domestic
product at

market
prices

YBHA
676 036
712 548
754 601
801 306

185 528
187 280
190 010
191 /783

195 493
198 439
202 791
204 583

206 307
208 774
211 143

5.9
6.2

2.2
0.9
1.5
0.9

1.9
1.5
2.2
0.9

0.8
1.2
11

PO OO0 U Ul 0T
ENIEN N IS ~ N 0o ©

= N Ol



continued

Revalued at 1995 prices

1994
1995
1996

Unadjusted

1996 Q1
Q2

Q3
04

1997 Q1

Q2
03
04

199801
02

03

Gross domestic product: by category of expenditure”

Fmat consumption expenditure

House*
holds

ABPF
431 462
438 453
454 686
472 876

108 204
110 022
116 702
119758

111 863
114 942
121 534
124 537

115 634
118 150
124 550

Seasonally adjusted

1996 01
02
03
04

1997 01
02
03
04

1998 01
02
03

ABJR
112 399
113 264
113 909
115 114

116341
117940
118 576
120 019

120 606
121 227
121 635

Non-
profit
INstit-

utions N

ABNU
15 119
15 718
15 936
16 069

3977
3 978
3986
3 995

3 990
4 017
4 028
4034

4 036
4 051
4060

HAYO
3 977
3 978
3 986
3 995

3 990
4 017

4 028
4 034

4 036
4 051
4 060

General

government

NMRU
138 256
140 406
142 820
142 857

35 258
35 863
35 697
36 002

35 611
35 644
35 615
35 987

36 072
36 245
36 354

NMRY

35 389
35 871

35 740
35 820

35 746
35 578
35 654
35 879

36 208
36 352
36 428

Percentage change, latest year on previous year

1996
1997

Percentage change, latest quarter on previous quarter

199601
02
03
04

1997 01
02
03
04

1998 01
02
03

Percentage change, latest quarter on corresponding quarter of

1996 01
02
03
04

1997 01
02

03
04

1998 Q1

02
03

1 Estimates given to nearest million but cannot be regarded as accurate to

@ NN NS

NNW R RBO PR OW

OO~ Wk RO

that degree.
2 Non-profit institutions serving households.

3 Quarterly alignment adjustment included in this series.

RWw~NF, NN W

OO0 0000 O0O0Oo

NAO

2.3
1.5
1.1
0.7

0.3
1.0
1.1
1.0

1.2
0.8
0.8

0.4
1.4
-0.4
0.2

Ooco 00PQ°
N &~ © ONOIDN

1.4
1.9
1.9
1.6

1.0

N OO

-0.
-0.
0.

N DN W N

1.
2.
2.

Domestic expenditure on goods

Gross capital formation

Gross fixed

capital

formation

NPQR
113 042
116 360
122 042
130 112

31 243
28 829
30 341
31 629

32 221
30 909
32 146
34 836

35 301
33 209
34 408

NPQT
30181
30 375
30 719
30 767

31 191
32 287
32 596
34 038

34 695
34 706
35094

11.2
7.5
7.7

Changes
IN

Inven-
tories™

ABMQ
4 836
4 512
1830
3102

-610
1430
353
657

-33
2 508
169
458

352
2 116
691

CAFU
1609
99
362
-240

414
846
730
1112

500
3880
1209

Acquisi-
tions less
disposals

of
valuables

NPJP
140
-92

-186
-197

-63

12
-97
-38

-49
-93
S/
-112

113

265

NPJR
-83
-49
-20
-34

-61
-106
58
-88

105
-104

253

Total

YBIK
702 855
715 357
/37 128

764 819

178 009
180 134
186 982
192 003

183 603
187 927
193 549
199 740

191 508

193 769
200 328

YBIM
183 472
183 538
184 696
185 422

187 621
190 562

191 642
194 994

196 150
197112

198 679

W W
w O

OCOOR
Noow

coo
o U1 O

Total
exports

KTMZ
184 873
202 412
217 600
236 522

52 288
53 204
54 573
57 535

55 909
58 796

60 033
61 /84

59 299
60 527
60 449

IKBK
52 795
53 777
54 667
56 361

57 109
58 962
59 971
60 480

59 970
61 054
60 842

@ N
~ o

1.5
1.9
1.7

3.1

1.3
3.2
1.7
0.8

-0.8
1.8
-0.3

Gross final

expend-
iture

ABME
887 728
917 769
954 728

1001 341

230 297
233 338
241 555
249 538

239 512
246 723
253 582
261 524

250 807
254 296
260 777

ABMG
236 267
237 315
239 363
241 783

244 730
249 524
251 613
255 474

256120
258 166
259 521

less
Total
Imports

KTNB
194 551
205 221
223 961
245 140

53 445
56 285
5/ 141

57 090

56 497
62 276
62 824
63 543

62 595
66 384
67 205

IKBL
54 859
55 293
56 297
57 512

58 272
61 187
61 664
64 017/

64 144
65 406
66 095

Statis-
tical
discre-
pancy
(expen-
diture)

GIXS

-89

-156
-108

174
o571

746
865

£ million

Gross

domestic
product at

market
prices

ABMI
693 177
712 548
/30 767
756112

181 408
182 022
183 066
184 271

186 302
188 229
189 950
191 631

192 547
193 506
194 291



Gross

Compen-
sation of
employees

At current prices

1994
1996
1996
1997

Unadjusted

1996 Q1
02
03
04

1997 Q1
Q2
Q3
Q4

1998 Q1
Q2
03

HAEA
369 960
385 397
404 521
432 328

100 002
99 965

101 140
103414

106 039
106 526
108 764
110 999

113 863
114 455
115 843

Seasonally adjusted

1996 Q1
Q2
03
04

1997 Q1
Q2
Q3
Q4

1998 Q1
Q2
03

Percentage change, latest year on previous year

1996
1997

DTWM
99 255
100 546
101 532
103 188

105 249
107 054
109 211
110814

113 050
114 989
116 326

Public

NRJIT
3627
5 367
5 114
4 175

1 169
1371
1269
1 305

680
1039
1 106
1350

384
1217

1165

CAEQ

1486
1 361
1178
1089

1085

932
1 008
1 150

1128
1211
1164

Non-financfal corporations

Gross operating surplus of corporations

Financial

Private™ corporations

NRJK
133 237
143 086
158 805
164 785

36 996
37 869
38 837
45 103

39 321
39 621
40 036
45 807

39 397
40 305
40 146

CAER
38 471
39 133
40 523
40 678

40 381
40 538
41 981
41 885

41 647
41 242
41 160

Percentage change, latest quarter on previous quarter

1996 Q1
Q2
Q3
Q4

1997 Q1
Q2
03
04

1998 Q1
Q2
03

NQNV
23 616
20 077
18 970
17519

4 450
4 548
5 934
4 038

6 250
3 671
4 169
3 429

6 334
4 450
5 546

NHCZ
3 608
5201
5 165
4 996

5 354
4 124

3721
4 320

5 351
5193
5022

Total

CGBY
160 480
168 530
182 889
186 479

42 615
43 788
46 040
50 446

46 251
44 331
45 311
50 586

46 615
45 972
46 857

CGBZ
43 565
45 695
46 866
46 763

46 820
45 594
46 710
47 355

48 126
47 646
47 346

Percentage change, latest quarter on corresponding quarter of previous year

Q1
Q2
Q3
Q4

Q1
Q2
Q3
Q4

Q1
Q2
03

N NNOO  GIAAN
w

N DNOUIO 0O

O N
o b

" fhaidegrL®"'"
2 Quarterly alignment adjustment included in this series

(FISIM)

65.7
mi0.0
m’8.9
m16.2

4.0
15.5

10.0
12.8
12.8

8.5

48.4
=207
=250
mi35

-0.1
25.9
35.0

regarded as accurate to

.0l NoN-corporate sector

Intermediation sen/ices indirectly measured

domestic product: by category of income”

Other income”

CGBW
59 045
64 962
68 774
73 250

17 389
17 551
16 875
16 959

16477
19 506
19 225
18 042

16712
18 788
18 646

CGBX
18 073
16 696
17 063
16 942

17 157
18 680
19 240
18 173

17515
17 756
18 429

Gross value
added at
factor cost

CGCA
589 485
618 889
656 184
692 057

160 006
161 304
164 055
170 819

168 767
170 363
173 300
179 627

177 190
179 215
181 346

CGCB
160 893
162 937
165 461
166 893

169 226
171 328
175 161
176 342

178 691
180 391
182 101

Taxes on
production

subsidies

GCSC
86 551

93 659
98 417

107 730

23 860
25 049
24 728
24 780

24 646
26 906
217 248
28 930

26 012
28 779
29 955

CMVL
24 635
24 343
24 549
24 890

25 846
26 665
21 232
27 987

27 625
28 557
29 328

Statistical
less discrepancy
(income)

GIXQ

1519

421
446
398
254

£ million

Gross

domestic
product at
market prices

YBHA
676 036
712 548
754 601
801 306

185 528
187 280
190 010
191 783

195 493
198 439
202 791
204 583

206 307
208 774
211 143



Gross value added at constant 1995 basic prices, by category of output™"

: : Distri-
- Mming & - :
S?J:Z quarry?ng tB'eEy bution
, ric _ Gross
forestry, i coh gas and ho;ilg Transport  Business Govern- value
) storage services
| a_n/cj &g_as Mar_lu water Const- catering: and comm. oo ment z?]nd adde_d
fishir extraction  facturing supply Total  ruction fenairs . _ other at basic
P unication finance services Total orices
1995
Weights”® 18 25 216 25 266 52
146 82 211 225 664 1000
GDOA CKYX CKYY CKYZ CKYW GDOB
1994 100.0 96.8 98.5 97.8 98 3 1088 G%gg G%g'g GDQN GDQU  GDQS CGCE
1995 100.0 100.0 100.0 1000 1000  100.0 100.0 100.0 o> 78 968 97.4
1096 102.0 103.3 100.4 105 3 1011 015 103.2 104.2 100.0 100.0 100.0 100.0
1997 102.4 102.2 101.4 105.7 1019 1048 106 5 A 104.4 102.0  103.3 102.5
' - : 111.5 103.3 108.0 105.8
Seasonally adjusted
1996 01 104.9 102.2 100.4 104.7 101.0
2 99.7 103.6 oo 012 103.0 102.9 101.2  102.0 101.6
Q 99.9 105.9 100.8
100.6 103.2 103.2 104.0
3 101.8 104.2 100.3 ' - 101.6 102.9 102.2
Q . . . 105.8 101.2 101.6 103.9 104.2 104.7 102.2 103.6 102.8
Q4 101.4 103.4 100.9 1048 1015  103.2 104.6 106.6 105.9 102.9 1047 103.6
1997 01 101.9 102.0 101.5 103.5 101.8 103.6 105.1 110.2
. . . . 108.7
02 103.0 102.5 101.2 106.3 101.8 104.7 106.7 112.9 110.2 1050 1073 T
. . 103.0 107.3 105.4
82 102.3 104.2 101.6 107.2 102.4 104.6 106.5 115.3 112.7 103.5 108.6 106.3
102.5 100.2 101.3 106.0  101.7  106.4 107.7 117.8 114.5 1043  110.0 107.1
1996 01 102.4 99.3 101.7 103.4 101.6 109.5 108.6 118.3 116.0
. . . . . 104.7
02 102.7 104.6 102.1 108.6 103.0 105.7 108.0 120.1 116.9 e 1078
. . 105.7 111.6 108 4
03 102.2 104.7 102.0 110.0 103.0 105.1 108.6 121.7 118.1 106.3 112.5 108.9
Percentage change, lates ' '
1996 2.0
o e ??L?i (ig 82 1.1 1.5 3.2 4.2 4.4 2.0 3.3 2.5
. . . . 0.8 3.3 3.2 9.4 6.8 1.3 4.5 3.2
Percentage change, latest quarter on previous quarter
1996 01 4.0 1.3 0.3 3.5 0.7 0.3 0.1 1.8 1.9 0.6 1.0 0.9
Q2 -4.9 1.4 -0.5 1.1 -0.1 0.1 2.0 0.1 1.1 0.4 0.9 0.5
Q3 2.1 0.6 0.4 -0.1 0.4 1.0 0.6 1.0 0.7 0.6 0.7 0.6
Q4 -0.5 -0.8 0.5 -1.0 0.2 1.6 0.7 2.4 1.1 0.6 1.0 0.8
1997 01 0.5 -1.3 0.7 -1.3 0.3 0.3 0.5 3.4 2.6 -0.4 1.2 0.8
02 1.1 0.5 -0.4 2.7 0.0 1.1 1.5 2.4 1.4 0.5 1.3 0.9
03 -0.7 1.6 0.4 0.9 0.6 -0.1 -0.1 2.1 2.3 0.5 1.1 0.9
04 0.1 -3.7 -0.3 -1.1 -0.7 1.7 1.1 2.2 1.6 0.8 1.3 0.8
199801 0.0 -0.9 0.3 -2.4 -0.1 2.9 0.9 0.4 1.3 0.4 0.8 0.6
02 0.2 5.3 0.5 5.0 1.3 -3.4 -0.5 1.5 0.8 0.9 0.7 0.6
03 -0.5 0.2 -0.1 1.3 0.1 -0.6 0.5 1.3 1.0 0.6 0.8 0.5
Percentage change, latest quarter on corresponding quarter of previous year
1996 01 5.3 1.5 0.8 6.1 1.4 0.1 0.9 4.5 4.2 1.8 2.7 2.2
02 -0.2 4.5 -0.2 6.0 0.8 0.8 4.1 3.6 4.6 1.7 3.4 2.5
03 21 5.0 0.1 5.6 1.1 2.1 4.4 3.5 4.0 2.1 3.4 2.6
04 0.6 2.5 0.8 3.6 1.2 3.0 3.5 5.4 4.8 2.2 3.7 2.9
199701 -2.8 -0.2 1.1 -1.2 0.8 3.0 3.9 7.0 5.6 1.3 3.9 2.8
02 3.3 -1.1 1.2 0.3 0.9 4.1 3.3 9.5 5.9 1.4 4.3 3.2
03 0.5 -0.1 1.3 1.3 1.1 3.0 2.5 10.7 7.6 1.3 4.8 3.4
04 1.1 -3.0 0.5 1.2 0.2 3.1 2.9 10.5 8.1 1.4 5.1 3.4
1998 01 0.5 -2.6 0.1 0.0 -0.2 5.7 3.3 7.4 6.7 2.2 4.6 3.2
02 -0.4 2.0 0.9 2.2 1.2 1.0 1.3 6.3 6.1 2.6 4.0 2.9
03 -0.2 0.6 0.4 2.6 0.6 0.4 2.0 5.5 4.8 2.7 3.6 2.5

1 Estimates canrK>t be regarded as accurate to the last digit shown.

2 Components of output are valued at basic prices, which excludes taxes
and subsidies on production.

3 Weights may not sum to the totals due to rounding.



Gross vapy. added at constant 1995 basic prices, by category of output’

1995 = 100
continued Service industries
Public
Real adminis-
estate, tratiOn,
Wholesal Hotels renting O hi dr;?telgggl Health and
olesale - - d wnership :
Financial an _ .
and retail and Transgg;‘t Zr?gt interme- business of social | social Othe?: Total
trade; restau- diation activities  dwellings ~ security Education work  sen/ices® FISIMN services
repairs rants  Storage telecom
1995 54 29 67 111 72 61 56 65 43 -40 664
Weights Y ” GDQO GDQP GDQQ GDQ
GDOI GDQK GDQL D DOR GDQJ GDQS
GbQc GOOD  GDOF GDQ%% — 93 5 97.8  101.3 08.7 95.0 057 958 96.8
1994 97.5 101.2 100-0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1995 100.0 100.0 1007 1108 104.3 106.8 101.4 98.5 101.6 104.4 103.7 105.5 103.3
1996 %8:7%.431 %8:23-‘21 07> 1267 109 7 118.2 103.6 96.4 103.3 107.9 106.4  112.9 108.0
1997 : ' '
Seasonally adjusted
106.8 103.7 104.0 100.6 98.8 100.8 103.0 102.7 103.2 102.0
1996 Q1 101.6 1822 18(1)(32 108.5 103.2 106.5 101.1 08.8 101.3 103.9 102.6 104.2 102.9
Q2 %84212 1018 100'1 111.8 104.0 107.8 101.7 98.4 101.9 104.7 104.2 106.5 103.6
o loas 1038 1014 1163 1063 1088 102.2 98.0 102.6 106.1 1053  107.9 1047
104.8 120.3 106.7 113.8 102.6 96.5 102.7 106.4 104.8 108.8 106.0
1997 Q1 1059 %8%@ 1050 126.0 109.4 116.4 103.2 96.2 103.3 107.3 1059 1135  107.3
Q:Z)) 1073 1032 108.0  128.9 110.5 120.0 104.0 96.5 103.6 108.3 106.4 1135 108.6
84 108.3 105.0 110.3 131.7 112.1 122.8 104.7 96.3 103.7 109.7 108.6 115.8 110.0
104.2 110.2 133.5 113.3 125.2 105.1 95.5 104.0 111.1 109.3 117.3 110.8
1998 812 T on5 1115  136.0 114.7 126.5 105.5 95.3 104.5 112.9 1114 1192 1116
03 1100  103.1 1125  138.8 116.3 128.9 106.0 95.2 105.1 114.2 112.0 1235 1125
Percentage change, latest year on previous year
1996 10.8 6.8 1.4 -1.5 1.6 4.4 3.7 5.5 3.3
1997 14.4 10.7 2.2 -2.1 1.7 3.4 2.6 7.0 4.5
Percentage change, latest quarter on previous quarter
1996 Q1 0.2 -0.6 0.6 1.0 1.8 1.5 1.0
Q2 0.5 0.0 0.5 0.9 -0.1 1.0 0.9
Q3 0.6 -0.4 0.6 0.8 1.6 2.2 0.7
Q4 0.5 -0.4 0.7 1.3 1.1 1.3 1.0
1997 Q1 0.4 -1.5 0.1 0.3 -0.5 0.8 1.2
Q2 0.6 -0.3 0.6 0.8 1.0 4.3 1.3
Q3 0.8 0.3 0.3 0.9 0.5 0.0 1.1
Q4 0.7 -0.2 0.1 1.3 2.1 2.0 1.3
1998 QL 0.4 -0.8 0.3 1.3 0.6 1.3 0.8
Q2 0.4 -0.2 0.5 1.6 1.9 1.6 0.7
Q3 0.5 -0.1 0.6 1.2 0.5 3.6 0.8
Percentage change, latest quarter on corresponding quarter of previous year
1996 Q1 11.6 1.3 -2.1 0.8 5.1 4.1 4.6 2.7
Q2 10.5 1.2 -1.2 1.5 4.3 2.4 4.7 3.4
Qi 10.3 1.4 -1.3 1.9 4.3 3.9 6.4 3.4
Q 11.1 1.8 1.4 2.4 4.0 4.4 6.1 3.7
1997 812 12.6 2.0 -2.3 1.9 3.3 2.0 5.4 3.9
O3 16.1 2.1 -2.6 2.0 3.3 3.2 8.9 4.3
o4 15.3 2.3 -1.9 1.7 3.4 2.1 6.6 4.8
13.2 2.4 -1.7 1.1 3.4 3.1 7.3 5.1
1998 Q1
82 2.4 -1.0 1.3 4.4 4.3 7.8 4.6
Q3 2.2 -0.9 1.2 5.2 5.2 5.0 4.0
1.9 -1.3 1.4 5.4 5.3 8.8 3.6

1 Estimates cannot be regarded as accurate to the last digit shown.

N\

4 Financial intermediation sen/ices indirectly measured.

o .valued at basic prices, which excludes taxes
and subsidias on production.

3 Comprising sections O, P and Q of the SIC(92).



"®R® pl'ices: individual measures

C million
Index numbers (1995=100)

Expenditure- At current prices

Value indices at current prices

based Volume indices at 1995 prices
estimate Expenditure- Income- -
Expenditure- -
at 1995 based based  Residuai P based Income- Expenditure- Income-  Qutput-
prices estimate estimate error’ estimate l:?ased t_)ased based based
estimate estimate estimate™ estimate
CAGR CAGQ CAGS DJDS CANJ
1 1994 617 402 604 162 604 162 04 9 CQE‘; CANK GANN YBFR
E 1995 634 066 634 066 634 066 100.0 100.0 97.3 97.3 97.5
1996 650 229 672 572 672 572 1059 105 100.0 100.0 100.0
1997 671 040 710 506 708 896 1610 112 5 ' 102.6 102.6 102.6
Seasonally adjusted
CAFH
160 273 164 738 164 738
161 457 167 108 167 108 iﬁ;‘j igg'i 18;'2 101.8 101.7
163 349 169 632 169 632 106.7 06 7 P 102.2 102.2
165150 171 094 171 094 107.7 107-7 103.4 iggi 185573
166 628 174 001 173 416 109.8 109.5 104.7 104.4 104.7
168 070 179769 179 372 | | ' 105.4 105.6
113.8 113.6 106.6 106.4
168 847 180 614 180 546 - : 106.6
114.7 114.7 107.5 107.4 107.4
1998 Q1 170 927 182 355 182 976 -621 115.5 115.8
. . 107.8 .
Q3 171 429 185 380 186 606 -1 226 118.0 118.7 108.6 109.2 109.4
' Percentage change, latest year on previous year
1996 2.5 6.1 6.1 5.9 5.9 2.6 2.6 2.6
Percentage change, latest quarter on previous quarter
1996 Q1 0.4 2.1 2.1 2.1 2.1 0.9 0.9 1.0
Q2 0.7 1.4 1.4 1.4 1.4 0.5 0.5 0.5
Q3 1.2 1.5 1.5 1.5 1.5 0.6 0.6 0.6
04 1.1 0.9 0.9 0.9 0.9 0.8 0.8 0.8
1997 01 0.9 1.7 1.4 1.7 1.4 0.9 0.6 0.9
02 0.5 1.2 1.2 1.2 1.2 0.9 0.9 0.9
03 0.3 2.1 2.2 2.1 2.2 0.8 0.9 0.9
04 0.5 0.5 0.7 0.5 0.7 0.7 0.9 0.8
1998 01 1.2 1.0 1.3 1.0 1.3 0.4 0.7 0.7
02 0.1 0.8 1.0 0.8 1.0 0.5 0.7 0.6
03 0.2 0.e 0.9 0.8 0.9 0.4 0.6 0.5
Percentage change, latest quarter on corresponding quarter of previous year
199601 1.6 5.5 5.5 5.5 5.5 2.2 2.2 2.2
02 2.5 6.2 6.2 6.2 6.2 2.5 2.5 2.5
03 2.6 6.5 6.5 6.5 6.5 2.6 2.6 2.7
3.5 6.1 6.1 6.1 6.1 2.9 2.9 3.0
1997 01 4.0 5.6 5.3 5.6 5.3 2.9 2.5 2.9
02 3.7 5.4 5.1 5.4 5.1 32 2.9 3.4
03 2.9 6.0 5.7 6.0 5.7 3.4 3.2 3.6
04 2.2 5.6 5.5 5.6 5.5 3.3 3.3 3.6
1998 01 26 4.8 55 4.8 5.5 2.7 3.4 3.3
02 2.2 4.4 5.3 4.4 5.3 2.3 3.2 3.0
03 2.0 3.1 4.0 3.1 4.0 2.0 2.9 2.6

1 The residual error is, by convention, the amount by which the expenditure
Nsed approach to measunng GDP exceeds the income-based estimate. It

IS also the sum of two components:

the statistical discrepancy (expendi-

ture) with sign reversed, and the statistical discrepancy (Income) with natur-

al sign.

2 Income data deflated by the implied GDP deflator, based on expenditure

data.



revisions analysis
Revisions since last edition of

National accounts aggregates

= S s S s .ic producta, marKe. prices

'tr*"S vS af£"baU prices

N GrosVd™mestic product at market prices

less Basic price adjustment
Gross value added at basic prices

90S S a..ar.e. prices

Non”pro'fifmaking institutions serving househoids

General government
Gross fixed capital formation

Changes In inventories
Acquisitions less disposals of valuables

Total

Total exports |
Statistical discrepancy (expenditure)

Total imports

Expenditure components at constant 1995 prices
Domestic expenditure on goods and services at market prices

Househoids N
Non-profit making institutions serving households
General government

Gross fixed capital formation

Changes in inventories

Acquisitions less disposals of valuables

Total

Total exports
Statistical discrepancy (expenditure)

Total imports

Income components as current prices
Compensation of employeees
Gross operating surplus of corporations
Other income
Gross value added at factor cost
Taxes on products & production less Subsidies
Statistical discrepancy (income)

Output components index at constant 1995 basic prices
Agriculture, forestry and fishing
Mining and quarrying including oil and gas extraction
Manufacturing
Electricity, gas and water supply
Construction
Distribution hotels and catering; repairs
Transport, storage and communications
Business services and finance
Government and other services
Gross value added at basic prices

UK Economic Accounts

vmflk

INEAP
ABML

XBMI
NTAO

ABJQ
HAYE
NVRP
NPQS
CAEX
NPJQ
YBIL
IKBH
GIXM
IKB |

ABJR
HAYO
NVRY
NPQT
CAFO
NTJR
YBIM

IKBK
GIXS
IKBL

DTVWM
CGBZ
CGBX

CMVL
GIXQ

GDQA

1996

1997

2216
1233
983

2513

1159
1354

-1 919

-38
669

6

-1 282
-196

3 025
-669

-1 596

647
-2

6
-945
-267
2 850
-534

3 933
-4472
558

4 049

1281
-3 114

-0.1
-0,1

0.3
0.9
0.2
-0.3
1.5
-0.8
0.2

1997
Q1

830
181
649

244
301
243

-212

427
15
-192
18

56
20
688
-66

-125

32
/5
-145
16
-147
-7 3
657
-107

69

1 069
61
1199
199
-568

-0.1

0.1
0.5
0.8
-0.1
- 1.0
1.8
-0.6
0.2

600
103
497

514
255
259

-365

-142
199
-82
-46

-436
-29
807

-258

-317
44
72
-95
-43
427
-60
766
-235

723
-21
512
1214

100
714

-0.1

0.7
1.0
0.4
1.5

- 1.0
0.2

377
412
-35

350
143
207

-325

-192
.52
44

48

-565

-118
848

212

-419

-29
-32
-64
45
-499
-132
794
-187

1651
-1 033
142
760
439
-822

-0.1
0.2
11
0.1

-0.5
1.3

-0.7
0.1

405
537
-132

1 105
460
645

-1 017

-131
507
318
-14

-337
-69
678

-133

1490
-457
-157
876
543

-1 014

-0.1
-0.1
-0.2
0.6
0.4

1.5
-0.8
0.4

429
-870
1299

1013
177
836

764
20

297
485
18
64
175

169
-21

-586

32
157
465

17

85
578
159

-191

1583

476
-321
1738
-861
-448

0.1
-0.2
0.1
0.2
1.3
0.9

1.8
-1.0
0.6

£ million

114

351
-237

1035
165
870

-375
96
-21
631
-316
-67
-52
259
46
139

-399

-148

654
277
61
-230
916
46
-303

1399
-504
-674
221
342
-449

0.4
0.2
0.2
0.2
0.7
0.7
-0.6
1.3
-0.6
0.6






Household final consumption expenditure

Durable goods

Total

At current prices

1994
1995
1996
1997

Unadjusted

1996 Q1
02
03
04

1997 Q1
Q2
Q3
Q4

1998 Q1
Q2
Q3

AEIT
37 080
39 496

43 679
40 944

10 570

9 591
13 086
10 432

11 434
10 704

14 909
11 897

13 372
11 410
14 851

Venhi-
cles

CCDT
19 778
20 749
23 467
26 845

5 782
5119
8 327

4 239

6 290
5 755
9677

5123

/7 808
6 223
9 458

Seasonally adjusted

1996 Q1
Q2
03
Q4

1997 Q1
Q2
Q3
Q4

1998 Q1
Q2
03

AEIU
10416
10 976
10 969
11 318

11 241
12 072
12 645
12 986

13 068
12 790
12 759

CCEH
5 516
5976
5 876
6 099

5 938
6 583
7 037

[ 287

7 345
7047
6 976

Other

dura-
bles

ABZB

18 102
10 747
20 212

22 099

4 788
4 472
4 759

6 193

5144
4 949
5232
6774

5 564
5 187
5 393

ABZC
4 900
5 000

5 093
5219

5 303
5489
5 608
5 699

5723
5743
5 783

Total

ABZR

186 431
194 142
207 611
217 048

48 200
49 785
49 919
59 707

50 836
52 329
51 998
61 885

51 488
53 910
52 935

ABZS
50 714
51 659
52 268
52 970

53 677
53 996
54 463
54 912

54 639
55 586
55 462

Food

CCDW
47 122
49 274
52 513
53 188

12 585
12 968
13 294

13 666

12917
13 206
13 073
13 992

12 915

13 593
13 395

CCEK
12 928
12 956
13 331
13 298

13 271
13 175
13 158
13 584

13 277
13 545
13 491

Percentage change, latest year on previous year

1996
1997

Percentage change, latest quarter on previous quarter

1996 Q1
Q2
03
Q4

1997 Q1
Q2
Q3
Q4

1998 Q1
Q2
03

Percentage change, latest quarter on corresponding quarter of

10.6
121

4.4
5.4
0.1
3.2

w0/
1.4

13.1
144

1
O wWooN whk o
O F o () N(oNI{eo N O)) oco~NwWpN

RFPo wo

7.8
9.3

6.9
4.5

2.5
1.9
1.2

6.6
1.3

N O N

| ' | '
WOOo oNOow
NPFE NN

L
how

Alcohol

&

tobacco

CDFH
36 624
37 456
39 618
41 199

8 878
9 931
9 924
10 885

9455
10 321
10 358
11 065

9417
10414
10 202

CEGA
9 695
9 965
9 896

10 062

10 307
10 271
10410
10211

10 279
10 342
10 273

= O
O

2.4
2.8

w0 /

1.7
2.4

m03

1.4

ml9

0.7
0.6

w0/

Non-durable goods

Cloth-
Ing &
foot-
wear

CODE
26 893
28 347
29 564
31 405

5 887
6812
7 033
9 832

6 292
[ 256
[/ 446
10411

6 493
7 379
7 594

CCRH
7 208

7 355
7 464
[/ 537

7 689
7 809
7 897
8010

7 937
7 956
8 059

o &
N W

-1.3
2.0
1.5
1.0

2.0
1.6
1.1
1.4

-0.9
0.2
1.3

Energy
pro-
ducts

CCEC
26 857
27 118
28 822
28 7134

8 282
6 468
5> 937
8 135

8 207
6 482
6 128
7917

7874

6 583
6 211

CCEQ
7 119
7311
7 077
7315

7 178
7/ 238
7181
7 137

/7 011
7/ 356
7 292

W N
NN e

il coor
OO OWwE®

O b

previous year

Other
goods

ABZN
48 935
51 947
57 094
62 522

12 568
13 606
13 731
17 189

13 965
15 064
14 993
18 500

14 789
15 941
15 533

ABZO
13 764
14 072
14 500
14 758

15 232
15 503
15817

15 970

16 135
16 387
16 347

© ©
U1 ©

2.2

3.0
1.8

3.2
1.8

2.0
1.0

1.0
1.6
0.2

Total

ABJV

194 951
204 815
216 551
232 317

51 253
53 670
57 543
54 085

54 565
57 821
61 737
58 194

58 446
61 873
66 203

ABJW
53 405
53 343
54 426
55 377

56 693
57 536
58 607
59 481

60 845
61 557
62 690

Rent,

water &

sewe-
rage

charges

ABRG
56 297
59 798
62 197
66 200

15 200
15378
15 697
15 922

16 070
16 533
16 805
16 792

17 000
17 095
17 199

ABRH
15 309
15 292
15 630
15 966

16 123
16 481
16 757
16 839

17 046

17 053
17 124

o
»O

NNON
FP NP W

O R N

roNn OTuNO

COpR

Cate-
ring

CDEY
36 459
37 727
40 786
43 006

8 969
10 137
11 699

9 981

9 547
10613
12 183
10 663

10 291

11 736
13 528

CCSY

9 983
10 159
10319
10 325

10 528
10 635
10 872
10 971

11 361
11 738
12 187

8.1
5.4

3.5
1.8
1.6
0.1

WWwWw ONER
oCwWwo ©ONO

Trans-
port &

communi-

cation

ABOZ
39 603
41 360
43 211
46 292

9795
10719
12 086
10 611

10 422
11 470
12918
11 482

10 998
12 137
13 693

ABJY
10 650
10 724
10 907
10 930

11 391
11 466
11 615
11 820

12 046
12 123
12 276

P RPRPROPr ORLOO

= O
w o

Finan-
cial

services

CEGK
16 226
16 784
18 958
21 461

4 667
4 624
4 706
4 961

5 096
5 266
5473
5 626

5 755
6 002
5 992

CEGL
4 642
4 608
4 706
5 002

5076
5230
5479
5676

5741
5 946
6 000

13.0
13.2

1
ONO M

DO Wk N~

WH W

O W
O MR

Other
sen/-
Ices

ABOY
46 366
49 146
51 399
55 358

12 622
12812
13 355
12610

13 430
13 939
14 358
13 631

14 402

14 903
15 791

ABKQ
12 821
12 560
12 864
13 154

13 575
13 724
13 884
14 175

14 651
14 697
15 103

~N A
N o

PNNRN WRhOO

0w N

E million

House-
hoid
expen-
diture

ABPB
419 262
438 453
467 841
498 309

110 023
113 046
120 548
124 224

116 835
120 854

128 644
131 976

123 306
127 193
133 989

ABJQ
114 535
115 978
117 663
119665

121 611
123 604
125 715
127 379

128 552
129 933
130 911

oo
GIN

2.6
1.3
1.5
1.7

1.6
1.6
1.7

1.3

0.9
11

0.8



A7 Household final consumption expenditure

oontinued

Durable goods

Total

Vehl-
cles

Revalued at 1995 prices

1994
1995
1996
1997

Unadjusted

1996 01
02

03
04

1997 01
02

03
04

199801
02

03

Seasonally adjusted

1996 Q1
Q2
03
04

1997 01
02
03
04

1998 01
02
03

AEIV
38 583
39 496
42 701
46 792

10461

9 388
12718
10 134

11 013
10 214
14 106
11 459

12 793
10 890
14 145

AEIW
10 270
10 830
10 670
10931

10770

11623
12 021
12 378

12 468
12 322
12 211

CcCBJ
20 334

20 749
22 673
24 729

5 6389
4 989
7 983
4012

5863
5 302
8 860
4 704

7 143
5665
8 610

CCBX
5410
5694
5623
S5 746

5503
6140
6 427

6 659

6 700
6 483
6 302

Other
dura-
bles

ABZD
18 249
18 747
20 028
22 063

4 772
4 399
4 735
6 122

5150
4 912
5 246
6 755

5 650
5 225
5 535

ABZE
4 860

4 936
5047

5185

5267
5483
5 594
5719

5 768
5 839
5 909

Total

ABZT

192 173
194 142
202 340
208 243

47 497
48 466
48 627

57 750

49 243
50 301
49 688
59 011

49 248
50 708
49 882

ABZU
49 827
50 399
50 863
51 251

51 833
52 060
51 953
52 397

52 042
52 556
52 307

Non-durable goods

Food

CCBM

48 931
49 274
50 931

51 788

12 155
12 462
12 896
13418

12 563
12 972
12 726
13 527

12 479

13 132
12 922

CCCA
12544
12 461
12 923
13 003

12960
12 962
12 774
13 092

12 889
13107
12 980

Percentage change, latest year on previous year

1996
1997

Percentage change, latest quarter on previous quarter

1996 Q1
Q2

Q3
04

1997 01
02

03
04

1998 01
02
03

0.7
-1.2
-0.9

9.1

6.8
10.2

1.1
1.6

NN B

0.9
1.2
1.2

2
9

1.7
1.1
0.9
0.8

1.1
0.4
-0.2
0.9

-0.7
1.0
-0.5

3.4
1.7

Cwow
S ENIENE

m0)3
0.0
ml5
2.5

w16
1.7

w10

Alcohol
&

tobacco

FCCA
38 441
37 456
38 007
37 814

8 714
9 561
9416
10 316

8 863
9499
9 392
10060

8 408
9071
8 827

FCCD
9 451
9610
9 445
9 501

9 621
9 501
9459
9 233

9135
9 054
8919

1.5
-0.5

1.3
1.7
1.7
0.6

1.3
1.2

m)4

w4

mll

m)9
ml5

Cloth-
Ing &
foot-
wear

FCCB
26 928
28 347
29 773
31 372

6 060
6 843
(222
9648

6434
7 202
7/ 561
10 175

6 654
/7 316
[/ 766

FCCE
7 281
7433
7 526
7533

7 702
/7 808
/ 865
7 997

7 970
7 952
8 068

o1 07
O

0.2
2.1

1.3
0.1

2.2
1.4
0.7
1.7

m0)3
m)?2
1.5

Energy
pro-
ducts

CCBS
217 754

27 118

28 210
27 558

8 204
6 394
5794
/818

7 944
6 243

5 724
7 647

7 739
6 226
5 841

CCCG

7 040
[/ 214
6 944

7 012

6 906
6 965
6 786
6 901

6 /791
7 046
7 026

ml 6
3.8
m0)3

Percentage change, latest quarter on corresponding gquarter of previous year

1996 01
02
03
04

199701
02
03
04

1998 01
02
03

4.5
11.1

6.3
10.7

4.9

7.3
12.7

13.2

15.8
6.0
1.6

2.9
15.4
5.9
13.3

1.7
4.2
14.3
15.9

21.8
5.6
-1.9

N OO
Ooooh,~w

8.4
111

10.8
10.3

9.5
6.5
5.6

o0 OO W

NOoOhR NFPWO

0.9
1.1
4.5
7.0

3.3
4.0
ml?2
0.7

m)5
1.1
1.6

B ONO
o 0000~

1.
-1.1
0.1
-2.8

-5.1
4.7

-5.7

W o U1 0T
WWWN

N U10O 00

Np W OO

o 00 Ul

Other
goods

ABZP
50 119
51 947
55419
59 711

12 364
13 206
13 299
16 550

13 439
14 385
14 285
17 602

13 968
14 963
14 526

ABZQ
13511
13681
14 025
14 202

14 644
14 824
15069
15 174
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