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Introduction

. N»C _ thP nuarterlv national accounts publication brings together recently published data on national
UK Economic -“ccounfs N J payments for the United Kingdom. UK Economic Accounts replaces the articles

on'thrNatfonTI'"*Accounts and ~Balance 0 f Payments previously included in Economic Trends. It contains two articles

fncorporating text, charts and tables.

24 Seotember 1998 the UK national accounts were converted onto the European System of Accounts 1995

"gAQSI Thirchangf results in a number of changes to the terminology and methodology used In presenting and
nmnNino the accounU A short description of the national accounts is given in the introduction to the 1999 edition of United

SrAccrnfi S S s, Sources and Methods (TSO 1998) and an overview of the move to ESA95 is available In
| tAnrinn th> FSA95 IP the UK (TSO 1998). Detalls of the balance of payments accounts are given in the 1999 edition of
thi Phk Book. Further information on the financial accounts is in the Financial Statistics and the Financial Statistics

Explanatory Handbook.

Key Economic Developments; The second quartero f2000
This article brings together a range of economic statistics
on the last quarter and highlights key developments in the

economy.

UK Economic Accounts: The second quarterof2000

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 the
balance of payments. Detailed analysis of households’
expenditure, gross capital formation, imports and exports
are shown together with accounts of households sector
Income, corporations and general government. Summary
financial accounts for each sector are included. There is an

extended section covering balance of payments.

Appendixtables

The tables in the Appendix give series of quarterly figures and
guarterly and annual growth rates. The data In these tables
can be obtained in computer readable form via On-line Serv-
ices Branch. For details see box below.

Comments

National Statistics Is keen to receive comments on this pub-
lication. Comments should be sent to Jon Beadle, National
Accounts Division, D3/12, 1 Drummond Gate, London SW1V

200Q. (Tel: 020-7533 5938). E-maw.jon.beadle@ons.gov.uk

Notes on the tables

1 Most quarterly data are available seasonally

adjusted: those not seasonally adjusted are
iIndicated.

UK Economic Accounts data in computer-readable form

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

“Billion" denotes one thousand million.

There is no single correct definition of money.
Consequently, several definitions of money stocks are
used:

MO the narrowest measure consists of notes and
coins on 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 In 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.
DM - Deutschmark
ERM - Exchange Rate Mechanism
ERI - Exchange Rate Index
Symbols used:

not available
nil or less than half the final digit shown

This publication Is available in electronic format via the National Statistics DataBank and StatBase® Services.

The DataBank Service provides electronic versions of various National Statistics business and economic publications and
press notices on diskette, or as files downloadable via the Internet. The DataBank catalogue can be found on the National
Statistics website (http://www.statistics.gov.uk/) at http://www.statistics.gov.uk/databank/dbcatalog.asp

provides on-line access to individual and groups of time series, cross sectional data and metadata. StatBase®
IS eld on the National Statistics web-site at: http://www.statistics.gov.uk/statbase/mainmenu.asp. StatBase/TimeZone®

contains all of the data in this publication.

services please contact: National Statistics On-Line Services Branch. B1/05, 1 Drummond Gate

200 (Tel: 020 7533 5675 Fax: 020 7533 5688 Email: on-line.service.branch@statistics.gov.uk).
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KEY ECONOMIC DEVELOPMENTS
THE SECOND QUARTER OF 2000

ECONOMIC BACKGROUND

Markets and monetary developments

Follo\wing a rise in interest rates to 6.0 percent in February
2000, the base rate remained stable throughout the
second quarter of 2000 at this level. While the labour
market remained tight throughout the quarter there were
a number of factors outweighing this upside risk that
persuaded the Monetary Policy Committee to keep rates
stable. These included the drag on GDP from net trade,
the cooling housing market and a slowing in average

earnings growth.

Following a peak in the first quarter of the year, the trade
weighted sterling index depreciated by 0.6 per cent in the
second quarter, following appreciations of over 2.0 per
cent inthe last two quarters (chart 1). Monthly data shows
that the index continued to rise into April, but then fell into
May and June. This follows a depreciation of 4.7 percent
against the American Dollar and of 5.0 per cent against
the Japanese Yen over the quarter. However, the pound
appreciated by 0.7 per cent against the Euro, which may
reflect weakness In the Euro caused by unfavourable
comparisons of growth in the EU15 against the US, rather
than a strong pound.

The FTSE 100-share index fell by 1.1 per cent in the
second quarter of 2000, from an average level of 6397 In
guarter one to 6324 in quarter two. Monthly data shows
that the series reached a trough in May 2000 and has
picked up since then. The FTSE all-share index also fell
Into quartertwo, down 1.2 per cent on the previous quarter.

Annual broad money (M4) growth rose from 4.0 per cent
In quarter one to 5.5 per cent in quarter two. This
represents a change in the trend of the series which had
been falling from the third quarter of 1997 until the first
qguarter of 2000. In recent quarters these movements have
been driven by M4 holdings of other financial institutions,
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Trade Weighted Sterling Exchange Rate Index

1990=100
12D

110

100

such as securities dealers, Implying that there is likely to
be less of a link between aggregate money holdings and
nominal spending. Annual narrow money (MO) growth
fell from 9.8 per cent in quarter one to 7,9 per cent In
guarter two, with the bank gradually withdrawing some of
the excess liquidity it made available for the millennium
transition. Although growth in narrow money continues to
exceed groiwth in nominal retail spending, the decline In
MO growth does coincide with a decline in retail spending.

Gross consumer credit, seasonally adjusted, rose by
£790 million in quarter two to reach £41.3 billion, following
a rise of £1.9 billion in the previous quarter. Gross
consumer credit has been rising continuously since the
first quarter of 1997. One phenomena that the Bank of
England is currently paying attention to iIs mortgage equity
withdrawal, this is defined as borrowing secured on, but
not invested In, the stock of housing. As financial
Institutions become more eager to lend money
consumers are becoming more willing to use their
houses as collateral to increase their access to funds,
this suggests the possibility of a growing link between
the housing market and consumption. Mortgages equity
withdrawal rose sharply into the third quarter of 1999 and
has gradually declined since then, although it should be
noted that even at its peak mortgage equity withdrawal
did not reach the level of the 1980s.

Prices

Annual growth inthe headline retail price index (RPI) rose
from 2.3 per cent in quarter one 2000 to 3.1 per cent In
guarter two. However, excluding mortgage interest
payments (RPIX), the annual rate remained at 2.1 per
cent in quarter two 2000.

The headline rate of inflation continues to hide a
substantial sectoral difference (chart 2), although the gap
between goods and services inflation has moderated In
the second quarter, from 4.3 per cent in quarter one to 3.1

Chart 2
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Chart 3

Output Prices
annual percentage changes

per cent. This reflects the return to inflation of goods
prices, growing by 0.4 per cent in the year to quarter two,
after negative growth of -0.1 per cent in quarter one.
Services inflation fell from 4.2 per cent in quarter one to
3.5 per cent In quarter two, the rise Iinto quarter one iIs
mainly attributed to insurance premiums and the fall into
guarter two to the utilities, in particular water companies
after OFWAT's decision to cut water prices.

Annual growth In producer output prices for all
manufactured goods was 2.6 per cent in the second
qguarter of 2000, up from 2.4 per cent Iin the first quarter.
Despite an attempt by OPEC to provide stability in ol
prices, they remained volatile over the quarter. OPEC had
ncreased output by 1.5m barrels per day at end of March,
with the aim of getting the price down to $25 per barrel.
However, disagreements over which countries would
Increase output soon arose. By mid May prices had edgeo
towards $30 per barrel again, compounded by increasec
demand from the world economy. A further rise of 700,000
barrels per day was agreed in late June. These price
changes can be seen clearly in the producer price Indices
(chart 3). When food, beverages, tobacco and petroleum
are excluded the growth of producer prices is much lower
but showing signs of rising, at 0.9 per cent in quarter two,
up from 0.5 per cent in quarter one. Also reflecting the
strong rise In oil prices, the growth of input prices
continued to remain strong at 11.4 per cent, although this
IS down from 12.8 per cent in quarter one. Excluding food,
beverages, tobacco and petroleum products, gro\Arth In
manufacturing input prices rose from 1.6 per cent In
guarter one to 3.2 per cent in quarter two. This strong rise
suggests that the weakening of pound against the dollar

and yen may have had an effect on manufacturers who
Import their raw materials.

For the economy as a whole, the annual gro\Arth of the
GDP deflatorwas 1.9 per cent in quarter two, significantly
down from 2.7 per cent in the first quarter of 2000.

The housing market showed mixed signs in the second
guarter of 2000, with the two leading house price indices,
Halifax and Nationwide, both telling different stories!
Annual growth In the Halifax index fell from 15.0 per cent
In quarter one to 11.6 per cent in quarter two. In contrast,

Chart 4
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annual growth In the Nationwide index rose from 14.6
per cent to 15.9 per cent over the same period.

Labour market, productivity and unit wage costs

The labour force survey showed employment rising by
106.000 In the second quarter of 2000, after a rise of
55.000 inthe previous quarter. Workforce jobs, measured
by employer surveys, rose by 59,000 on the quarter,
following a fall of 10,000 in quarter one. Correspondingly,
ILO unemployment fell by 91,000 in gquarter two,
compared with a fall of 20,000 in the In quarter one, the
ILO unemployment rate fell by 0.3 percentage points to
reach 5.5 per cent. The claimant count also continued to
decline, by 46,100 in quarter two to reach a level of 1.1
million, its rate at 3.8 per cent in quarter two was the
lowest rate since the fourth quarter of 1975.

The headline employment figures hide significant
discrepancies between the sectors. Employment in
manufacturing fell by 34,000 into quarter two 2000, after
a fall of just 7,000 into quarter one. Employment In
services rose into the second quarter by 32,000, almost
totally reversing the decline into quarter one.

Annual average earnings growth fell sharply from 5.7 per
cent in quarter one to 4.1 per cent in guarter two 2000
(chart 4). This decline Is mainly caused by millennium
and Christmas bonuses falling out of the three month
headline rate calculation. More generally, the index
excluding bonuses is not accelerating..

Annual gro\Arth in productivity in the manufacturing sector
remains high, despite a slight fall to 4.1 per cent In the
second quarter, down from 4.4 per cent In quarter one
and from 5.6 per cent in the fourth quarter of 1999.
Manufacturing unit wage costs remain subdued, growing
by 0.5 per cent in the year to quarter two, the same as In
guarter one. This follows a decline In unit wage costs at
the end of 1999.



NATIONALACCOUNTS

Output and expenditure

GDP at constant market prices grew by 0.9 per cent in the
second quarter of 2000. compared to growth of 0.5 per
cent in quarter one and 0.7 per cent In quarter four 1999.
Annual growth for quarter two 2000 was 3.2 per cent, up
from 3.0 per cent in quarter one.

The breakdown of GDP measured by output, at basic
prices, shows that following its decline in the first quarter
of 0.5 per cent, manufacturing recovered slightly in the
second quarter with growth of 0.4 per cent. Output In
mining and quarrying rose by 4.9 per cent in quarter two.
following two consecutive quarters of decline. Electricity,
gas and water supply also grew strongly in quarter two,
with growth of 6.0 per cent following a decline of 2.3 per
cent In quarter one 2000. Behind the growth in the two
energy sectors were cooler weather than usual for the
time of year, increased production as a number of
maintenance schemes finished and an increase in gas
production for export to ED economies, partly driven by
higher prices abroad. Construction output fell by 1.7 per
cent in quarter two, after growing by 3.1 per cent in guarter
one. These movements reflect unusual weather
conditions for the time of year.

Total services grew by 0.9 per cent in guarter two, up from
growth of 0.6 per cent in quarter one. Within this,
distribution, hotels and catering grew by 0.9 per cent In
qguarter two 2000, up from 0.4 per cent in quarter one.
Transport, storage and communications grew by 1.2 per
cent in quarter two, down marginally from 1.3 per cent In
guarter one. Business services and finance grew strongly,
with growth of 1.3 per cent in the second quarter, after 0.9
per cent In the first, growth here came from areas such
as legal activities, accountancy, and architecture as well
as the computer service industry.

The breakdown of GDP measured by expenditure at
constant market prices shows that household final
consumption expenditure grew by 0.8 per cent In the
second quarter of 2000, following growth of 0.6 per cent
In quarter one. The modest pick-up in quarterly growth In
the second quarter was due to a pick up in consumption
of services. Gross fixed capital formation grew by 0.9 per
cent In quarter two, following a decline of 0.8 per cent In
guarter one, however, the annual rate slipped from 2.1
per cent in quarter one to 1.9 in quarter two 2000.
Stockbuilding continued in the second quarter, with £819
million added to stocks, this compares to the £582 million
added Iin quarter one. The trade balance deteriorated into
the second quarter as export growth fell from 2.3 per cent
In quarter one to 2.0 per cent in quarter two, and imports

growth rose from 1.2 per cent to 2.2 per cent in quarter
two.

The breakdown of GDP measured by income shows that
compensation of employees rose by a mere 0.1 per cent
In the second quarter of 2000, down significantly from 1.1
per cent in quarter one, this reflects the sharp slowdown
In the average earnings growth rate as bonuses fell out
of the comparison. This is the lowest rate of growth seen
since the first quarter of 1967, when the economy was in
the aftermath of a pay freeze. Total gross operating
surplus of corporations rose by 5.2 per cent in the second

qguarter, aftergrowth ofjust 0.6 per cent in the first quarter.
While quarterly growth of public corporations fell and
growth of financial corporations rose into quarter two,
growth in gross operating surplus of private non-financial

corporations rose from 2.0 per cent to 3.3 per cent In
guarter two, this Is mainly due to higher oil company

profits. Mixed income, income from selfemployment, rose

by 0.5 per cent in quarter two, up from 0.3 p>er cent In
guarter one.

SECTORACCOUNTS

Overview

Quarter two sector accounts show a continuing growth In
the net borrowing ofthe private sector (households, private
non-financial corporations and financial corporations) and

the corresponding growth in the net lending of the public
and overseas sectors.

Households

The major source of funds for households is gross
disposable income, a large proportion of which comes
from participation in the labour market. Unlike Iin quarter
one the employment picture in quarter two Is consistent,

with both employment measures showing rises in

employment, However, the falling out of bonus payments
In the average earnings index over the second quarter
means that wages and salaries showed no growth,

although employers’ social contributions did rise by £280
million.

Household net property income fell into quarter two of
2000, following a rise into the first quarter. Property income
resources fell marginally as the fall in dividends received
outweighed the increase in income received. The fall In
dividends received may reflect the selling off of quoted
shares by households in the financial accounts. Property
Income uses rose into quarter two as a result of higher
Interest payments by households caused by higher
borrowing and rising mortgage rates.

Social benefits other than transfers in kind rose by £1.5
billion In the second quarter of the 2000, a movement
partially driven by payments under the working families

tax credit scheme and also higher private pension

payments from financial corporations. In line with the drop
In average earnings, taxes on income fell Into the second
guarter of the year, down 1.2 per cent In quarter two after

a rise of 7.5 per cent in guarter one as staff saw substantial

bonus payments.

Other household uses, such as social contributions and
miscellaneous current transfers also rose, but overall,
uses did not rise as fast as total resources, the net effect
being a rise Iin household gross disposable income by

£100 million, compared with a rise of £253 million In

guarter one. Real disposable income, obtained by
deflating gross disposable income by the household
expenditure deflator, fell by 0.2 per cent In quarter two,
after a rise of 0.2 per cent in gquarter one.

However, the small rise in household gross disposable
Income was outweighed by the £781 million fall in the
adjustment for change Iin the net equity of households In




Chart 5
Household saving ratio

seasonally adjusted

pension funds, which fell as a consequence of lower net
transfers to and from other pension schemes. The net
effect i1s a fall in household resources, which when
combined with individual consumption expenditure by
households rising by 1.1 per cent in quarter means that
gross savings fell from £7.0 billion in quarter one to £4.7
billion In quarter two. Thus we see a fall in the saving
ratio from 4.4 per cent to 3.0 per cent in quarter two 2000,
the lowest rate since the third quarter of 1988 when it
was also at 3.0 per cent (chart 5). The saving ratio has
not fallen below 3.0 per cent since the second quarter of

1963.

Despite the large drop in gross savings, household gross
fixed capital formation rose slightly into the second quarter
of 2000, following a small fall into the first quarter. The net
effect of these two movements Is that the sector has
moved further into a net borrowing position, with net
borrowing of £4.7 billion in quarter two compared with
£2.4 billion In quarter one.

Private Non-Financial Corporations

UK private non-financial corporations net borrowing
deteriorated marginally into the second quarter of the year,
rising from £3.5 billion In quarter one to £3.6 billion In
guarter two (chart 6). This Is despite a considerable
Improvement in profits in the second quarter, up by £1.5
billion, representing a rise in the gro\Arth rate from 2.0 per
cent in quarter one to 3.3 per cent in quarter two. Part of
this profit growth comes from UK continental shelf
companies, following the higher world oil price they saw
their gross trading profits rise from £4.5 billion in quarter
one to £5.2 billion in quarter two, a rise of 17.0 per cent.
However, profits of non-continental shelf also rose by 2.8
per cent in quarter two, from £38.4 billion to £39.5 hillion.
This may follow the rise in manufacturing output over the
same period. Despite the rise in profits, the accounts
show a levelling off of investment over recent guarters.
with quarter two showing a fall of 0.3 per cent, compared
to a rise of 2.8 per cent in quarter one. The slowdown In

Investment may represent firms trying to improve their
financial positions.

The high level of borrowing by private non-financial

Chart 6
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corporations is likely to be a main reason for the high net
Interest paid by these companies, with net interest
deteriorating over 1999 and continuing into 2000. Interest
payments by private non-financial corporations in the
second quarter rose to £9.5 billion, an increase of £532
million from quarter one. This might also reflect borrowing
by mobile phone companies in the light ofthe 3G auction*.
Interest received by private non-financial corporations only
rose by £289 million, hence the deterioration In net
payments. On the other hand, net dividend payments have
been improving for two quarters in a row, with dividends
received showing a sharper rise into quarter two than
dividends paid. The rise in dividends received comes
mainly from overseas shareholdings by UK private non-
financial corporations. The first quarter’s rise In
reinvested earnings on foreign direct investment as a
resource was reversed Into the second quarter. The net
flow of reinvested earnings has been helping to improve
the borrowing position of companies since the fourth
guarter of 1997. One suggestion for recent movements
Is that due to the strength of sterling in the first quarter,
many foreign branches of UK firms decided to reinvest
their profits, rather than see them converted into a loss
due to the exchange rate. As sterling weakened in the
second quarter more was remitted back to the UK. Overall,
private non-financial corporations net property income
deteriorated into the second gquarter by £408 million

Although net property income deteriorated in the second
guarter, it falled to cancel out the rise In gross operating
surplus, the result being a rise in the balance of gross
primary income. However, gross disposable income fell
iInto quarter two. mainly due to the rise in taxes on income
by £1.8 billion.

The main story in the private non-financial corporations
financial accounts Is the sale of the mobile phone
licenses*, which are driving a number of large movements
In the accounts. Quarter one saw the deposits of the
competing firms paid into sterling treasury bills by the
government, and this was unwound inthe second quarter.
Under the accruals principles of national accounts an
asset of £12.6 billion was created under other accounts
receivable/payable, which will be paid to the government
over the lifespan of the licenses. The second quarter of

* see ‘National Accounts: Effects of Spectrum Payments’ on
page 33 of this publication



2000 also saw a the high levels of bond issuance
continuing, with £12.0 billion worih of bonds issued In
guarter two. following £12.6 billion Iin quarter one. The
average level for 1999 was £9.7 billion of bonds issued
per quarter, and just £4.2 billion in 1998. Companies
with large bond issues In quarter two 2000 included

Vodafone Airtouch (£3.4 Dbillion) and British
Telecommunications (£1.9 billion).

The European Commission approved the takeover of
Mannesman by UK firm Vodafone in the second quarter.
Vodafone paid £101.2 billion for the German firm. In
national accounts terms, ONS had classified the deal as
Q1. since Vodafone had bought the shares and
technically owned Mannesman in Q1. although it did not
have control of it until it gained EC approval, Inward
confirmed mergers and acquisitions in the second quarter
Included Lafarge UK services Itd buying Blue Circle
Industries pic of the UK for £3.5 billion in April 2000 and
Residential Cable Assets buying NTL (UK) Group Inc for
£6.3 billion In May. Outward confirmed mergers and
acquisitions included BP Amoco acquiring Atlantic
Richfield Corporation (Arco) for £15 billion in April.
Powergen buying Columbia Energy for £6 billion in May.
Within the UK mergers and acquisitions included BP
Amoco Pic bought Burmah Castrol Pic for £3 billion in
April, Ocean Group Pic acquired NFC Pic for £1.6 billion
In May and Leconport bought MEPC Pic for £1.9 billion In
June 2000.

Financial Corporations

Quarter one had seen a return to substantial net borrowing
for financial corporations, and this continued in the
second quarter, with net borrowing of £2.3 billion,
compared with £3.3 billion in quarter one. The two main
sources of income for financial corporations are gross
operating surplus and net interest. Gross operating
surplus rose by £1.2 billion into quarter two, however, it
should be stressed that this series remains erratic, it fell
by £1.6 billion into quarter one. Net interest receipts moved
In the other direction, rising by £2.4 billion to reach £17.9
billion, although interest payments rose by £4.4 billion,
Interest received rose sharply by £6.8 billion.

Net dividends received fell for the second consecutive
guarter, falling by £0.9 billion in the second quarter of
2000 after a fall of £1.5 billion in the first. This reflects a
fall In dividends received coupled with a marginal rise In
dividends paid. Overall, the balance for gross primary
Income for financial corporations rose by £1.3 billion In
guarter two to reach £2.3 billion. Gross disposable
Income also rose Into quarter two, although by less than
primary incomes, due to a rise In social benefits other
than transfers In kind paid out by financial corporations.
Possibly reflecting the rise in income, gross fixed capital
formation by financial corporations rose marginally by
£128 million, although the series still remains low
compared to the run-up to the millennium when financial
corporations were investing in their IT systems.

Government and Public Corporations

Central government net lending continues to set new
records for the highest ever level, reaching £7.6 billion In
guarter two 2000, up from £6.0 billion in quarter one (chart
7). This strong financial position is behind the decision

Chart?
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not to renew all the long term qilts that are currently
expiring, effectively reducing supply.

The second quarter saw a rise of £471 million in value
added tax receipts, up to £15.3 billion. Taxes on income
rose by £1.6 billion to reach £36.6 billion. Corporation tax
receipts also rose into the second quarter. Social benefits
other than social transfers in kind actually fell into the
second quarter, despite the rise in payments caused by
the working families tax credit scheme which began iIn
October 1999. Current transfers both within general
government and to other sectors both rose into the second
guarter after falling into the first. The overall effect is that

gross disposable income rose by £2.0 billion in quarter
two to reach £35.3 billion.

Total final consumption expenditure by central
government rose by £642 million in quarter two to reach
£25.6 billion. Despite this, gross saving still rose by £1.4

billion to reach £9.8 billion. After three quarters of relatively
subdued Investment, gross fixed capital formation by

central government rose by £0.5 billion to reach £1.4
billion In quarter two 2000.

Local authorities remain net lenders to the other sectors,
and at £766 million their net lending situation Is the
healthiest it has been since the first quarter of 1996. This
Improvement mainly stems from the £776 million rise In
current transfers received from general government.

Public corporations remain a relatively minor sector,
although they have the worst net borrowing situation since
the second quarter of 1992, this is only £469 million In
guarter two, compared to £296 million in quarter one 2000.
This mainly reflects a drop Iin investment grants in the
second quarter.

Rest of the World

The UK current account deficit, a substantial resource for
the rest of the world sector, had fallen into the first quarter
of the year to £4.4 billion, but then picked up again In
guarter two to reach £4.6 billion (chart 8). Whilst the
balance of trade In services improved Into quarter two,
the balance for trade In goods deteriorated more sharply.



Charts
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Quarter two saw a rise in dividends received by the rest of
the world, from £6.7 billion in quarter one to £7.9 billion in
guarter two. Interest received by the rest of the world also
rose sharply in quarter two, up by £3.2 billion to reach
£23.1 billion. On the other hand, interest paid by the rest
of the world to UK sectors rose by a substantial £5.0
billion In quarter two, while dividends paid by the rest of
the world only rose by £436 million. The overall impact is
that the current external balance fell slightly, by only £70
million to £3.2 billion.

Overall, net lending by the rest of the world to the UK
sectors fell from £3.1 billion in quarter one to £2.6 billion
In quarter two. most of this fall being due to a rise In total
capital transfers payable by the rest of the world.

CRAIG RICHARDSON,
Macro-Economic Analysis Branch.

Craig.Richardson@ONS.gov.uk
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UK ECONOMIC ACCOUNTS:
THE SECOND QUARTER OF 2000

This article presents the United Kingdom national ac-
counts for quarter two of 2000. It refers to seasonally

adjusted data. Latest estimates were released on 27th
September.

GROSS DOMESTIC PRODUCT

GDP at current and constant prices (Table Al)

In quarter two of 2000, GDP at constant market prices
iIncreased by 0.9 per cent. Growth Is 3.2 per cent com-
pared to the same quarter a year ago. The GDP annual
growth rate at constant prices in 1999 is now 2.2 per
cent.

The implied deflator for GDP at market prices rose by 1.8
per cent compared to the same guarter a year ago, the
lowest since gquarter one of 1995.

GDP at current market prices - money GDP - increased
by 1.0 per cent over the last quarter and 5.0 per cent
compared to the same gquarter a year ago.

Gross national disposable income at constant market
prices rose by 1.2 per cent over the latest quarter.

Chart GDP1
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Expenditure components of GDP (Tables A2,
A7,A8,A%9andA10)

Grass domestic final expenditure at constant market
prices rose by 1.0 per cent over quarter two of 2000. There
was a rise of 0.8 per cent in households’ final consump-

tion expenditure. General government final consumption

expenditure rose by 2.1 per cent and gross fixed capital
formation rose by 0.9 per cent. The level of inventories
(including the alignment adjustment) increased by £0.8

billion and the deficit in net exports worsened to £10.2
billion.

Household final consumption expenditure (Table A7)

Household expenditure at constant market prices rose
by 0.8 per cent in quarter two of 2000. Within spending
on durable goods, which fell by 0.1 per cent, vehicles fell
but other durable goods rose slightly. Non-durable goods
rose by 1.1 per cent due to a strong increase in spending
on food partially offset by falls in spending in the clothing
and footwear category and alcohol and tobacco category.

A recovery in the consumption of energy products reflected
relatively colder weather.

Household expenditure on services rose by 0.7 per cent
In quarter two of 2000. The strongest growth was for
financial services and recreation . The transport and com-
munication category and other services category both
rose following falls last quarter. Household expenditure
IS 3.7 per cent higher than the same quarter a year ago.

Chart GDP2
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Gross Fixed Capital Formation (Table A8)

Gross Fixed Capital Formation (Fixed Investment) rose
by 0.9 per cent in the latest quarter. Itis 1.9 per cent higher
than the same quarter a year ago, the smallest rise since
guarter one of 1995. In quarter two of 2000, growth was
strongest for investment in transport equipment. In con-



irast there was a fall In Investment in other buildings and
suuctures Investment in dwellings rose over the quarter

following a fall in the previous quarter. Grov™h In busi-
ness investment recovered in quarter two of 2000. The
erratic government investment series rose strongly over

the quarter.

Chart GDPS
Gross fixed capital formation at constant

market prices
£ billion seasonally adjusted

Change in Inventories (Table A9)

The change in inventories (including the alignment ad-
justment) was £0.8 billion in quarter two of 2000. Within
manufacturing industries, there was a decrease In stocks
overall but an increase in the holdings of materials and
fuel. There was increased stockbuilding within the retall
Industries more than offset by a decrease In the whole-
sale Industries. Within the other industries category, there
was an increase in stocks including those held by motor
traders and the construction industry but the main up-

ward pressure on the series is due to the alignment ad-
justment.

Exports and imports of goods and services (Table A10)

The net exports of goods and services deficit has wors-
ened Iin quarter two of 2000 to £10.2 billion compared to
£9.8 billion In the previous quarter, due to a weaker rise
In exports of 2.0 per cent than imports of 2.2 per cent. In
the latest quarter, the volume of exports of goods rose
mainly due to strong growth in exports of capital goods,
chemicals and consumer goods to the non-EU coun-
tries. The rise In the volume of imports was largely In
capital and intermediate goods mainly from non-EU coun-
tries. EXxports of services rose more strongly than im-
ports in the second quarter of 2000. This was mainly due

to an increase In the export of communication services
and a weaker fall in transport services.

Gross Value Added by industry (Table A4)

In quarter two of 2000, output recovered slightly within the
agricultural industries, rising by 0.3 per cent after afall in

the previous quarter. This was mainly driven by a rise In
output for the milk and poultry Industries.

Output ofthe production industries rose by 1.4 per cent in
guarter two of 2000. Manufacturing output recovered, In-
creasing by 0.4 per cent following a fall last quarter. Be-
fore this there were three quarters of rising output. Pro-
duction of electrical and optical equipment, machinery
and other equipment and chemicals all showed a return
to strong growth. Output of the electricity, gas and water
supply industries rose strongly by 6.0 per cent over the
latest quarter reflecting the relatively colder weather; this
IS the largest rise since quarter two of 1990. Output of the
mining and quarrying (including oil and gas extraction)
Industries rose by 4.9 per cent In the latest quarter, the
strongest rise since quarter four of 1993. The main
growth came from gas reflecting lower temperatures and
higher exports to continental Europe through the Bacton-
Zeebrugge connection.

Output ofthe construction industry fell by 1.7 per cent over
the latest quarter reflecting unseasonally wet weather in
the quarter two of 2000. The decline was centred on the
dwellings sector.

Output ofthe service industries rose by 0.9 per cent in the
guarter two of 2000, showing stronger growrth than the
previous quarter when it was 0.7 per cent. Growth in
business services rose strongly mainly due to increases
INn computing services and within other business serv-
iIces In legal activities, accountancy, architects, engineer-
Ing and labour recruitment. In contrast, output of the fi-
nancial Intermediation industry fell mainly due to Insur-
ance sen/ices and dealing in securities. Growrth in trans-
port, storage and communication increased on the quar-
ter, slightly weaker compared to the previous guarter as
the telecommunications’ sector growth continued to slow.
There was also strong growth in the hotels and restau-

rants sector, which increased by 2.3 per cent over the
quarter.

Income Components of GDP (Table A3and Al1l)

Compensation of employees rose by 0.1 per cent over
the quarter. Within this wages and salaries showed no
growth for the first time since quarter two of 1968 although
employers’ contributions continued to rise. Earnings In
the financial services sector fell over the quarter after high
bonus payments in the previous guarter. Gross operat-
Ing surplus of corporations (which includes the align-
ment adjustment) rose by 5.2 per cent in the latest quar-
ter. Within private non-financial corporations’ operating
surplus. UK Continental Shelf based company profits
rose more strongly than the previous quarter as prices of
crude oll and gas rose and cost savings were made.
Profits of non-UK continental shelf (i.e. non-oil) compa-
nies (excluding the alignment adjustment), continued to
pick up. Financial corporations’ operating surplus rose
strongly compared to a fall in the previous quarter reflect-
Ing a high return on financial intermediation. Other In-
come (which Includes mixed income and the operating
surplus of the non-corporate sector and the negative ad-
justment for FISIM) fell by 4.8 per cent over the quarter.
Taxes on products and production less subsidies In-
creased by 1.8 per cent on the quarter.




REVISIONS ANALYSIS (TABLE A6)

GDP and components
(Previously published on 23 August 2000)

In general, revisions have been taken back to the first
guarter of 2000. In addition, a reconciliation with HM Treas-
ury sources for general government expenditure has re-
sulted Iin upward revisions in 1999. Within the income
measure, a reappraisal of employers' social contribu-
tions and self-employed income has also been included.
As a conseqguence the level of GDP is now £477 million
higher in 1999 measured at constant market prices. An-
nual growth in 1999 has been revised up to 2.2 per cent
(from 2.1 per cent).

For the first and second quarters of 2000 growth of GDP
at constant market prices remains unchanged at 0.5 per
cent and 0.9 percent. Inthe second quarter of 2000 growth
compared to the same quarter a year ago has been
revised up to 3.2 per cent (from 3.1 per cent). In quarter
one of 1999, growth of GDP at constant market prices
has been revised up to 0.4 per cent (from 0.3 per cent)
although growth in the remaining quarters of 1999 is
unchanged.

Growth In the output of production industries has
remained unchanged although there have been some
changes to components. Growth In the mining and
guarrying industries and the electricity, gas and water
supply industries have been revised Iin quarters one and
two of 2000. This Is due to later information from the
Department of Trade and Industry.

In quarter two of 2000 quarterly growth of household ex-
penditure Is unchanged over the latest two gquarters. In
the latest quarter there have been upward revisions for
general government final expenditure, gross fixed capital
formation and changes in inventories as a result of more
up to date information. Downward revisions to exports
and imports of services are due to later information on
communications from the ONS International Trade in Serv-
ices Inquiry.

Within the income measure, there were upward revisions
to non-financial corporations operating surplus as a re-
sult of new Information received from the Department of
Trade and Industry on the profits of continental shelf
based corporations, as well as more up to date informa-
tion from the ONS Quarterly Profits Inquiry for non-finan-
cial corporations. This was partially offset by downward
revisions to compensation of employees in 2000 reflect-
Ing the most up to date ONS labour market data.



THE SECTOR ACCOUNTS

OVERVIEW

Gross domestic product (at constant market

prices) in the United Kingdom rose by 0.9 per
cent in the second quarter of 2000.

The household saving ratio fell to 3.0 per cent

from 4.4 per cent in the previous quarter.

Real household disposable income fell by 0.2
per cent In second quarter of 2000.

Private non-ftnancial corporations recorded net
porrowing of £3.6 billion in the latest quarter.

Chart SA1

FTSE 100 and EC/Gallup consumer confidence
Percentage change guarter on quarter

Not seasonally adjusted

HOUSEHOLDSECTOR

Income and capital account

Total household income (which comprises both primary
and secondary incomes) of the combined households
and NPISH sector was £227.1 billion in the second quar-

ter of 2000. which Is an increase of 0.6 per cent from the
first quarter of 2000.

Total primary income, which represents approximately

three-quarters of total household income fell from £171.2
billion to £171.1 billion between the first and second quar-
ters of 2000, a fall of 0.1 per cent.

are the largest portion of primary
Incomes, and remained at £110.7 hillion In the second

guarter of 2000. This Is the same level as In the first
guarter and the lowest growth quarter on guarter since
the second quarter of 1968, when wages and salaries
fell by 0.2 percent. That fall occurred against a background
of industrial relations legislation by the then Labour gov-
ernment which attempted to forbid wage Increases that
fell outside the agreed pay structure. The fall in growth In
the second quarter 2000 was attributable to a mixture of
a sharp decline in average earnings and relatively strong
growth In employment. The fall in the former was a recur-
rence of the ‘bonus effect' in the average earnings index
which is more strongly pronounced in the first quarter of
2000. Employers’ contributions increased by 1.7 per
cent. Compensation of employees, which is composed
of wages and salaries and employers' contributions,
grew by 0.1 per cent in the second quarter of 2000.

See chart SA2.

Chart SA2
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Gross operating surplus and mixed income are not
shown separately In the accounts. The former Is esti-
mated at £14.2 billion in the second quarter of 2000, a
rise of 1.6 per cent on the first quarter. Mixed income (the
Income of the ‘self-employed’, who are sole traders to-
gether with other unincorporated enterprises whose ac-
counts are not separable from those of the households
of which they are part), was estimated at £11.1 billion, an
Increase of 0.5 per cent on the first quarter.

The household sector receipts of the distributed income
of corporations was £10.3 billion in the second quarter of
2000, a fall of £0.5 billion from the previous quarter. Both
Interest received and interest paid by households rose In
the second quarter of 2000, a consequence of a rise In
the quarterly average base rates in the second quarter
over the first, allied with a growth in stocks and bank



deposits, resulting in higher interest payments. Base
rates remained at 6 per cent in the current reporting pe-

riod. up 0.15 per cent on the weighted rate prevailing at
the end of the first quarter of 2000.

Attributed property income of insurance holders remained
flat in the second quarter of 2000 the smallest quarter on
guarter Increase In this series since the second quarter
of 1995.

At the end of the second quarter of 2000, households’
holdings of sterling bank deposits rose by nearly £5 bil-
lion over the previous gquarter.

Total property income paid increased from £12.9 billion
In the first quarter of 2000 to £13.5 billion in the second
guarter of 2000, a rise of 4.3 per cent. Following on from
four successive quarterly falls starting from the third quar-
ter of 1998 the last three quarters have risen. This re-
flects recent rises in base rates that began on the 8#
September 1999.

Social benefits other than social transfers in kind (which
covers both state pensions and other benefits receivec
from central government and private pensions) showec
a rise of £1.5 billion to £47.3 billion between the ftrst anc
second quarters of 2000.

Chart SA3

Real household disposable income

Percentage change guarter on quarter
Seasonally adjusted

Total deductions from income (uses) rose by 1.8 per cent
In the second quarter of 2000, to £72.4 billion. This repre-
sented an increase of £1.3 billion on the quarter. Employ-
ers’ actual social contributions rose by £0.5 billion and
employees’ social contributions increased by £0.7 bil-
lion between the first and second quarter of 2000. Overall

social contributions rose by 3.9 per cent in the current

reporting period, Iits strongest rise since the first quarter
of 1997.

Household gross disposable income grew by 0.1 per
cent to £154.8 billion pushed up largely as a conseguence
of a complicated series of almost offsetting movements
In transactions within the secondary distribution account.
Real household disposable income fell by £0.3 billion to
£138.7 billion in the second guarter of 2000 as the house-
hold expenditure deflator moved up by 0.3 per cent.

Although there was a rise In the level of gross dispos-
able income of 0.1 per cent, this was coupled with a rise
In household final consumption expenditure of 1.1 per-
cent from £151.4 billion to £153.0 billion. This forced the
savings ratio down from 4.4 per cent in the first quarter to

3.0 per cent in the second guarter, a level not seen since
the third quarter of 1988.

Chart SA4

Saving Ratio
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Seasonally adjusted

Total changes in liabilities and net worth - saving plus
capital transfers less capital transfers payable ~ fell from
£7.7 billion In the first quarter of 2000 to £5.3 billion in the
second quarter of 2000. In this period, gross fixed capital
formation (GFCF) rose slightly by £0.1 billion. The stabil-
ity of GFCF accompanied by the fall in liabilities and net
worth, resulted in the household sector becoming a net
borrower of £4.7 billion (seasonally adjusted) in this cur-
rent quarter.

Account

There was a £16 billion Increase Iin the household and
NPISH sector's acquisitions of financial assets between
the first quarter and the second quarter of 2000.



Currency and deposits

The disposal of currency that occurred In ‘he first
of 2000 was reversed somewhat as households rebuilt

their holdings by £0.4 billion.

Between the first and second quarter of 2000 the base

fate did not change from 6 per cent.
deposits increased from £0.9 billion to £5.0 billion in the

second quarter of 2000, and banks foreign currency de-
posits decreased from £2.0 billion to £0.1 billion in the
same period. Building society deposits rose sharply as
well to £2.9 billion, rebounding from the fall registered In
the previous quarter. Broadly, deposits increased in this
period with only foreign currency deposits experiencing a
fall. For national savings the trend of disinvestment which
occurred throughout 1999 was broken by net acquisi-
tions Iin the second quarter of 2000, which were esti-

mated at £0.1 billion.

Bonds

Similarly a trend of disinvestment had developed In the
disposal by households of banks' certificates of depos-
its and British government securities. This was likewise
reversed In the second quarter of 2000 where acquisi-
tions were estimated at £0.7 billion and £1.1 billion, re-

spectively.
Shares

The FTSE-100 index fell by 3.5 per cent between the first
and second quarter of 2000. Such a fall in the index was
reflected across a number of stock exchange indices.
Doubtless such falls made a contribution to the disin-
vestment in quoted shares, which fell to £4.4 billion in the
second quarter of 2000 from £8.5 billion in the previous
guarter. However, unquoted shares investment was esti-
mated at £1.1 billion following the previous quarter's dis-
posal estimated at £4.9 billion. Transactions in mutual
funds showed there was a slowdown In net purchases
as the increase in holdings was estimated at £0.7 billion
In the second quarter of 2000 compared with the previ-
ous quarter’s larger acquisition of £2.0 billion.

Loans

Total financial liabilities of the households and NPISH
sector rose from £17.1 billion in the first quarter of 2000
to £19.2 billion in the second quarter of 2000.

Loans secured on dwellings rose from £9.3 billion to
£11.2 billion In the current reporting period. The largest
segment of the market - Banks —grew strongly rising
from £5.9 billion in the first quarter of 2000 to £7.1 billion
In the second guarter of 2000. Secured loans from build-
Ing socleties rose following two successive quarterly falls.
The rise In unsecured loans from £3.5 billion to £4.3
billion between the first and second quarters of 2000

was the strongest increase since the rise that occurred
between the first and second quarters of 1998.

The net equity of households In insurance corporations
and pension fund, rose from £10.2 billion to £11.7 billion.

between the first quarter of 2000 and second quarter of
2000.
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Statistical discrepancy

The latest estimates from the accumulation account
showed there was net lending by households, not sea-
sonally adjusted, of £2.8 billion in the first quarter of 2000.
The financial account of the household sector, also not
seasonally adjusted, showed that there was a net acqui-
sition of financial assets of £4.4 billion. The difference
between these two accounts' estimates, £1.6 billion In
this instance, Is the statistical discrepancy for the house-
hold sector.

PRIVATE NON-FINANCIAL CORPORATIONS
Gross Operating Surplus

The gross operating surplus of private non-financial cor-
porations was £47.4 billion in the second quarter of 2000,
a 2 per cent rise (before including the quarterly alignment
adjustment) on the previous quarter, but a 12 per cent
rise compared with the second quarter of 1999. Gross
trading profits (before the quarterly alignment adjustment)
were up 3 per cent on the quarter. Rental income was
unchanged at £3 billion.

Chart SA5

Gross operating surplus of private non-financial
corporations

£ billion
Seasonally adjusted
50
30
25
1995 1996 1997 1996 1999 2000

Private Non-financial Corporations Gross Trading
Profrts

Private non-financial corporations' gross trading profits
(before the quarterly alignment adjustment and before
subtracting appreciation of Inventories) rose by 3 per cent
In the second quarter of 2000, compared to the rise of 2
per cent in the first quarter. In the second guarter, three of
the telecommunications companies (BT, One20ne and
TIW UMTS) made their cash pre-payments to use the
spectrum* for Third Generation purposes and were is-
sued with licences. Within National Accounts, the pay-
ments are accrued as rent over the lifetime of the licence

* see 'National Accounts: Effects of Spectrum Payments’ on
page 33 of this publication



(more than 20 years). Two companies, Vodafone and
Orange had not met requirements to be issued with li-
cences In this quarter. Commercial accounting differs
from national accounting. In commercial accounting,
companies are accounting for the pre-payment as an
Intangible asset and amortising the asset. In national
accounting, the pre-payment Is shown as a financial as-
set. There was no impact on profits from the pre-pay-
ment or from the amortisation of this intangible asset.
For tax purposes, the broad intention Is to provide tax
relief, by following the commercial accounting. The ac-
cruals adjustment was recorded In the PNFCs’ financial
account item 'accounts receivable/payable’. This will re-
duce over the lifetime of the licences. Some of the cash
to finance the payments will have been raised In the first
and second quarters, either as bond issues or from banks

the rate of growth recorded in the third quarter of 1999.
Profitability i1s being held back by a continuing squeeze
on margins, weaker export margins and greater import
competition. Companies faced renewed competitive In-
ternational trading which continue to dampen a fast re-
covery Iin profits. Manufacturing industry is more heavily
exposed to exchange rate fluctuations than the service
sector . These trading conditions included the relatively
high level of sterling against the Euro in the second quar-
ter which put pressure on foreign currency export prices
obtained by manufacturers selling goods to Europe and
those whose raw materials are priced in US dollars. More
products for UK retailers and consumers were sourced

directly from overseas suppliers. Companies have cut
profit margins to retain markets overseas.

overseas. Chart SA6
. . Gross saving and gross fixed capital formation
UK Continental Shelf Companies £ billion

Estimates of the gross trading profits of United Kingdom Seasonally adjusted

Continental Shelf companies rose by 17 per cent in the
second quarter over the first quarter and by 67 per cent
over the second quarter of 1999. The level of profits Is a
recent high exceeding £5 billion: this is the highest since
the second quarter of 1985. Growth in margins earned
per barrel improved as the price of crude oil continued to
firm, averaging around $27 per barrel and wholesale gas
prices rose from 12p-13p at the beginning of the year to
20p. Low stocks of oil in the US supported the price,
despite the further rise of 700,000 barrels a day agreed
by OPEC in late June. Operating profits in oll and gas
production continued to benefit from these price In-
creases and from higher dry gas production. Exports of
gas were 2.5 times higher than last year and set a new
guarterly high due to increased activity through the
Interconnectors to Eire and Belgium and direct disposals
to the Netherlands. Other factors contributing to the in-
crease In profits were the completion of maintenance
programmes In the North Sea during the quarter and
savings in unit operating costs achieved by reducing jobs,
by electronic procurement and by Internet trading. The
higher levels of profits may be encouraging the improve-
ment In the number of exploration and appraisal wells
drilled. The UK is a net exporter of oll (E1.2 billion in the
second gquarter). The value of exports of crude oll fell by 7
per cent between the first and second quarters, as vol-

umes fell by 11 per cent and values per tonne increased
by only 5 per cent.

1995 1996 1997 1998 1999 2000

Manufacturing profits showed a recovery in the second
guarter from the fall in the first quarter, but margins re-
main under intense pressure. There was a further re-
duction in margins led by the pause Iin output growth and
by the level of sterling against the Euro in the second
guarter. Some of the pause in manufacturing growth was
due to the easing in demand from domestic firms. This
may have reflected firms increasing manufacturing im-
ports, purchasing cheaper raw materials and products
direct, to avoid cutting sales margins. Manufacturers’ cus-
tomers were reported to have run down precautionary
holdings of stocks which were built up before the end of
1999. Exports of manufactures rose by 3.1 per centin the
second quarter and by 4.1 per cent in the first quarter,
reflecting buoyant international demand. The deprecia-
tion In sterling against the US dollar and the Yen was
reported to have little Impact on volumes. This may re-
flect the fixed nature of many export contracts. Manufac-
turing firms retained staff in the first and second quarters

Non-Oil companies

The gross trading profits of other (i.e., apart from the con-
tinental shelf companies) private non-financial corpora-
tions rose by 1 per cent in the second gquarter of 2000,
over the first quarter. Profits produced a year-on-year rise
of 8 per cent in the second quarter. The guarterly meas-
ure of profits is taken before national accounts 'align-
ment adjustments’ are included In estimates of gross
operating surplus of corporations for the income meas-
ure. These alignment adjustments improve the coher-
ence of the quarterly national accounts, so that the paths
ofthe income and expenditure aggregates reflect the quar-

terly path of the output measure.

The recovery In profits earned took a firmer tone. Rates of
growth in this and the previous guarters were still not at

and unit wage costs fell in the second quarter, as manu-
facturers increased productivity.



Companies manufacturing food, drink and tobacco prod-
ucts reported a slight recovery inP ' f ® “"s
guarter of 2000. despite lower output activity. This was
due to better sales though advertising of new products
and the benefits of disposals and acquisitions and of
focusing on a narrower range of products. Competitive
pressures kept profit growth subdued. Rises In tobacco
duty In the March Budget and price increases in the UK
hit UK profits, as smokers switched to cigarettes pur-

chased from abroad.

Companies within the electrical and optical equipment
industries including companies manufacturing semi-
conductors and chips reported higher profits in the first
and second quarters, than in the fourth quarter of 1999.
Profits were helped by strong sales of computer equip-
ment and technology to Internet Service Providers and to
Internet companies and sales of telecommunication ca-
bles to cable and telephone companies to operate Internet
and corporate computer networks. Operating margins
rose In semiconductors. Costs of manufacturing optical
chips were reported to have been reduced and export
prices have been raised for big-screen televisions. Vol-
umes of electronic components are growing and some
companies are importing components which are assem-
bled in the Far East. Margins in the manufacture of mo-
bile phone handsets and base stations and components
were maintained. Some engineers reported lower mar-
gins due to the rise in raw material costs of petrochemi-
cals and electronic parts.

Pharmaceuticals reported profit growth as a result of
higher turnover. Positive factors were the development of
new products, savings from closer Integration of firms
and the sales of drugs and equipment to GPs. Robust
demand from Europe and improving demand from the
USA maintained the level of export margins, despite the
continued strength of sterling against the Euro. Profit
margins in the manufacture and refining of basic chemi-
cals Including plastics and rubber products were sub-
dued, as a result of currency fluctuations and higher raw
material prices. Refining margins have been maintained,
despite the upswing In oil prices and the fall of sterling
against the US dollar. World demand for chemicals has
been strong. Strong competition in the production of tyres

led to surplus capacity and margins fell as prices were
Cut.

Traditional manufacturers in heavy engineering, particu-
larly in metal products and machine tools and machinery
showed modest profit growth on the back of higher main-
tenance orders and export revenues and stronger de-
mand for stainless steel and aluminium by high-tech
equipment manufacturers. The strength of sterling
against the Euro and falling demand caused losses In
carbon steel. High olil prices pushed up the costs of raw
materials for this sector, including the cost of polymers
and companies were unable to pass on these increases
to customers. Profits fell in transport equipment, particu-
larly In the manufacture of cars and accessories for cars
where margins were constrained by the fall in new car
prices, sluggish domestic sales and by the cost of extra
advertising and incentives, offsetting lower stock levels.
Major car manufacturers reported costs reductions off-
set some of the impact of weaker sales. Used car sales
were also reported to be weak. Margins improved in rail
maintenance contracts and in aerospace systems. Mar-

gins were weaker In engineering companies supplying
the oil, power and water sectors. Companies in textiles/
clothing were again showing weaker profit profiles, to
some extent part of the move of processing to countries
with lower labour costs, such as Eastern Europe and
Asia and to some extent the resulting costs of restructur-
Ing. Textiles companies faced weak clothing sales, re-
duced prices to supply major retailers and higher oil and
gas prices.

Like manufacturers, service sector companies increased
profits In the second quarter, after a poor first quarter.
Companies reported that, although they were generally
unable to widen margins by increasing prices, margins

widened for specialist products and for legal fees, insur-

ance premiums and advertising rates. Indeed, margins
have been cut, as demand for consumer services slowed.

This was. for example, reported in domestic tourism.

Prices charged have remained weak in increasingly com-
petitive pricing conditions and the sector has incurred
nigher office rentals and fees and restructuring costs.

In telecommunications, operating margins absorbed the
additional costs involved in rolling out networks and In

the rise in network rental fees. Strong competition

amongst Internet Service Providers led to cheaper serv-
ices. In the transport support and air transport sectors,
margins declined as a result of strong price competition
In a highly competitive and price sensitive market. The
growth of low-cost airlines cut into margins on airfares,
particularly across Europe. Margins were also under
pressure from an increase In fuel costs (purchased In
US dollars) as a result of the rise in crude oll prices,
although fuel-hedging policies offset this to a certain ex-
tent. The abolition of duty-free sales within the European
Union contributed to a fall In margins. Road haulage
margins declined. Profits in train and bus operations
Improved, as a result of higher passenger numbers.
Margins in container shipping were enhanced by the
growth in world trade. Travel agents reported a profitable
guarter. Retall and wholesale companies reported a re-
covery In profitability. Major retallers reported higher sales
than In the second quarter of 1999. Retallers resorted to
offering more discounts and brought forward summer
sales and promotions. Margins were underpinned by
sales of mobile phones, fashion wear, perfumes, own-
brand products, mail-order sales and sales by discount
chains. There was more emphasis on reducing over-
heads, but store conversion costs continued. Falls rather
than rises in prices continue to be the norm and pricing
power Is at a premium.

On-line home shopping Is not yet contributing to profits.
In addition car dealerships reported poor trading mar-
gins, due to lower new and used car sales, the uncer-
tainty over UK car prices and reports of cheaper car prices
abroad. Hotels and restaurants reported mixed move-
ments In profits.

Revenues from the UK leisure Industry were enhanced
by high occupancy rates in London hotels, attracting do-
mestic and American tourists, but London’s restaurants’
profits suffered from poor spring and summer weather
and by competition. Elsewhere, domestic tourism and
leisure was said to be subdued, particularly after a rise In
the operating costs of new ventures and the strong com-
petition. The strength of sterling against the Euro made



London expensive for European visitors and Euro 2000
provided a counter-attraction.

Profitability in ‘other business services' improved in the
second quarter, particularly in legal activities, account-
ancy, architects, recruitment agencies and business and
management consultants. In computer sen/ices, profits
began a modest recovery, following the strong competi-
tive pre-Millennium spending projects. Profitability im-
proved with a resumption of e-buslness and Internet
projects and increased sales of messaging software to
mobile phone operators and sales of data networks to
Internet and communications companies. Margins fell,
however, on computer services to the banking industry. In
‘other service activities’, advertising and marketing rev-
enues were boosted by the strength of web-related and
dot.com advertisers, by growth in demand by the media
sectors and by information distribution revenues which
rose as a result of Internet investment.

Allocation of primary income account

Private non-financial corporations’ total net payments of
property income rose by £0.4 billion to £17.3 billion in the
second quarter.

Private non-financial corporations’ interest payments rose
for the fourth quarter running and were 6 per cent higher
In the second quarter (and by 31 per cent over the corre-
sponding period In 1999), at £9.5 billion. The Bank of
England’s repo rate was unchanged at 6.0 per cent, but
companies’ borrowing had been growing strongly.

Private non-financial corporations’ dividend payments in
the second quarter at £16 billion were above the average
for the last four quarters. In the four quarters to the first
guarter of 1999, dividends averaged £12 billion a quarter.
In the four quarters to the second quarter 2000, the aver-
age Increased to £15 billion. It is difficult to say whether
dividends have settled down at this higher level, as UK
companies face pressure to invest earnings back into
the business and to use earnings to finance interest on
higher borrowings and to finance the costs of take-over
and restructuring. Large dividend payments by quoted
companies in the second quarter included dividends by
Glaxo Wellcome (£0.8 billion) and Astra Zeneca (£0.5
billion).

Dividend payments accounted for 34 per cent of the re-
maining income (l.e., total income less interest payments
and tax) of private non-financial corporations. The divi-
dend payout ratio iIs now at a higher weight compared
with the average for 1998. The payout ratio in the second
guarter of 1999 was not typical, at 57 per cent.

Share buy-backs for the private non-financiai corpora-
tions rose to £3.2 billion, from £1.8 billion in the first quar-
ter. The largest transactions were £0.9 billion each for
Rentokil Initial and Rio Tinto BP Amoco also returned
£0.6 billion to shareholders.

Total private non-financial corporations’ dividend receipts
on UK and overseas shareholdings rose to £8.6 billion,
compared with £6.5 billion in the first quarter.

Distributions of income from quasi-corporations (includ-
Ing partnerships) to their owners are estimated to have

risen, to £6.6 billion, from £6.2 billion in the first quarter of
2000.

Balance of Primary Income

The balance of primary income for private non-financial
corporation's rose by £1.1 billion to £29.7 billion and 13
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 £7.9 billion. This compared with £6.1
billion In the first quarter of 2000 and £7.3 billion in the
second quarter of 1999. Petroleum Revenue Tax pay-
ments in the first half of the year, at £0.6 billion, exceeded
receipts in the whole of 1999.

Corporation tax payments increased by £2.1 billion in the
second quarter. A comparison with receipts in the sec-
ond quarter of 1999 (up £2.2 billion) Is affected by the
guarterly payments of tax from large companies. (Follow-
iIng the abolition of ACT, larger companies with account-
Ing periods ending in December 1999 or March 2000 are
making quarterly instalment payments in respect of their
estimated profits in their current accounting period. Larger
companies are now paying corporation tax equally over
four months-April, July, October and January.) During the
second quarter of 2000, final balancing payments for the
calendar year 1999 accounting period and the third guar-
terly instalment for the financial year 1999/2000 account-
Ing period (i.e., 15 per cent of the tax year liability) were
made. Small companies with accounting periods end-
Ing between 1 July and 29 September 1999 were paying
'old style' MCT. And, ‘old style’ MCT was paid by compa-
nies Iin respect of accounting periods ending 30 June
1999 (the last period prior to the introduction of instal-
ments). In the second quarter of 1999, only payments of
‘old style’ MCT were paid, in respect of accounting peri-
ods ending in 30 June or in 29 September 1998.

Capital account

The proportion of primary income being retained by pri-
vate non-financial corporations for capital expenditure and
financial investments in the second quarter was one-
third. This compared with only 20 per cent in the second
guarter last year when dividends rebounded by £17 bil-
lion In this quarter.

Gross fixed capital formation by private non-financial cor-
porations was unchanged over the quarter. There was
very little change in business investment (up 0.5 per cent)
In the second quarter which has risen only 1.5 per cent
over the corresponding quarter in 1999. The growth In
iInvestment in manufacturing Inthe first quarter was linked
to investment In production technology by engineering
companies. In the second gquarter, investment in manu-
facturing fell back by 3.0 per cent and investment by engi-
neering companies was flat. Investment by companies
In the food, drink and tobacco sector fell back, by 7 per
cent. Investment in IT projects by service sector compa-
nies resumed In the second quarter, linked to E-com-
merce and Internet developments. There was also In-
vestment by retailers in online/home shopping delivery
outlets and wholesale distribution centres. Marks and
Spencer, Tesco and Kingfisher joined eight other retail-




ers In investing in the Woridwide Retail Exchange which

will allow partners to source production
Subdued investment in 1999 compared wih 19f
1997 Indicated that companies’ low levels of profits from

the second guarter of 1998 were impacting on the funds

available for investment. Firms may
on their investment to improve financial deficits. With prof-

its not realised and borrowing high, some companies
may be scaling back their investment projects.

Inventories fell by £1.6 billion in 1999. compared with
stock building in the previous six years. Inventories (which
iInclude an alignment adjustment) rose strongly by £0.9
billion In the first quarter and by a further £0.4 billion in the
second quarter. For wholesalers and retailers in Q1, this
related, in part, to the buying In inventories before tax
Increases and, In part, in expectation of price rises. Inthe
second quarter, wholesalers unwound their stock posi-
tions. Manufacturing companies reduced their invento-
ries of finished goods and work-in-progress, mainly in
engineering, textiles and chemical industries.

Net lending or borrowing

A gentle recovery in profits, buoyant dividends received
from shareholdings in companies’ overseas and weak
Investment did not leave sufficient resources to finance
the higher dividend payments and interest and tax costs.
This produced net borrowing (i.e., a financial deficit) by
private non-financial corporations of £3.6 billion or 1.8
per cent of GDP. Over 1999 as a whole, net borrowing

was £17 billion which was the highest annual borrowing
since It reached £23 billion In 1990.

Chart SA7

Net lending/borrowing of private non-financial
corporations

£ billion
Seasonally adjusted

Financial account

In 1999 and the first half of 2000, the very large net bor-
rowing requirement and the high level of mergers and
acguisitions activity put pressure on corporate liquidity.
Companies met these demands by borrowing in the capi-
tal markets and by borrowing from banks in the UK.

In the first and second quarters, record borrowing from
the capital markets was supplemented by heavy borrow-
Ing In sterling from UK banks.

The limited supply of long-dated gilt-edged securities and
minimum funding requirements for Pension Funds and
_ife Insurance companies encouraged demand for cor-
porate bonds. The National Statistics First Release on
nvestment by insurance companies, reported that net
Investment in UK company securities by insurance com-
panies. pension funds and trusts was £29 billion in 1999.
and £16 billion in the first half of 2000.

Private non-financial corporations’ capital market Issu-
ance was a record £39 billion in 1999, as companies
took advantage of market interest rates to finance busi-
ness expansion and mergers and acquisition activity. This
borrowing was at the expense of borrowing from banks
In the UK and of new equity issues. In the first half of
2000, capital issues were at another high at £25 billion,
led by heavy bond issuance by telecommunications com-
panies. Foreign currency issues were strong and pro-
ceeds swapped into sterling. Floating rate note issuance
rose sharply. In addition, expecting greater pension fund
demand for corporate bond encouraged issuers of In-
dex-linked bonds.

The National Statistics financial accounts show a recov-
ery in the importance of borrowing from the banking sec-
tor in the first quarter of 2000. Net bank borrowing (bor-
rowing minus deposits) by PNFCs rose by £11 billion in
the first quarter, in part to finance mergers and acquisi-
tions and spectrum* pre-payments. The Bank of Eng-
and reported that the quarterly Industrial breakdown of
pank lending showed that the majority of sterling bank
porrowing by corporates in the second gquarter of 2000
nad been undertaken by service sector firms, continuing
the trend seen since the third quarter of 1999. In the sec-
ond quarter of 2000 PNFCs were able to increase their
deposits at banks, with cash flow from both service sec-
tor and manufacturers reported to be increasing and de-
posits received In expectation of future large payments
(for example of spectrum* pre-payments), acquisitions
and Investments' overseas.

For financial assets, holdings of bank certificates of de-
posit rose by £0.5 billion in the second quarter, to make
up the disinvestment In the first quarter. There was a
disinvestment of £1.7 billion in 1999.

Companies’ issues of ordinary shares were a record
£105 bhillion. This included the Vodafone acquisition of
Mannesmann for £101 billion. In the second gquarter Is-
sues were £27 billion which included the BP Amoco ac-
quisition of Atlantic Richfield for £18 billion. The counter-
parts were the acquisition of shares in rest-of-the-world
companies.

According to the National Statistics Acquisitions and Merg-
ers First Release, UK companies’ acquisitions overseas

* see ‘National Accounts; Effects of Spectrum Payments’ on
page 33 of this publication



Increased from £13.2 billion in quarter one to a record
£126.7 billion in quarter two 2000. This was due to the
acquisition of Mannesmann AG by Vodafone AirTouch Pic
for £101.2 billion in an all-share deal which was included
In the first quarter sector accounts. This Is the largest-
ever UK take-over. Although a number of Mannesmann
shares were held overseas, a significant number will
have been held by UK sectors (UK shareholders in Or-
ange received Mannesmann shares in exchange for their
Orange shares In the fourth quarter of 1999). A further
significant deal was the take-over of Atlantic Richfield by
BP Amoco Pic. There were 7 significant disposals and
de-mergers in the second quarter, valued, intotal, at £2.5
nillion. The largest transaction was the sale of Land
Rover Ltd by BMW AG to Ford Motor Company for a re-
ported £1.85 billion. Expenditure on acquisitions in the
UK by overseas companies increased from £4.7 billion
In the first quarter of 2000 to £13.5 billion. Expenditure on
acquisitions of UK companies by other UK companies
decreased from £33.7 billion in the first quarter to £21.1
billion in the second quarter. However, this included CGU
Pic acquiring Norwich Union Pic for £8.4 billion.

Other events occurring during the second quarter of 2000
Included:

The Bank of England’s repo rate was
unchanged at 6.0 per cent. Official interest rates
were raised in both the Euro area and in the
United States.

Sterling appreciated further against the Euro In
April and in May. but ended the quarter at the
lowest level since November 1999. Sterling
depreciated against the US dollar and the Yen.

The FTSE 100 index fell by 3.5 per cent during
the period. The FTSE All Share showed a fall of
2.6 per cent. Technology Indices fell, reflecting
uncertainty about the value of these stocks.
Falling share prices of Internet companies
reflected profits warnings, job losses and
bankruptcies. Boo.com was the first high profile
Internet bankruptcy.

In the second quarter, car production was
428,000, compared with 491,000 In the first
guarter. Honda output at Swindon was cut by 20
per cent and will slow further during the
summer. The Competition Commission report on
car prices was issued and the Trade and
Industry Secretary announced amendments to
the 1973 Fair Trading Act which will force
dealers to offer private car buyers the same
discounts as fleet customers and which will
require more transparency in advertising.
Customer discounts average around 7-8 per
cent, while fleet discounts can be as high as 35
per cent. It will also allow dealers to buy
vehicles from more than one source such as
Europe where prices are much lower. New car
prices fell by almost 6 per cent in April, following
publication of the Report. Ford announced a
£399 million investment in Dagenham, to

enhance diesel engine production and partly to
offset the decision to end volume production in
Britain after almost 70 years.

The Radiocommunications Agency’s Third
Generation mobile phone license auction ended
on 27 April, after running for 7 weeks and 150
bidding rounds. This raised £22.5 billion for the

Government, seven times higher than originally
predicted. The next generation of phones will

allow fast Internet access and pictures to be
received.

E-commerce. Towards the end of April, over 45
million computers worldwide were hit by the
Love bug virus which caused damage to a
number of UK businesses. ICL (computer
services) IS committing Its entire business to
the Internet and floating on the Stock Exchange,
In a £5billion move. By selling off non-core
assets, this will transform ICL into an
e-business services company. Tesco IS to
iInvest £35 million In systems for the online
business in 2000 and separate e-commerce
business from Iits main group. BOO.com, online
sportswear retailer, collapsed having spent all
but $500,000 of the $135 million it raised early

In 1999. Eleven of Europe’s largest airlines, led
by BA. are joining forces to launch an Internet
travel agency.

BT Is proposing to split into five parts in a £10
million restructuring, beginning with the £16
billion flotation of Yellow Pages. BT aims to list
them all as separate companies on the Stock
market. The UK phones operation will divide
iInto separate wholesale and retail services
(residential and business). Two other
companies will look after Internet and mobile
communications, including Cellnet. BT internal
network will focus on corporate customers and
will form a fifth business. Ignite.

Job cuts were announced over a range of
Industries. Arcadia announced plans to cut
3,500 jobs, closing 654 stores, including all its
Principles for Men and Richards shops (There
will be 300 new sites opened, however, as part
of the overall re-structuring). Dunlop (tyre
manufacturer) is to lose 600 jobs by the end of
2000, due to pressure on prices In the UK,
difficulties in exporting due to the strength of
sterling and the fall in domestic car output. C&A
salid flerce competition the High Street had
forced the closure of all 109 stores in the UK, at
a cost of 4,800 jobs and it would be
restructuring into a property company with its
existing store portfolio. BAE announced it was
closing a number of factories and making 3,800
workers redundant due to duplication and
overlapping production. Somerfield’s home
shopping business is to close and 226 staff will
lose their jobs. Corus (ex-British Steel) is
cutting 1.430 jobs, reducing its total workforce to
60 per cent of 1999 levels. Corus blamed the
long-term decline in demand for engineering
steels, diminishing margins on the back of cost-
price squeeze and the strength of sterling against
the Euro. 350 jobs are to be lost at Blue Circle
Industries over the next two years, following a



review of operations after the successfui defence
against the hostiie takeoverbid by Lafarge

(France).

The creation of jobs Included Centrica's 800
new jobs, In setting up the phone business,
Including mobile phones and Internet access tn
Manchester. Vauxhall is to invest £189 million In
its UK plants, creating 500 jobs and preparing
for new products and to improve productivity and
competitiveness. Powergen is to create 500
Jjobs at a new call centre in Rotherham.
Whitbread is to create 500 new jobs through a
£22.5 million investment plan. Marconi to create
3,000 jobs with plans for a Coventry factory to
produce Internet switches and routers. More
than 2,500 jobs were secured when a European
consortium, led by BAE Systems, won a £800
millionmissile contract to arm the Eurofighter.
One20ne iIs to create a further 400 call centre
jobs In Sunderland. Bombardier (Canada) Is to
create 1,200 jobs at its Short Brothers’ aero
space subsidiary in Belfast. IKEA (furniture
retailer) is planning to invest £800 million in the
UK over the next 10 years, in a move expected to
create up to 12.000 jobs.

BAE Systems won a £1 billion order for the
Hawk trainer aircraft from India. Harland and
Wolff shipyard was saved from closure when it
signed a contract for £300 million to build four
ships for Seamasters International (Bahamas).

A curb on early retirement was announced,
raising the minimum age for tax advantages on
occupational or private pensions from 50 to 55.

BAA has raised £187 million via a sale of eight
alrport hotels to Airport Hotel Partnership, a
newly created investment fund. Dixons is to
auction its 80 per cent stake in Freeserve.

The Electronic Communications Act was
granted royal assent. The first major piece of e-
legislation which the Government hopes will

establish Britain as the best place for
e-commerce.

The Government sold its last BT shares, raising
£103 million.

Financial balance sheets

The private non-financial corporations' balance sheet
showed liablilities of quoted shares of £1.437 billion at
the end of the second quarter. The £29 billion decrease
over the first quarter of 2000 reflects the fall in the FTSE
All Share index. The data used to value the balance
sheets for unquoted shares are, however, of poor quality.

Statistical adjustment items

The net borrowing or lending from the capital account
should theoretically be equal to the total financial trans-
actions recorded in the financial account. The difference
between the two Is the statistical adjustment item. It can
be seen as a guide to the quality of the accounts. The
statistical discrepancy for private non-financial corpora-

tions was -£3.6 billion in the second quarter of 2000.

FINANCIAL CORPORATIONS

Income and Capital Account (Seasonally Ad-
justed)

As shown In chart SA8, the financial corporations’ gross
operating surplus increased to £5.1 billion in the second
guarter of 2000, compared with a figure of £3.9 billion in

the first quarter, due to Iincreased earnings from financial
iIntermediation.

Dividend recelpts fell in the latest quarter to £11.6 billion,
following receipts of £12.3 billion in the first quarter. How-
ever, interest receipts rose sharply in the second quarter
to £59.8 billion compared with £53.0 billion in the first
guarter. Interest payments were also higher, at £41.8 bil-
lion following £37.5 billion in the previous quarter. Prop-
erty income due to insurance policy holders (the interest
earned on the reserves held by Insurance companies to
meet future claims), at £14.2 billion in the second quar-
ter, was little changed on the previous quarter.

Employers and employees social contributions both In-
creased In the second quarter. employers contributions
were £5.6 billion compared with £5.1 billion in the first
guarter and employees contributions were £12.7 billion
compared with £12.2 billion. Payments of social ben-
efits, other than social transfers in kind, were also much
higher in the second quarter at £15.9 billion following
£14.0 billion In the previous guarter. Net tax payments
Increased slightly in the second quarter to £2.2 billion
compared to a figure of £2.0 billion in the first quarter.

Chart SA8
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Financial corporations’ gross saving, the balance from
the use of disposable income account (table A25), was
£0.4 billion in the second quarter of 2000, an increase of
£1.1 billion on the first quarter figure o f-£1.5 billion.

Gross fixed capital formation (capex) increased slightly
In the second quarter, to £2.0 billion following a figure of
£1.8 billion in the previous quarter.

Financial corporations’ net lending/borrowing, the bal-
ance from the income and capital accounts, showed a
decreased deficit in the second quarter of £2.3 billion,
following a deficit of £3.3 billion In the first quarter.

Financial Account (Not Seasonally Adjusted)

In the second quarter of 2000 Financial Corporations
showed Increased net disinvestment in financial assets
of £8.5 billion compared to £6.0 billion in the first quarter.

Currency and deposits

Financial corporations total assets of currency and de-
posits fell by £51.3 billion in the second quarter of 2000
compared to £173.6 billion in the first quarter. This de-
crease Is largely due to two sectors: UK banks are show-
Ing assets at £34.9 billion in the second quarter com-
pared to £87.2 billion in the first quarter; and other finan-
cial intermediaries are showing assets at £10.0 billion In
the second quarter compared to £85.5 billion in the first
guarter. See chart SA9.

Chart SA9

Currency and deposits
£ billion
Not seasonally adjusted
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UK banks in the second quarter reduced their net disin-
vestment In their holdings of sterling deposits to £28.3
billion compared to a record £38.8 billion In the first quar-
ter. Other financial intermediaries showed net disinvest-
ment in the second quarter at £4.2 billion compared to
record net investment in the first quarter at £20.4 billion.

Insurance corporations and pension funds showed high
net investment in the second gquarter at £5.7 billion com-
pared to £1.1 billion in the first quarter.

UK banks in the second gquarter showed lower net disin-
vestment in foreign currency at £39.9 billion compared to
record net disinvestment in the first quarter at £116.6 Dbil-
lion. Other financial intermediaries showed lower net In-
vestment of foreign currency deposits with UK banks at

£11.5 billion In the second quarter compared to £20.8
billion in the first quarter.

In the second quarter building societies showed higher
net disinvestment at £2.5 billion in their own deposits
compared to £2.1 billion in the first quarter.

UK banks showed lower net investment in deposits with
overseas banks in the second quarter at £24.6 billion
compared to record net investment in the first quarter at
£60.1 billion. Other financial intermediaries also showed
lower net investment in the second quarter at £2.0 billion

compared to record net investment in the first quarter at
£43.9 billion.

UK banks showed net investment of sterling treasury bills
In the second quarter at £1.0 billion compared to net dis-
Investment in the first quarter at £0.8 billion. Other finan-
cial intermediaries in the second quarter showed net dis-
Investment at £0.5 billion compared to net investment in
the first quarter at £0.2 billion.

UK banks showed increased net disinvestment in money
market instruments (these include commercial paper and
certificates of deposit) issued by UK banks and building
societies Iin the second quarter at £3.9 billion compared
to £2.8 billion in the first quarter. In the latest quarter build-
INg societies reported net disinvestment in at £2.6 billion
compared to net investment in the previous quarter at
£1.3 billion. Other financial intermediaries showed less
net disinvestment at £0.4 billion in the second quarter
compared to record net disinvestment in the first quarter
of the year at £1.3 billion. Insurance corporations and
pension funds showed net disinvestment in the second
guarter at £0.7 billion compared to net investment in the
first quarter at £0.3 billion.

UK banks showed lower net investment in overseas
money market instruments in the second quarter at £3.3
billion compared to £6.3 billion in the first quarter. Other
financial intermediaries showed Increased net disinvest-
ment in the second quarter at £2.0 billion compared to
£0.4 billion In the first quarter.

Bonds and Gilts etc.

Financial corporations’ total assets In securities other
than shares rose to £27.1 billion Inthe second quarter of
2000 compared to £24.6 billion in the first quarter. This is
largely due to two sectors increasing their assets: UK
banks holdings rose to £19.0 billion In the second guar-
ter compared to £17.7 billion in the first quarter; and In-
surance companies and pension funds increased their
holdings to £6.1 billion In the second quarter compared
to £5.2 billion In the first quarter. See Chart SA10.
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Chart SA10

Securities other than shares

£ billion
Notseasonally adjusted

Financial corporations showed investment in gilts in the
second quarter at £2.2 billion compared to disinvestment
In the first quarter at £3.9 billion. UK banks showed in-
vestmentin gilts in the second quarter at £0.3 billion com-
pared to £2.9 billion disinvestment in the previous quar-
ter. In the second quarter other financial intermediaries
have Increased investment from £0.4 billion In the first
quarter to £2.7 billion. Insurance corporations and pen-
sion funds showed lower disinvestment in the second
quarter at £0.8 billion compared to £1.4 billion in the first
quarter. See Chart SA11.

Chart SA11
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UK banks showed net investmentin medium term bonds
Issued by monetary financial institutions in the first quar-
ter at £1.6 billion compared to net disinvestment at £2.6
billion In the first quarter. Building societies showed lower
net disinvestment in the second quarter at £0.1 billion
compared to £0.6 billion in the first quarter, insurance
corporations and pension funds showed record net dis-
iInvestment in the second quarterat£1.2 billion compared
to net investment at £0.5 billion in the first quarter.

UK banks showed Increased Investment in bonds is-
sued by other UK residents in the second quarterat £2.2
billion compared to £1.3 billion in the first quarter. Other
financial intermediaries showed increased net disinvest-
ment in the second quarter at £4.0 billion compared to
£3.1 billion In the first quarter. Insurance corporations
and pension funds remained broadly unchanged with
net investment in quarter two at £6.4 billion.

UK banks showed lower investment in bonds issued by
overseas in the second quarter at £7.8 billion compared
to £15.4 billion In the first quarter. Other financial interme-
diaries showed disinvestment in the second quarter at
£1.0 billion compared to investment in the first quarter at
£1.2 billion. Insurance corporations and pension funds
showed Investment at £2.0 billion compared to disin-

vestment in the first quarter at £0.4 billion.
Loans etc.

Financial corporations total lending fell to £25.5 billion in
the second quarter of 2000 compared to £85.1 billion in
the first quarter. A significant cause ofthis was decreased
lending by UK banks at £22.3 billion In the second quar-
ter from £82.4 billion in the first quarter. See Chart SA12.

Chart SA12
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UK banks showed lower net investment in sterling loans
Issued by UK banks in the second quarter at £12.4 billion
compared to record net investment in the first quarter at
£25.9 billion. Other financial intermediaries showed In-
vestment in the second quarter at £1.3 billion compared
to net disinvestment at £15.6 billion in the first quarter.
Insurance corporations and pension funds showed lower
disinvestment in the second quarter at £0.2 billion com-
pared to £1.5 billion In the first quarter.

UK banks in the second quarter showed lower net in-
vestment in foreign currency loans at £2.7 Dbillion com-
pared to record netinvestment in the first quarter at £50.5
billion. Other financial intermediaries showed net invest-
ment in the second quarter at £2.0 billion compared to
record net disinvestment in the first quarter at £25.4 bil-
lion.

UK banks showed higher net investment in loans se-
cured on dwellings in the second quarter at £7.1 billion
compared to £5.9 billion In the first quarter. Building soci-
eties also showed increased net investment in the sec-
ond quarter at £2.2 billion compared to £1.6 billion in the

first quarter. Otherfinancial intermediaries net investment
remained broadly unchanged in the second quarter at
£1.9 billion.

Equities

Financial corporations holdings of shares increased to
£52.6 billion Iin the second quarter of 2000 compared to
minus £0.6 billion in the first quarter. See Chart SA13.

Chart SA13

Shares and other equity
Financial Corporations
£ billion

Notseasonally adjusted

60

UK banks showed lower net disinvestment in quoted UK
shares In the second quarter at £0.3 billion compared to

£0.5 billion in the first quarter. Other financial intermedi-
aries showed net investment In the second quarter at

£0.2 billion compared to net disinvestment in the first
quarter at £2.9 billion. Insurance corporations and pen-
sion funds showed net disinvestment in the second quar-
ter at £2.5 billion compared to record net investment in
the first quarter at £21.7 billion.

n the first quarter of 2000, Iinsurance corporations and
pension funds reported record netinvestmentin UK com-
pany securities and also record net disinvestment in over-
seas securities. This was largely due to the alt share
takeover of Mannesmann by Vodafone, whereby
Mannesmann shares (which were overseas securities)
were exchanged for new Vodafone shares (which are UK
company securities). As a result, the net investment in
UK company securities was offset by a substantial disin-
vestment in overseas securities in the same period.

UK banks showed net investment in unquoted UK shares
In the second quarter at £1.7 billion compared to net dis-
iInvestment in the first quarter at £0.4 billion. Other finan-
cial intermediaries returned to net disinvestment in the
second quarter at £2.8 billion, following record net in-
vestment in the first quarter at £5.1 billion that was largely
due to the transfer of ownership of Scottish Widows from
the Household sector. Insurance corporations and pen-
sion funds showed net Investment in the second quarter
at £0.2 billion compared to record net disinvestment In
the first quarter at £1.1 billion.

UK banks showed record net investment in overseas
shares In the second quarter at £9.9 billion compared to
net disinvestment in the first quarter at £2.9 billion. Other
financial intermediaries also showed record net disin-
vestment in the second quarter at £31.1 billion compared
to net disinvestment in the first quarter at £4.0 billion.

Chart SA14
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Insurance corporations and pensbn

lo\wing record net disinvestment in the first quarter at £21.
billion.

Other financial intermediaries continued to show lower
net disinvestment in UK mutual fund shares m the sec-
ond quarter at £2.5 billion compared to £3.8 billion in the
first quarter. Insurance corporations and pension funds
remained unchanged In the second quarter with net In-

vestment at £1.7 billion.

Net equity of households

The net equity of households In insurance corporations
and pension fund reserves (the technical provision
against outstanding risk) has risen in the second quarter
to £11 -7 billion compared to £10.2 billion in the first quar-

ter. See Chart SA14.

PUBLIC SECTOR
Public Sector Net Borrowing and Current Balance

Public sector net borrowing, non-seasonally adjusted (as
are all the data mentioned In the General Government
section of this article), in the second quarter of 2000 was
£0.4 billion, compared with -£13.8 billion (i.e. net lend-
Ing) In the previous quarter. For the calendar year 1999,
public sector net borrowing was £10.4 billion, a revision
of £0.7 Dbillion from the previous quarters estimate. Prior
to 1998 there had been net borrowing In every year since
1989. The surplus on current budgetwas -£0.7 billion for
the second quarter of 2000 and £16.4 billion for the first
quarter of 2000.

Chart SA15
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General Government Sector

General Government Expenditure

In the second quarter of 2000, General Government Ex-
penditure was £86.1 billion, an increase of 5.6 per cent
on the second quarter of 1999. The breakdown of ex-
penditure in the second quarter of 2000 was £82.6 billion
current expenditure. £2.4 billion capital expenditure and
£1 billion payments on net purchases of long term finan-
cial assets. In the second quarter of 2000. General Gov-
ernment Expenditure as a percentage of GDP was 37.1
per cent, 0.4 per cent higherthan the second quarter of
1999,

Central Government Receipts

Central Government total gross disposable income fell
from £43.1 billion In the first quarter of 2000 to £25.1
billion In the second quarter of 2000. The figure for the
second quarter of 2000 was 19.1 per cent higher than
that for the second quarter of 1999,

In the second quarter of 2000, receipts of taxes on In-
come were £27.1 billion, 15.6 per cent higher than the
second quarter of 1999, but a fall of £16.5 billion from the
figure for the first quarter of 2000, which was boosted by
receipts from self-assessment. The rise compared with
the second quarter of 1999 was largely driven by corpo-
ration tax receipts which were by 20.9 per cent greater
than in the second quarter of 1999. One reason for this
rise Is the new quarterly payments schedule.

Central Government VAT receipts were £15.4 billion In
the second quarter of 2000. This represented a 5.9 per
cent rise on the previous quarter’'s receipts and a 13.4
per cent increase on the second quarter of 1999.

Central Government receipts from other taxes on prod-
ucts were £13.2 billion in the second quarter of 2000, a
rise of 4.8 per cent from the figure of £12.6 billion re-
corded forthe previous quarterand a rise of 13.4 per cent
on the second quarter of 1999. One ofthe main compo-
nents of the Increased receipts in the second quarter of
2000 was receipts from Stamp Duties which increased
by £0.3 billion compared to the first quarter of 2000 and
by £0.9 billion compared with the second quarter of 2000.
The increase Iin Stamp Duty receipts is partly due to in-
creases ininternettrading activity and “dotcom” flotations.
Camelot payments to the National Lottery Distribution
Fund for the second quarter of 2000 were £0.4 billion,
similar to the previous quarter.

Central Government Expenditure

Central Government's final consumption expenditure in-
creased from £24.9 billion in the first quarter of 2000 to
£25.3 billion in the second quarter of 2000, a rise of 1.6
per cent. In previous years there have been smaller in-
creases, or often decreases, in final consumption ex-
penditure between the first and second quarters. The
reason for the quarter two on quarter one increase In
2000 isthat departments are now able to carry over budg-
ets to the next financial year, which has reduced end of
financial year spending surges. There were also upward
revisions of £0.7 billion to Central Government’s final



consumption expenditure in 1999.

Social benefit payments increased from £25.9 billion in
the first quarter of 2000 to £26.5 billion in the second
guarter of 2000, an increase of 2.2 per cent. Within this,
there was an Iincrease In payments of retirement pen-
sions from £9.4 billion In the first quarter of 1999 to £9.6
billion in the second quarter. Working families tax credits,
which were introduced In the fourth quarter of 1999, were
£1.1 billion in the second quarter of 2000 an increase of
£0.4 billion on the previous quarter as the credits system
continues to take off.

Expenditure on miscellaneous current transfers in-
creased from £4.6 billion in the first quarter of 2000 to
£5.0 billion in the second quarter of 2000. Payments of
property income increased from £6.2 billion in the first
quarter of 2000 to £6.8 billion in the second quarter of
2000, a rise of 8.7 per cent, mainly due to increased pay-
ments of interest on British Government Securities.

Central Government Financial Account

The main feature of the financial account for Central Gov-
ernment in the second quarter of 2000 was the dramatic
Increase In deposits caused by the receipts from mobile
phone companies for use of the spectrum, offset by tim-
Ing adjustments for these pre-payments of rent. There
were also large timing adjustments on the assets side
for tax receipts.

On the liabilities side, there was a net increase In gilt
liabilities of £1.6 billion and net sterling treasury bill |i-
abilities decreased by £0.4 billion. Additionally, Central

Government’s liabilities to banks increased by £2.2 bil-
lion.

| ocal Government

Local Government gross disposable income amounted
to £18.5 billion in the second quarter of 2000, an increase
of £0.6 billion from the previous quarter.

Final consumption expenditure was £17.1 billion in the
second quarter of 2000, an increase of £0.7 billion on the
previous quarter’s figure and an Increase of 6.1per cent
on the figure for the second quarter of 1999, In line with
financial year growth forecasts.

Local Government expenditure on social benefits in the

second quarter of 2000 was £3.7 billion, similar to the
previous quarter.

Tax receipts by Local Government (Council tax and do-
mestic rates in Northern Ireland) were £3.5 billion in the
second quarter of 2000, an increase of 6.2 per cent on
the second quarter of 1999. Receipts from current trans-
fers by Central Government were £16.9 billion in the sec-
ond quarter of 2000, an increase of 8.6 per cent com-
pared with the figure for the second quarter of 1999. This
Increase was largely accounted for by increased pay-

ments from the National Non-Domestic Rates (NNDR)
pool.

The major transaction in the local government financial
account in the second quarter of 2000 was an increase
In borrowing from the Public Works Loan Board worth

£1.2 billion. There were also large timing adjustments
for the receipt of council tax on the assets side.

Public Corporations

Income and Capital Account (Seasonally Adjusted)

The gross operating surplus of public corporations was
unchanged at £1.0 billion in the second quarter of 2000,
Rental income was £0.1 billion.

Public corporations’ net interest payments remained at
£0.5 billion in the second quarter of 2000. Payments were
£0.7 hillion.

Public corporations' gross disposable income was £0.6
billion.

Gross fixed capital formation by public corporations re-
mained unchanged at £1.2 billion.

Public corporations recorded net borrowing of £0.8 bil-
lion In the first half of the year. Net borrowing had been

steady at £0.7 billion in each of the past two years, 1998
and 19909.

Financial Account

Financial account movements were subdued in the quar-
ter.



balance of payments

A deficit of £3.3 biliion was recorded for the current
accent in the second quarter, iittie changed from the
deficiuecorded in the first quarter. There was a surplus
or£1l 5 billion recorded with the EU compared with a

surplus of £1.7 billion in the first quarter.

Although the current account deficit remained virtually
unchanged from the first quarter, there were changes to
the component accounts. The increase In the defied on

trade in goods was offset by higher surpluses on trade in
services and income. The deficit on trade In goods
Increased to £7.5 billion in the second quarter compared
with £6.9 billion in the first quarter. The surplus on trade
IN services Iincreased to £2.9 billion compared with £2.6
billion In the first quarter and the surplus on income rose
to £2.4 billion compared with £2.0 billion in the previous

quarter.

Estimates have been revised from the first quarter of 2000.
The current account deficit in the first quarter has been

revised to £3.3 billion.
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Trade in goods (Table B2 &B2A)

The deficit on trade In goods in the second quarter was
£7.5 billion compared with a deficit of £6.9 billion in the
first quarter. EXxports increased by £1.3 billion, while
iImports increased by £1.8 billion. Nearly half the rise In
exports was accounted for by exports to North America
while the growth Iin imports was chiefly due to imports
from the EU, North America and the OIl Exporting countries.
Within exports of goods, exports of finished manufactured
goods rose by £0.8 billion to £26.8 billion and exports of
semi-manufactured goods rose by £0.3 billion to £11.8
billion. Exports of oil fell by £0.2 billion to £3.2 billion.

Within imports of goods, imports of finished manufactured
goods rose by £1.6 billion to £32.8 hillion.

Chart BOP2
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Trade In services (Table B3 & B3A)

The trade In services surplus was £2.9 billion in the
second quarter, up from the £2.6 billion surplus recorded
In the first quarter. Exports rose overall by over £0.4
billion, mainly due to higher exports of royalties and
licenses rising by £0.2 billion and small increases in
exports of insurance and travel services. Imports rose
slightly reflecting a rise in imports of government and
travel services. The deficit on travel services continued
to grow, reaching a record £2.4 billion, due to the rise In
the number of UK residents travelling abroad.

Chart BOPS
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Income (Table B4 & B4A)

The surplus on income In the second quarter was £2.4
billion compared with a surplus of £2.0 billion in the first
quarter. The small rise in the surplus is mainly due to
lower deficits on portfolio and other investment income.
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The compensation of employees’ account showed a
surplus of £0.1 billion In the second quarter of 2000
compared to being broadly in balance in the first quarter,
largely due to an increase In the foreign earnings of UK
seasonal and border workers.

The surplus on direct investment income was £3.5 bhillion
In the second quarter of 2000, a decrease of £0.7 billion
compared with the previous quarter. Credits were £12.0
billion in the second quarter compared with £12.2 billion
In the previous quarter, principally reflecting a decrease
In the profits of UK owned private non-financial non-oil
corporations and Insurance companies. Debits were
£8.5 billion In the second quarter, an increase of £0.5
billion on the value recorded for the previous quarter. The
Increase principally reflects the increased profits of
foreign owned private non-financial corporations.

Chart BOPS
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Portfolio investment recorded a deficit of £0.1 billion In
the second quarter compared with a deficit of £0.9 billion
In the first quarter. Portfolio investment credits were £8.3
billion In the second gquarter compared with £6.8 billion
In the first quarter. This was largely due to

UK banks receiving settlement receipts of £0.9 billion on

Interest rate swaps compared with settlement payments
of £0.5 billion Iin the previous quarter and an increase In
dividend receipts by UK insurance and pension funds.
Portfolio investment debits were £8.5 billion in the second
guarter compared with £7.7 billion in the first quarter. The
second quarter payments are the highest ever recorded
mainly due to record payments of £3.5 billion to foreign
holders of UK equity securities

Chart BOP6
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The deficit on other Investment decreased slightlyto £1.4
billion Iin the second quarter. An increase of £2.5 billion
on credits to £15.7 billion was mostly offset by a rise of
£2.4 billion on debits to £17.1 billion. The higher interest
receipts and payments in the second gquarter reflect higher
receipts and payments on UK banks Sterling and foreign
currency deposits.

Chart BOP7
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Income on reserve assets was £0.3 billion in the second
guarter 2000, a slight rise on the £0.2 billion recorded In
the first quarter.
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Capital Account (Table B7 & B7A)
The capital account surplus was £0.7 billion In the
second quarter of 2000, an increase of £0.5 billion on the

first quarter, due to rises in migrants' transfers and other
credits in the non-government sector totalling £0.3 billion.

Financial Account (Table B8 & B9)

The financial account was broadly in balance Iin the
second quarter compared with a net inflow of £9.6 billion
Inthe first quarter. Both UK investment abroad and foreign
Investment inthe UK recorded investment of £128.2 billion
In the second quarter. The high level of transactions are
mainly due to merger and acquisition activity and large
Increases in UK banks foreign currency assets and
liabilities. This follows on from the record transactions
recorded In the first quarter again due to merger and

acquisition activity and increases in UK banks foreign
currency assets and liabilities.

Chart BOP9
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Direct investment abroad (Table B10) was £32.3 billion
In the second quarter of 2000 compared with the record
£110.8 billion recorded In the previous quarter. This IS
mainly due to net investment of £23.1 billion In equity
capital abroad compared with £104.7 Dbillion in the
previous quarter when there was record merger and
acquisition activity. Movements In other capital
transactions between the first and second quarter of 2000
showed a change of £6.2 billion, from a net disinvestment
of £2.3 billion to a net investment of £3.9 billion, mostly
from Inter-company account movements. Reinvested
earnings, at £5.3 billion, were £3.0 billion lower than in
the first quarter.

Foreign direct investment in the UK (Table BIO) was
£18.7 Dbillion In the second quarter of 2000 compared
with £14.6 billion in the previous quarter. This reflects the
acquisition of £9.7 billion of equity capital in the second
guarter of 2000 compared with £5.6 billion in the previous
guarter. There were also a net increase of £0.9 billion In
other capital transactions, rising from £5.1 billion in the
first quarterto £5.9 billion in the second. Partly offsetting
this, reinvested earnings fell to £3.0 billion from £4.0
billion.

Major direct investment acquisitions and disposals In
the first quarter of 2000 included:

Outward acquisitions (of foreign companies):

The largest outward acquisition was the purchase of
Atlantic Richfield Company by BP Amoco Picfor a reported
£18.0 billion.

Outward disposals (of foreign companies):

The largest outward disinvestment was the sale of United
Advertising Publications Inc. by United News and Media
Pic for a reported £0.3 billion.

Inward acquisitions (of UK companies):

The largest inward acquisition was the purchase of the
residential cable business of Cable and Wireless Pic by
NTL Inc. for a reported £3.5 billion.

Inward disposals (of UK companies);
There were no significant disposals of UK companies
recorded In the second quarter.

Portfolio investment abroad (Table B11) showed record
iInvestment of £53.5 billion In the second quarter
compared with disinvestment of £9.1 billion in the first
guarter. There was record investment in foreign equity
securities of £41.5 billion mainly due to record investment
by both UK banks and securities dealers of £9.9 billion
and £29.3 billion respectively. Investment in foreign debt
securities was £12.0 billion compared with £22.1 billion
In the previous quarter. UK banks invested £7.7 billion in
bonds and notes and £3.3 billion In money market
Instruments such as commercial paper.




Portfolio investment in the UK {Table B11l) showed
iInvestment of £33.7 Dbillion In the second quarter
compared with record investment of £94.6 billion Iin the
first. Investment In equity securities was £18.9 billion
compared with the record £81.9 billion record in the
previous quarter. Investment in debt securities rose to
£14.9 billion compared with investment of £12.7 billion In
the first quarter. The iIncreased Investment In debt
securities reflects Increased Investment in money market
Instruments issued by UK banks and private non-financial
corporations.

other Investment abroad (Table B1l2) showed
iInvestment of £42.0 billion In the second quarter
compared with £142.4 billion in the first quarter. UK banks
deposited £24.6 billion, of which £22.6 billion was In
foreign currency, and lent £4.9 billion, most of which of
which was in foreign currency. The previous quarter had
seen UK banks deposit £60.1 billion, ofwhich £43.1 billion
was In foreign currency, and lent £29.0 billion, of which
£27.7 billion was In foreign currency. Securities dealers
and other UK residents increased their deposits by £2.2
billion and £9.8 billion respectively.

Other investment in the UK (Table B12) showed
iInvestment of £75.7 billion in the second quarter
compared with investment of £141.8 billion in the previous
guarter. UK banks’ deposit liabilities increased by £29.0
billion In the second quarter compared with an increase
of £109.0 billion In the previous quarter. There were
deposits of £24.2 billion in foreign currency and £4.7
billion In Sterling Iin the second quarter of 2000. The
previous gquarter had seen an investment of £95.1 billion
In foreign currency and £13.9 billion in Sterling. Securities
dealers took out new loans of £35.0 billion in the second
guarter following on from loans of £20.7 billion in the
previous quarter. Other UK residents borrowed £10.6
billion In the second quarter compared with borrowing of
£13.3 billion Iin the previous quarter.

Reserve assets (Table B13) showed net investment of
£0.4 Dbillion in the second quarter of 2000 compared with
disinvestment of £2.6 billion In the first quarter. Reserve
holdings of debt securities increased by £1.1 billion while

the UK’s reserve position in the Fund decreased by £0.5
billion.

International Investment Position (Table B14-B19)

The international investment position showed net
external liabilities (i.e. liabilities exceed assets) of £134.5
billion at the end of the second quarter compared with
net external liabilities of £149.8 billion at the end of the
first quarter. UK assets abroad increased by £196.0 billion
from the end of the first quarter to £2763.4 billion at the
end of the second quarter. UK liabilities increased by
£180.7 billion from the end of the first quarter to £2897.9
billion at the end of the second quarter.
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BACKGROUNDNOTES

This quarter

Figures have been revised from the first quarter of 2000.
The current balance in the first quarter was revised up by
£0.7 billion to a deficit of £3.3 billion compared with the
£4.0 billion deficit published in June. The largest revisions
have been to investment income and trade In services
and reflect the receipt of later information from quarterly
Inquiries.

General notes

Current and capital accounts are seasonally adjusted.
Financial account and international investment position
data are not seasonally adjusted.

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 comes 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 Intrastat
estimates are now based on responses, representing
95 per cent in most months, of the value of EU trade at the
time of this First Release.

When compiling the geographic breakdown of income,
current transfers and trade in services the EU countries
are seasonally adjusted. The non-EU seasonally
adjusted figure Is calculated by subtracting the seasonally
adjusted EU total from the seasonally adjusted worlo
total. Both EU and non-EU data are seasonally adjustec
for trade In goods; these are aggregated to form the world
total.
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National Accounts:
Payments

Summary

This article discusses the effects on the UK National
Accounts ofthe payments to the Government for allowing

access to the electromagnetic spectrum by mobile phone

companies. These have often been reported in the media

as the auction of licences, although this is a simplification
of the reality for public consumption. This article
discusses the effects on the Sector Accounts (Income
and Capital Account, Financial Account and Balance

sheets). The payments will have no direct effect on Gross
Domestic Product.

Within the UK accounts the Government’s receipts from
the auction will be treated as rent. This is because The
Office for National Statistics (ONS) considers that the
electromagnetic spectrum should be classified in a
category known as “tangible non-produced assets".
International guidance states that receipts from allowing
use of such assets should be recorded as rents. The
classification of the receipts iIs still under International

discussion, although the asset classification is universally
accepted.

Background

A limited number of third generation (UMTS) mobile
phone companies will be granted access to use the
electromagnetic spectrum throughout the world in 2000

and 2001, sometimes accompanied by large cash
payments.

The UK adopted an auction process with bidders having
to undergo a suitability test before entering the auctions.
In the second quarter of 2000, three of the successful
bidders made payments and were granted licences. In

addition, a prepayment was received from the two bidders
that settled in the third quarter of 2000.

The UK Central Government (CG) received up-front cash
payments from each successful bidder in return for
access to the spectrum. The successful bidders are
Included In the Private Non-Financial Corporations
(PNFC) sector in the National Accounts. Under the

accruals-based principles of the Accounts, the rents will
be accrued over the next 21+ years.

Therefore, there will be a one off increase in CG net assets
and a matching decrease in PNFCs net assets as the
cash payments take place. This transaction will then be
offset by an accruals based adjustment in the accounts
of both sectors. The offsetting accruals adjustment will
take place over the same period as the rents.

Classification of receipts from allowing
use of spectrum

There are two broad options for the classification of the

receipts from allowing third generation mobile phone
companies to use the electromagnetic spectrum:

Effects of Spectrum

rent for the use of a tangible non-produced asset
(the spectrum): or

proceeds from the sale of an intangible
non-produced asset (the licence).

The ONS has decided that the receipts will be treated In
the former category, I.e. as rent (see ONS, Classification

of spectrum licence receipts. Media Release, 13 June
2000,

It follows that, under the accruals-based principles of
National Accounts:

there Is a cash transaction to record any

pre-payment of rents from successful bidders that

results Iin the creation of an asset for CG and a
liability for PNFCs;

there Is an offsetting accruals entry to reverse this
cash transaction (i.e. the creation of a liability for
central government and an asset for PNFCs): in
simple terms PNFCs are purchasing a financial
asset by pre-paying rents;

the rent receipts (and payments) accrue regularly
over the following 21 +years: and

after completion ofthe licence period,the net effect
of the accrual transaction Is zero.

Summary of amounts received by the
Government from use of spectrum

The total proceeds from allowing use of spectrum for
third generation mobile phone companies are £22.5
billion. Three organisations made payments in May (the
second quarter of 2000), two other organisations made
pre-payments. These two will complete their payments
In September (the third quarter).

2000 Q2

£ billion
Total (three organisations) 12.4
Add prepayment
(two organisations) 0,2
Total received in 2000 Q2 12.6
2000 Q3
Total payments
(two organisations) 10.1
Less prepayment In Q2 0.2
Total received in 2000 Q3
Total received 22.5



Effects on the Financial Account

Treatment of company payments

First Quarter 2000 - Payment of deposit by all
bidders

In the first quarter of 2000, all bidders were required to
lodge a deposit with the Government. The deposit was
returned, with interest, if bidders were unsuccessfu . The
Government invested the deposits in Treasury Bills in a

separately identifiable name, treating it as a private sector
Investment. In the Financial Account, the investment In
Treasury Bills Is treated as being undertaken directly by
PNFCs. The corresponding transaction undertaken by
PNFCs was some combination of incurring liabilities or

running down assets (see Figure 1).

Figure 1
Payment of deposit by all bidders

PNFCs Assets
Treasury Bills

(£1.3 bn)
1l PpNECs PNFCs A
Assets or Liabilities T
f (£1.3 bn) (E1.3bn) 1

Second quarter 2000 - Payment by the first three
successful bidders

n the second quarter of 2000, three of the successful
nidders made cash payments and were granted licences.
n addition, a prepayment was received from the two
nidders that settled in the third quarter. These amounts
together totalled £12.6 billion.

The cash prepayments resulted in the creation of an
asset for CG. mainly via a payment into its sterling
deposits with UK banks (1), financed by the successful

bidders through some combination of incurrence of
liabilities or running down assets (4).

Under accruals principles, a corresponding liability
(equivalent to a negative asset) Is created In accounts
receivable/payable In the central government’s balance
sheet (2) and a corresponding asset created in PNFC’s

balance sheet in accounts receivable/payable (3) (see
Figure 2).
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Figure 2
Payment for access to spectrum

CG Assets (1)
Sterling deposits with UK banks

(or other assets)
(£12.6 bn)

CG Liabilities (2)
Accounts receivable/payable

(£12.6 bn)
A PNFCs or PNFCs
N Liabilities Assets (4) |

(net 12.6 bn)

PNFCs Assets (3)
Accounts receivable/payable
(net £12.6 bn)

In addition, the three successful bidders made their first
payments of rents to CG In this quarter. The amount of
this rent was £48 million, which reflects the activity only
starting part way through the quarter.

Third quarter 2000 - Payment by the remaining
two successful bidders

The adjustments in the third quarter of 2000 to record the
cash payment and offsetting adjustment by the remaining
two successful bidders involve the same entries as the
second quarter of 2000, except that the amount is £9.9
billion (£10.1 billion less deposit of £0.2 billion paid In
the second quarter of 2000).

In the third quarter of 2000 the total rent flow I1s £144
million.

Fourth quarter 2000 and beyond

There will be ongoing accrued rent payments over the
next 21+ years.

The payments total £261 million in the fourth quarter of
2000 and for every quarter thereafter until 2021. ONS Is
considering adopting a discount model to better reflect
the path of the payments over such a lengthy period.

For now, under accruals principles, the flow of rents from
the licence holders to CG will be recorded on a regular
basis as it accrues over the length of the licence. The
financial liability incurred by CG on receipt of the cash
prepayments for the use of the spectrum will be gradually
reduced as the accrued rent is received’ (1) while PNFCs'
financial asset will be gradually reduced as the accrued
rent is ‘paid’ (2) (see Figure 3).




Figure 3
Ongoing accrual adjustments

CG Liabilities (1)
Accounts receivable/payable
(E261 mn per quarter)

PNFCs Assets (2)

Accounts receivable/payable
(E261 mn per quarter)

Effect on Income and Capital Account

The accrued rent flows between CG and PNFCs appear
In the Allocation of Primary Income Account as rent (D45),
The flows appear as income for CG and payments by
PNFCs.

In the second quarter of 2000, a receipt of £48 million for
CG will be matched by a payment by PNFCs. The payment
will be £144 million In the third quarter of 2000, £261

million in the fourth quarter of 2000, and about £1 billion
for each year until end-2021.

Effect on Non-Financial Balance Sheets

In the non-financlal balance sheets, the value of the
spectrum will be shown as an asset for CG. The third
generation contribution to the value of spectrum will
probably be shown at a value of £22.5 billion until it Is
next revalued (in 2021). There will be international
discussion on the best method of valuation.

FInancing transactions

Overall, there has been considerable activity Iin the
telecommunications sector of late, including quite
substantia! merger, acquisition and disposal activity. The
financing by PNFCs for the cash transactions for pre-
payment of rents Is one of a number of complex
transactions in the telecommunications sector (including
the financing of use of foreign spectra) that exert a
noticeable impact on the sector accounts.

It is difficult to disentangle the direct and indirect effects
of the financing transactions in the sector accounts,
especially given that the flow and balance sheet data in

the accounts record the net impact of numerous
transactions.

However, the first and second guarters of 2000 data are
noteworthy for some particularly large changes to private
companies’ assets and liabilities including:

an increase In direct investment loan liabilities

reflecting transfers of funds from rest of the world
associated companies;

an increase in corporate bonds issued,;

an increase Iin sterling loans from UK monetary
financial institutions; and

an increase in loans from rest of the world
monetary financial Institutions.

PETER SYMONS

Macro-Economic Analysis Branch.
peter.symons@ONS.gov.uk

NOTES

A summary ofthe effects on sector accounts can be found
within Appendix A on the following page.

Further discussion of this topic, including copies of the
original press releases, can be found within the economy
theme on the National Statistics website:

http://www.statistics.gov.uk/
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appendix A

Tabular Summary

Flows

£ billi Q200 Q200"Q3 00 Q3 00' Q4 00 2001 2002 2010 2015 2021
HITON

GG accounts payable 12.6 0.048 -9.9 0.144 0.261 1 1 1 1

/ receivable (F79)"*

PNFC net assets -12.6 ' -9.9

PNFC accounts receiveable 126 -005 99 -0.14 -0.26 -1 -1 -1 -1 -1
| payable(F79) "*

aDproximate due to rounding, the exact amount In a fuli year is £1.044 bn .. N
' Increase In net assets. " reduction In net assets, ' reduction in net assets, Increase In net assets In Q2 and Q3

2000

5Accrued rent flows begin in month following issue of licences, ie flows begin in June 2000 (for Q2 2000 pay-
ments) and October 2000 (for Q3 2000 payments). The amounts are 1*0.048bn in Q2 2000 and 3*0.048 In @23

2000 for the licences issued in Q2 2000. From Q4 2000 onwards, the quarterly flows are £0.261 bn.

Balance Sheets

£ billion Q200 Q300 Q400 2001 2002 2010 2015 2021
GG net assets** 12.6 225 225 225 225 225 225 225
GG accounts payable -12.6 -22.3 -22 21 -20 -12 o 0

[receivable (F79)*

PNFC net assets -12.6 -22.5 225 -22.5 225 -225 -225 -22.5
PNFC accounts receiveable 12.6 22.3 22 21 20 12 7 0
/payable(F79)*

¢ approximate due to rounding
** the Government plans to reduce liabilities with the proceeds from allowing use of spectrum

Income and Capital account

£ billion Q200 Q300 Q400 2001* 2002* 2010 2015* 2021*
GG rent (D45) 0.048  0.144  0.261 1 1 1 1 1
PNFC rent (D45) -0.048  -0.144  -0.261 1 1 1 1 1

¢ approximate due to rounding, the exact amount in a full year is £1,044bn



NOTES

UKEA data in computer-readable form

National Statistics series identifiers (four letter codes unigue
to each series) are shown against each series in the tables.
The data in this article, and those for earlier periods, can be
obtained in computer readable form via the National Statis-
tics DataBank Service or they can be accessed on-line via
StatBase. For details see introduction on page 4.

As well as the data presented in this publication, many other
series are also available quarterly. More detailed guarterly

and monthly financial data are shown in Financial Statistics
and various National Statistics Bulletins.

Balance of payments

The current and capital accounts are seasonally adjusted.
The financial account and the international Investment
position data are not seasonally adjusted.

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 comes 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 Intrastat estimates are now based on
responses representing 95 per cent in most months, of the
value of EU trade at the time of this First Release.

In theory, every credit entry should be matched by a
corresponding debit so that total current, capital and financial
account credits should be equal to, and therefore offset by,
total debits. In practice there is a discrepancy termed net

errors and omissions. The net errors and omissions are
shown at Table B1.

Interpretation of constant price estimates

In the interpretation 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 rale of inflation Is changing significantly.

Movements in exchange rates may also affect the valuation
of international transactions.



Quarterly alignment adjustments

. .h» rohPrence of the quarterly accounts, adjustments are made to quarterly estimates of both the expendi-

To improve the =°"® ® g DP for 1983 onwards. These adjustments, which sum to zero across each of the years
IJssTo W “are attributed to the change in inventories component of GDP analysed by expendit®ure and to gross
nn cmnhug of companies component analysed by income, These adjustmenis mdy be considered as allowing

na différences in the recording of transactions in different parts of the economy. In addition changes in invento-
romoonent where accurate quarterly measurement is more difficult. These quarterly adjustments modify the
aggregatrsTrived from expenditure or income components so that they better reflect the quarter to quarter paths of the

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
6381 777 455
19910%? 1011 -1127 48
03 -574 -629 -355
04 904 979 -138
1992 01 284 306 193
02 -167 -179 641
03 -592 -632 36
04 A75 505 -870
1993 01 441 462 1217
02 .51 -55 -635
03 -8 -10 309
04 -382 -397 -891
1994 01 -790 -810 -432
02 140 147 -176
03 -213 -216 -209
04 863 879 817
1995 01 -109 -110 940
02 521 522 -826
03 -475 474 -734
04 63 62 620
1996 01 187 181 630
02 400 387 -329
03 -298 -289 317
04 -289 -279 -618
1997 01 -66 -58 468
02 -874 -823 -874
03 -176 -161 482
04 1116 1042 -76
1998 01 911 -839 -688
02 455 420 -700
03 141 131 422
04 315 288 966
1999 01 870 784 693
02 -849 -760 956
03 -874 776 -709
04 853 752 -940
2000 01 -086 -867 -870
02 789 693 -321
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Gross domestic product and Gross national income

|
£ million

At current prices Revalued at 1995 prices

less less
Net Gross domestic Basic Gross Gross domestic Baglc Gross
Gross national income product price value adde.d product prlce value adde_d Gross
income at from at market adjust- at basic at market adjust;1 at basic value added
| : mentA prices prices ment prices at factor cost
market prices abroad prices
CAES YBHA NTAP ABML ABMI NTAO ABMM YBHH
71%5()'\;3 L 04 213 980 78 482 635 498 713 980 78 482 635 498 620 321
1995 4 223 756 058 82 029 674 029 732 203 80 538 651 665 636 015
1996 gfg S% 8 572 805 402 90 275 715 127 757 921 84 543 673 378 658 005
1997 862 462 10 808 851 654 96 357 755 297 777 937 84 379 693 558 678 476
1998 787 863 794 730 86 407 708 323
896 734 5 151 891 583 103 720 692 930
1999
Seasonally adjusted
1 8§11 206 838 22 911 185 927 192 981 21 178 171 803 167 778
1998 Q| ey 709 211 816 23 638 188 178 194 289 20 995 173 294 169 331
Q:Z% 519 069 4 462 214 607 24 683 189 924 195 186 21 052 174 134 170 557
84 519 379 5 986 216 393 25 125 191 268 195 481 21 154 174 327 170 810
217 893 523 217 370 25 204 192 166 196 189 21 183 175 006 171 256
1999 01 921 805 685 221 140 25 475 195 665 197 734 21 609 176 125 172 545
8:2% SoF 661 41 595 240 26 210 199 030 199 718 21 772 177 946 174 017
Q4 231 355 3 522 227 833 26 831 201 002 201 089 21 843 179 246 175 112
2000 Q| 230 970 1095 229 875 27 427 202 448 202 127 22 060 180 067 176 001
Q2 234 306 2 042 232 264 27 770 204 494 204 017 22 402 181 615 177 549
Percentage change, latest year on previous year
1998
1999
Percentage change, latest quarter on previous quarter
1998 Q1
Q2
Q3
Q4
1999 Q1
Q2
Q3
Q4
2000 Q| -0.2 0.9 2.2 0.7 0.5 1.0 0.5 0.5
Q2 1.4 1.0 1.3 1.0 0.9 1.6 0.9 0.9
Percentage change, latest quarter on corresponding quarter of previous year
1998 Q| 5.7 6.0 5.3 6.1 3.2 1.5 3.4 3.4
Q2 5.9 6.3 4.8 6.5 3.0 -0.5 3.4 3.4
Q3 6.6 5.9 8.8 5.5 2.4 -1.3 2.9 3.0
Q4 5.6 4.8 7.9 4.4 2.0 -0.5 2.3 2.6
1999 QI 3.5 4.1 10.0 3.4 1.7 0.0 1.9 2.1
Q2 3.9 4.4 7.8 4.0 1.8 2.9 1.6 1.9
Q3 3.0 5.0 6.2 4.8 2.3 3.4 2.2 2.0
Q4 5.5 5.3 6.8 5.1 2.9 3.3 2.8 2.5
2000 QI 6.0 5.8 8.8 5.4 3.0 4.1 2.9 2.8
Q2 6 5.0 9.0 4.5 3.2 3.7 3.1 2.9

1 Includes employment, entrepreneurial and property income

2 Taxes on products less subsidies on products.



Gross domestic product and Gross national income

pcontinued

1995=100
Value indices at current prices Volume indices at 1995 prices implied deflators 1
| Gross national Gross domestic  Gross value
Gross domestic Gross value Gross domestic Gross value disposable Gross domestic oroduct at added at
product at added at product at added at income at final market basic
market prices basic prices market prices basic prices market prices expenditure prices orices
YBEU YBEX YBE2 CGCE YBFP YBFV
1995 100.0 100.0 100.0 100,0 100.0 100.0 o cesy
L0906 105.9 106,1 102.6 102.5 103.4 102.9 103.3 103.4
1097 112.8 112.5 106.2 106.0 108.6 105.0 106.3 106.2
1998 119.3 118.9 109.0 109.1 112.2 107.2 00 5 108.9
1999 124.9 124.0 111.3 111.5 114.6 109.1 112.2 111.2
Seasonally adjusted
1998 Q1 117.0 117.0 108.1 108.1 110.3 106.5 108.2 108.2
o2 118.7 118.4 108.8 109.1 111.7 106.9 109.0 108.6
O3 120.2 119.5 109.4 109.6 114.1 107.5 109.9 109.1
04 121.2 120.4 109.5 109.7 112.9 108.0 110.7 109.7
1999 01 121.8 121.0 109.9 110.2 112.5 108.0 110.8 109.8
02 123,9 123.2 110.8 110.9 113.6 108.9 111.8 111.1
03 126.2 125.3 111.9 112.0 115.0 109.7 112.8 111.8
04 127.6 126.5 112.7 112.8 117.1 109.9 113.3 1121
2000 01 128.8 127.4 113.2 113.3 116.3 110.5 113.7 112.4
02 130.1 128.7 114.3 114.3 117.6 110.6 113.8 112,6
Percentage change, latest year on previous year
1998 5.7 5.6
1999 4.7 4.3
Percentage change, latest quarter on previous quarter
1998 Q1 1.2 1.5 0.7 0.9 0.8 0.3 0.4 0.6
Q2 1.4 1.2 0.7 0.9 1.2 0.3 0.7 03
Q3 1.3 0.9 0.5 0.5 2.2 0.6 0.9 04
Q4 0.8 0.7 0.2 0.1 -1.0 5 0.7 06
1999 Q1 0.5 0.5 0.4 0.4 -0.3 0.0 0.1 0.1
02 1.7 1.8 0.8 0.6 1.0 0.9 0.9 1.2
03 1.9 1.7 1.0 1.0 1.1 0.7 0.8 0.7
04 1.2 1.0 0.7 0.7 1.9 0.2 0.5 0.3
2000 01 0.9 0.7 0.5 0.5 -0.7 5 0.4 0.3
02 1.0 1.0 0.9 0.9 1.2 0.1 0.1 0.1

Percentage change, latest quarter on corresponding quarter of previous year

1998 O
02
03
04

1999 Q1
Q2
03
Q4

2000 Q1

Q2

1 Derived from expenditure components.



Final consumption expenditure

House-
holds

At current prices

1995
1996
1997
1998
1999

Unadjusted

1998 Q1
Q2
03
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

ABPB

438 453
467 841

498 307
530 851
564 369

124 171
129 487

136 429
140 764

132 785
138 512
143 213

149 859

139 509
145 142

Seasonally adjusted

1998 Q|
Q2
03
Q4

1999 Qi
Q2
Q3
Q4

2000 Q|
Q2

Percentage change, latest year on previous year

1998
1999

ABJQ
129 795
132 016
133 576
135 464

138 174
140 102
141 735
144 358

145 460
147 093

6.5
6.3

Non-
protil
Instit-
utions

ABNV
16481
18 385
19 602
20 972
22 537

5218
5 140
5270
5 344

5 179
5570
5 701
6 087

5478
5 920

HAYE
5218
5 140
5270
5 344

5179
5570
5 701
6 087

5 950
5907

7.0
7.5

General
government

NMRK
141 075
146 760
148 409

Domestic expenditure on goods and services at market prices

Gross capital formation

Gross fixed
capital
formation

NPQX
116 360

125 675
134 153
148 071

154 767
163 778

37 910
38 278
38 947
39 632

39 992
40 845
41 434
41 507

41 248
42 356

NMRP
37 891
38 445
39 057
39 374

40 294
40 858
41 164
41 462

41 533
42 538

4.3
5.6

158 372

37 245
35 404
36 643
38 779

39 664
37 709

39 373
41 626

41 256
39 492

NPQS
36 425
36 672
37 270
37 704

38 730

39 338
40010
40 294

40416
41 225

10.4
7.0

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
03
Q4

1999 Q1
Q2

Q3
04

2000 01
02

1998 01
02
03
04

1999 01
02
03
04

2000 01
02

1 Estirnates given to nearest million but cannot be regarded as accurate to
that degree

1.4
1.7
1.2
1.4

2.0
1.4
1.2
1.9

0.8
1-1

7.1
6.9
6.3
5.9

6.5
6.1

6.1
6.6

5.3
5.0

0.3
2.0

13.3
10.6
11.1

6.8

6.3
7.3
7.4
6.9

4.4
4.6

Change

in
inven”?
lories'*

ABMP
4 512
1771
4 388
4 461

-1 946

585
1707
959
1210

-1 777
-998
1 642
-813

2 157
-965

CAEX
840
883

1127
1611

-88

-1 635
"9 5
2172

912
338

AcquisF
lions less
disposals

of
valuables

NPJO
-92
-185
39
487
346

S/
-32

NPJQ
177
-49
291

68

65
162
-59
178

384
-126

2 Non-profit institutions serving households

Total

YBIJ
/716 789
760 247
804 898
859 609
907 456

205 295
210 077
218 372
225 865

215 908
221 800
231 304
238 444

229 705
231 913

YBIL
210 346
213 107
216 591
219 565

222 354
224 395
228 056

232 651

234 355
236 975

HOTU1I01 OO~N~~
QOQLWW~N OO MN

o1 o
(@) SN

Gross domestic product: by category of expenditure'

Total
exports

KTMW
202 412
220 303
229 326
225 474
229 649

55 212
56 408
57 103
56 751

53 607
55 785
60 189
60 068

59 432
61 448

IKBH
56 310
57 088
56 569
55 507

54 874
56 425
59 665
58 685

60 270
61 896

-1.7
1.9

Gross
final
expend-
iture

ABMD
919 201
980 550

1034 224
1085 083
1137 105

260 507
266 485
275475
282 616

269 515
277 585
291 493
298 512

289 137
293 361

ABMF
266 656
270 195
273 160
275 072

277 228
280 820
287 721
291 336

294 625
298 871

w U1 g
kR K~

NSRS
O w oo

less Total
Imports

KTMX
205 221

224 492

228 822
233 429
244 878

56 108
59 076
59 817
58 428

57 896
59 250
64 649
63 083

62 787
66 385

IKBI
57 818
58 379
58 553
58 679

59 728
59 516
62 300
63 334

64 626
66 500

2.0
4.9

3 Quarterly alignment adjustment included in this series

Statis-
tical
discre-
pancy
(expen-
diture)

GIXM

644

-130
-164

-181
-169

-124
-107

ht

£ million

Gross

domestic
product at

market
prices

YBHA
713 980
756 058
805 402
851 654
891 583

208 838
211 816
214 607
216 393

217 370
221 140
225 240
227 833

229 875
232 264

1.2
1.4
1.3
0.8

0.5
1.7
1.9
1.2

0.9
1.0



/ \Z Gross domostic product; by cstogory of ©xpondituro

conlinued

Revalued at 1995 prices

1995
1996
1997
1998
1999

Unadjusted

1998 01
02
03
04

1999 01
02
03
04

2000 O/
02

Final consumption expenditure

House*
holds

ABPF
438 453
454 686
472 701
491 378
512 864

116 399
119 766
126 036
129 177

121 501
125 545
130 024
135 794

125 968
129 625

Seasonally adjusted

1998 Q1
92
03
Q4

1999 Q1
Q2

Q3
04

2000 Q1
Q2

Percentage change, latest year on previous year

1998
1999

ABJR
121 418
122 528
123 242
124 190

126 279
127 569
128 544
130472

131 306
132 313

4.0
4.4

Non-
profit
Instit-

utions N

ABNU
16 481
16 691
17 055
18 112
18 552

4 427
4 500
4 574
4 611

4 625
4 605
4 648
4 674

4 761
4 785

HAYO
4 427
4 500
4 574
4611

4 625
4 605
4 648
4 674

4 761
4 785

6.2
2.4

General
government

NMRU
141 075
143 501
141 495
143 053
147 837

34 989
35 801

36 032
36 231

36 448
37 106
37 113
37 170

36 214
37 617

NMRY
35 237
35 745
35 949
36 122

36 955
36 909
36 925
37 048

36 774
37 546

Domestic expenditure on goods and services at market prices

Gross capital formation

Gross fixed
capital
formation

NPQR
116 360
122 042
131 246
144 437
153 272

36 282
34 489
35 812
37 854

38 672
36 751
37 716

40 133

39 206
37 236

NPQT
35 362
35 684
36 526
36 865

37 769
38 209
38 427
38 867

38 561
38 922

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

OO0
O OB

Changes

in
inven-
tories®

ABMQ
4512
1830
3 762
4 229

-1 386

480
1716
1021
1012

-1 613
-850
1780
-703

2 090
-457

CAFU
919
1014
878
1418

233

-1 462
-574
417

582
819

Acquisi-
tions less
disposals

of
valuables

NPJP
-92
-186
14
457
323

159

59
116
123

61
150
-50
162

57
127

NPJR
166
-43
267
67

61
150
-50
162

80
-112

Percentage change, latest quarter on corresponding quarter of previous year

1998 Q1

Q2
03
04

1999 Q1

Q2
03
04

2000 01
02

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

that degree
2 Non-profit institutions serving households

Total

YBIK
716 789
/38 564
/66 273
801 666
831 462

192 736
196 331
203 591
209 008

199 694
203 307
211 231
217 230

208 296
208 933

YBIM
197 529
199 428
201 436
203 273

205 922
205 980
207 920
211 640

212 064
214 273

1.2
1.0
1.0
0.9

1.3
0.0
0.9

1.8

Total
exports

KTMZ

202 412
217 600

236 283
242 498
250 429

59 100
60 386
60 999
62 013

58 852
60 919
64 951
65 707

64 781
65 981

IKBK
60 101
61 039
61 013
60 345

59 891
61 525
64 952
64 061

65 561
66 885

Gross final
expend-
iture

ABME
919 201
956 164

1 002 556
1044 164
1081 891

251 836
256 717
264 590
271 021

258 546
264 226
276 182
282 937

273 077
274 914

ABMG
257 630
260 467
262 449
263 618

265 813
267 505

272 872
275 701

277 625
281 158

less
Total
Imports

KTNB

205 221
223 9601
244 635
266 227
286 587

62 931
66 763
68 630

68 003

89 aB/
69 236
99/ 0819
74 640

73 498
76 922

IKBL
64 649
66 178
67 263
68 137

69 507
69 624
72 994
74 462

75 389
77047

o ©®o
~N W o

© 01N
W TN o

o ®©
~ U1

3 Quarterly alignment adjustment included In this series

Stalls-
lical
discre-
pancy
{expen-
diture)

GIXS

574

-117
-147
-160
-150

-109
-94

Gross
domestic
product at
market
prices

ABMI
713 980
732 203
757 921
777 937
794 730

192 981
194 289
195 186
195 481

196 189
197 734
199 718
201 089

202 127
204 017

cCooo
N O



Gross domestic product: by category of income”

Compen-
sation of
employees

At current prices

1995
1996
1997
1998
1999

Unadjusted

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

HAEA
385 397
404 521
432 388
463 044
491 873

114 474

114 338
115 718

118514

121 671
120 939
122 641

126 622

129 074
126 863

Seasonally adjusted

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

Percentage change, latest year on previous year

1998
1999

DTWM
113 069
114 961
116 672
118 342

120 343
121 766
123 706
126 058

127 418
127 582

Gross operating surplus o( corporations

Public

NRJT
5 367
5 114
4 205
4 054
3 738

873
1 060
1029
1092

944
1017
978
799

934
1 026

CAEQ
1 062
1 006

976
1010

1094
991
935
718

1072
1014

Non-financial corporations

Financial

Private”™ corporations

MRIWEA

143 086
158 805
189 778
174 421
174 400

42 599
42 723
43 282
45 817

39 890
40 491
44 312
49 707

44 462
45 029

CAER
43 594
43 650
43 993
43 184

42 141
43 268
44 337
44 654

45 560
47 063

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
03
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

2.0
1.7
1.5
1.4

1.7
1.2
1.6
1.9

1.1
0.1

1
w ® TP
o1 ©O W~

NQNV
20 077
18 970
18 151
19 126
18 171

7 037
S5 626
5 100
1363

734
653
966
810

NHCZ
6 052
6 271
4 461
2 342

3875
3 208
5 552
5 536

3 915
5 117

13.0
3.6
-28.9
-47.5

65.5
-17.2
73.1
-0.3

-29.3
30.7

Total

CGBY
168 530
182 889
192 134
197 601
196 309

50 509
49 409
49411
48 272

45 568
44 161
51 256
55 324

50 113
50 127

CGBZ
50 700
50 927
49 430
46 536

47 110
47 467
50 824
50 908

50 555
53 194

1.5
0.4
-2.9
-5.9

Percentage change, latest quarter on corresponding quarter of previous year

1998 QI
Q2
03
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

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

7.2
7.3
7.1
6.8

that degree
2 Quarterly alignment adjustment included in this series.

Crnow
OO wo

17.3
57.6
22.1

-56.3

m36.0
m48.6
24.5

DhoR
O w~N ©

Other income'

CGBW
66 394
70 231
73 557
77 124
80 604

16 694
19 105
19 534

21 791

19 002
22 023
20 041
10 730

19 154
20 588

CGBX
17 728
17 954
19 466
21 976

19 953
21 658
19 735
19 258

19 953
19 004

3.0
-6.0
1.1
22.0

0.0
12.3

Gross value
added at

factor cost

CGCA
620 321
657 641
698 079
/37 769
/760 786

101 677

182 852
184 663

188 577

186 241
107 923
193 938
200 684

198 341
197 578

CGCB
181 505
183 842
185 568
186 854

187 406
190 891
194 265
196 224

197 926
199 780

1.5
1.3
0.9
0.7

0.3
1.9
1.8
1.0

» oo
GIENEG I

Taxes on
production

less

subsidies

GCSC
93 659
98417

107 323
113 805
121 832

26 461
28 296
29 263
29 865

29 023
29 767
30 713
32 329

31 116
32 581

CMVL
27 333
27 974
29 039
29 539

29 747
30 000
30 714
31 371

31 856
32 421

>~ oo
~N O N O

Statistical

discrepancy
(income)

GIXQ

965

£ rmillion

Gross

domestic
product at
market pric”

YBHA
713 980
/56 058
805 402
851 654
891 583

208 838
211 816
214 607
216 393

217 370
221 140
225 240
227 833

229 875
232 264

1.2
1.4
1.3
0.8

0.5
1.7
1.9
1.2

0.9
1.0

6.0
6.3
5.9
4.8

3 Includes mixed income and the operating surplus of rrotvcorporate sector less
the adjustment for financial intermediation services indirectly measured (FISiM)



1995 = 100
Production
Service industries
o Distri-
Mining & Manu- Elec- bution
lorestr ’ 2 gas (Z ?e. dgas an and storage services ment and added
L Y J e.|n|- water Construc-  catering; and comm- and other at basic
and fishing  extraction tion) supply Total tion repairs unication finance services Total prices
1995
Weights® 18 25 216 25 266 52 146 82 211 225 664 1000
GDQA CKYX CKYY CKYZ CKYW GDQB GOQE
GDQH GDQON
1995 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 10% 0 G][_)O%L(J) Gl%(g% C]%((;%
1996 102.0 103.3 100.4 1053 1011 101.5 103.2 104.2 104.4 1020  103.3 102.5
1997 103.5 102.1 101.7 105.7 1021 104.7 106.5 113.4 11,2 1035  107.8 106.0
1998 101.8 104.4 102.2 107.6 102.9 106.1 109.2 121.5 117.9 105.6 112.3 109.1
1999 103.1 108.0 1022 1093  103.4 106.4 111.3 130.8 122.3 1065 1156 1115
Seasonally adjusted
1998 Q1 101.5 101.0 102.3 103.7 102.3 109.0 108.8 118.4 115.3 104.9 110.7 108.1
02 102.2 105.0 102.7 107.7  103.4 105.3 108,9 120,0 118.0 1055  112.0 109.1
03 101.8 105,4 102.4 109.3  103.3 105.0 109.5 122.7 119.0 105.9  112.9 109.6
Q4 101.7 106.0 101.4 109.5 102.6 105.1 109.6 124.8 119.4 106.1 113:4 109.7
1999 Q1 104.3 105.8 101.1 106.6 102.0 105.5 110.6 126.7 120.2 106.3 114.2 110.2
02 102.8 108,3 101.4 109.1  102.8 106.1 110.3 129.6 121.8 1062  115.0 110.9
03 102,6 110.2 102.9 110,9  104.3 106.6 111.8 132.1 123.0 106.4  116.0 112.0
Q4 102.8 107.9 103,3 110.7 104.4 107.3 112.3 135.0 124.3 107.0 117.2 112:8
2000 82 1813 11{)16.;33 iggg %823 103.6 110.6 112.8 136.8 125.4 107.4 117.9 113.3
. : . : 105.1 108.7 113.8 138.4 127.0 107.7 119.0 114.3
Percentage change, latest year on previous year
1998 -1.6 2.2 0.5
1999 1.3 3.5 0.0
Percentage change, latest quarter on previous quarter
1998 Q1 -1.8 0.7 0.6 -1.8 0.3 2.5 1.0 0.8 1.5 0.6 1.0 0.9
Q2 0.7 3.9 0.3 3.9 1.0 -3.4 0.1 1.3 2.4 0.6 1.2 0,9
Q3 -0.4 0.4 -0.3 1.5 -0.1 -0.2 0.5 2.3 0.8 0.3 0.8 0.5
Q4 -0.1 0.6 -1.0 0.2 -0.7 0.1 0.1 1.7 0.4 0.2 0.5 0.1
1999 Q1 2.6 -0.3 -0.3 -2.6 -0.5 0.4 1.0 1.5 0.6 0.2 0.7 0.4
Q2 -1.5 2.4 0.3 2.3 0.7 0.6 -0.2 2.3 1.3 -0.1 0.7 0.6
Q3 -0.2 1.7 1.5 1.7 1.5 0.5 1.3 1.9 1.0 0.1 0.9 1.0
Q4 0.2 2.1 0.4 -0.2 0.1 0.7 0.5 2.2 1.1 0.6 1.0 0.7
2000 Q1 -1.2 -1.2 -0.5 -2.3 -0.8 3.1 0.4 1.3 0.8 0.4 0.7 0.5
Q2 0.3 4.9 0.4 6.0 1.4 -1.7 0.9 1.2 1.3 0.3 0.9 0.9

Percentage change, latest quarter on corresponding quarter of previous year

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

Gross value added at constant 1995 basic prices, by category of output' 2

1 Estimates cannot 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.



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

Gross
1995 = 100
continued
Service industries
Public
Real administr-
estate, ation,
renting national justment
Wholesale Post and Financial and Ownershlp} defenc_e.l Health ar_1c: oth . f_o:
“Ira t! Tnd ,elecon,ma- inlermedi- busine O Socia =0cla el 'nancia Total
.. m atioln a%?ilvitise'ss dwellings security Education work services 1 services services
repairs ts storage nication
1995 67 111 72 61 56 65 43 m40 664
Weights 117 29 54 29
GDQI GDQK GDQL  GDQO GDQP GOQQ GDQR GCXJJ GDQS
GDOC GOOD 61%8'; Gfo%% 100(_30 10%,0 100.0 100.0 100.0 100.0 100.0 100.0  100.0
1995 100,0 100.0 1007 110.8 104 3 106.8 101.4 98.5 101.6 104.4 103.7 1055  103.3
1996 103.4 102.4 106.5 126.2 109.9 117.6 103.5 96.7 103.0 108.3 106.7 112.8 107.8
1997 iggf 182? 113.9 135-5 113.0 120.5 107.1 96.4 103.3 111.8 112.4 119.5 112.3
1998 : - ' ' . 103.0 114.5 112.7 _ _
1999 112.2 107.5 117.2 156.1 112.5 135.7 110.3 96.2 121.3 115.6
Seasonally adjusted
131.2 113.0 123.6 105.6 96.5 103.2 110.3 111.1 117.0 110.7
1990 01 109.9 Toe ) 1a 139 7 1132 120.2 106.9 96.5 103.3 111.7 112.1 1182 112.0
8:23 icl)g.g 105.1 o1 136 8 114 9 130.5 107,4 96.4 103.3 112.4 112.9 122.3 1129
o4 110:2 107.0 116.0 141,1 111.5 131.7 108.6 96.2 103.4 112.9 113.5 120.5 113.4
112.4 132.0 109.6 96.2 103.6 113.6 113.4 120.8 114.2
1999 01 111.2 108.2 115.6 147.2
02 111.5 105.8 116.3 154.1 113.2 134.4 110.3 gg.g 182-2 ﬁi-g ﬁig igﬂ ﬁg-g
03 112.7 108,1 118.1 158.0 111.9 137.1 110.6 : : : . : .
04 113.4 108.0 118.7 165.3 112.6 139.5 110.6 96.4 104.1 115.8 112.9 121.7 117.2
103.9 116.3 114.7 123.7 117.9
114.0 107.9 119.1 169.5 113.2 141.7 110.6 96.3
2000 8% e 110.4 119 9 172 7 113.0 145.3 110.6 96.3 104.1 116.9 115.0 124.6  119.0
Percentage change, latest year on previous year
1998 2.6 2.0 7.0 7.4 2.8 9.3 3.6 -0.3 0.3 3.2 5.3 5.9 4.1
1999 1.9 1.8 2.9 15.3 -0.4 5.6 2.9 -0.2 0.5 2.4 0.3 1.5 3.0
ntage change, latest quarter on previous quarter
Q1 1.2 0.1 0.8 0.8 0.3 2.0 1.2 0.4 -0.1 0.5 1.8 0.4 1.0
Q2 0.0 0.4 1.4 1.1 0.2 3.7 1.2 0.0 0.1 1.3 0.9 1.0 1.2
Q3 0.4 0.9 1.7 3.2 0.9 1.8 0.5 -0.2 0.0 0.7 0.7 3.4 0.8
Q4 -0.1 0.9 0.8 3.1 -2.4 0.9 1.1 -0.2 0.1 0.4 0.5 -1.5 0.5
Q1 0.9 1.1 -0.3 4.3 0.8 3 0.9 0.0 0.2 0.6 -0.1 0.2 0.7
Q2 0.2 -2.2 0.6 4.7 0.8 1.8 0.7 0.1 0.0 0.2 -0.8 0.7 0.7
Q3 1.1 2.2 1.5 2.5 -1.2 2.0 0.2 -0.2 0.1 0.9 -0.5 -0.5 0.9
Q4 0.6 -0.1 0.5 4.6 0.6 1.7 0.0 0.3 0.3 0.9 0.9 0.5 1.0
Ql 0.6 -0.1 0.4 2.5 0.6 1.6 0.1 0.0 -0.2 4 1.6 1.6 0.7
Q2 0.5 2 3 0.6 1.9 -0.2 2.5 -0.1 0.0 0.2 0.5 0.3 0.7 0.9
Percentage change, latest quarter on corresponding quarter of the previous year
1998 01 9.0 2.8 -0.7 0.8 3.1 5.5 7.7 4.5
02 10.1 3.7 -0.4 0.4 3.7 6.6 4.5 4.5
03 9.4 3.6 -0.3 0.0 3.3 5.3 8.3 4.0
04 8.7 4.0 0.0 0.2 2.9 4.0 3.4 3.5
1999 01 6.8 3.8 -0.3 0.4 3.0 2.0 3.2 3.1
02 4.8 3.2 -0.3 0.3 1.9 0.3 2.9 2.6
03 5.0 3.0 -0.3 0.5 2.1 -0.9 -1.0 2.8
04 5.9 1.8 0.2 0.7 2.6 -0.6 1.0 3.3
2000 01 7.3 0.9 0.1 0.2 2.4 1.1 2.4 3.3
02 8.1 0.2 0.0 0.4 2.7 2.2 2.4 3.5

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



1995
1996
1997
1998
1999

Seasonally adjusted

1998 Q1
Q2
i Q3

1999 Q1
Q2
03
Q4

2000 Q1
Q2

value added at basic prices: individual measures

Expenditure-

based
estimate
at 1995
prices

CAGR
635 498
651 665
673 370
693 558
/708 897

171 803
173 294
174 134
174 327

175 123
176 272
178 106
179 396

180 176
181 709

£ million

At current prices

Expenditure-

based
estimate

CAGQ
635 498
674 029
715 127
755 297
788 507

105 927
188 170
109 924
191 260

192 296
195 829
199 211
201 171

202 572
204 601

Income-
based
estimate

GAGS
635 498
674 029
715 127
755 297
/786 098

105 927
100 170
189 924
191 260

191 949
195416
198 769
200 764

202 355
204 431

Percentage change, latest year on previous year

1998
1999

3.0
2.2

5.6
4.4

5.6
4.2

Percentage change, latest quarter on previous quarter

1998 Q1
Q2

Q3
04

1999 Q1

02
03
04

2000 01

Percentage change, latest quarter on corresponding quarter of previous year

1998 01

1 m 02

03
04

1999 01

02
03

04

2000 01
02

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

IS also the sum of two components:

data.

0.9
0.9
0.5
0.1

0.5
0.7
1.0
0.7

0.4
0.9

3.4
3.4
2.9
2.3

1.9
1.7
2.3
2.9

2.9
3.1

1.5
1.2
0.9
0.7

0.5
1.8
1.7
1.0

0.7
1.0

6.1
6.5
5.5
4.4

3.4
4.1
4.9
5.2

5.3
4.5

1.5
1.2
0.9
0.7

0.4
1.8
1.7
1.0

0.8
1.0

6.1
6.5
5.5
4.4

3.2
3.8
4.7
5.0

5.4
4.6

Residuai

error’

DJDS

1609

347
413
442
407

217
170

Expenditure-

based
estimate

IHY A
100.0
106.1
112.5
118.9
124,1

117.0
118,4
119.5
120,4

121.0
123.3
125,4
126.6

127.5
128,8

5.6
4.4

1.5
1.2
0.9
0.7

0.5
1.8
1.7

1.0

0.7
1.0

6.1
6.5
5.5
4.4

3.4
4.1
4.9
5.2

5.3
4.5

Value indices at current prices

Income-

based
estimate

IHYB
100.0
106,1
112.5
110,9
123,8

117.0
118.4
119.5
120.4

120.8
123.0
125.1
126.4

127.4
128.7

Index numbers (1995 = 100)

Volume indices al 1995 prices

Expenditure-

based
estimate

IHYC
100,0
102.5
106.0
109.1
111.5

108.1
109.1
109.6
109.7

110.2
111.0
112.1
112.9

113.4
114.4

Income-
based

estimate”

IHYD
100,0
102.5
106.0
109.1
111.3

108.1
109.1
109.6
109.7

110.0
110.7
111.9
112.7

113.3
114.3

Outpuf*
based
estimate

YBFR
100.0
102.6
106.1
109.3
111.6

108.2
109.2
109.7
109.9

110.3
111.0
112.2
113.0

113.5
114.4



revisions analysis
Revisions since last published data

£ million
19008 1999 1990 1998 1998 1998 1999 1999 1999 1999 2000
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql
National accounts aggregates
YBHA 477 64 83 125 205 -86
** N Gross™doN product at market prices NTAP — — _ _ 59
less Basic price adjustment ABML 477 64 383 125 205 -145
Gross value added at basic prices
At 1995 prices Co 364 /8 90 97 99
Grosspdomestic product at market prices Q_IIB_IIXI\(I) _ _ 1%
less Basic price adjustment ABMM 364 78 90 97 99 03
Gross value added at basic prices
rereJp TnsSret a, marKe, pdces ABJO 31
Non-profit making institutions serving households :ﬁ;g 657 200 150 107 200 _2275::33
Genera! government | NPQS _ _ _ A77
Gross fixed capital formation CAEX -108 31 67 79 _144
Changes in inventories _ _ _ _
Acquisitions less disposals of valuables NPJQ 1
YBIL 657 o2 119 174 272 299
Toltal IRBH “« 3
Total exports _ N
Statisticgl discrepancy (expenditure) GIXM -180 2? -36 9 =l A
IKBI 298
Total Imports
Expenditure components at constant 1995 prices
Domestic expenditure on goods and services at market prices
Households ABJK -3
Non-profit making institutions serving households HAYO ) ) ) ! 34
NKRY 524 200 150 80 A 60
General government
Gross fixed capital formation MPQT ] _ ] ! 135
Changes in inventories CAFU -97 -27 60 64 -127
Acquisitions less disposals of valuables \I\(I:;]Jﬁ 52‘4 103 193 140 158 1::LL§
Total
Total exports IKBK ) ) ) ) -24
Statistical discrepancy (expenditure) GIXS -160 -25 -33 -43 -99 67
Total imports IRBL -112
Income components as current prices
Compensation of employeees DM 500 - - - 4r 249 204 -353
Gross operating surplus of corporations CGBZ - 12 52 -115 -9 1069
Other income CGBX 200 50 50 50 50 -669
Gross value added at factor cost CGCB 700 122 149 184 245 -153
Taxes on products & production less Subsidies CMWL - - : ) 60
Statistical discrepancy (income) GIXQ -223 -58 -66 -59 -40 7
Output components index at constant 1995 basic prices
Agriculture, forestry and fishing GDQA
Mining and quarrying including oil and gas extraction CKYX 0.6
Manufacturing CXYY -
Electricity, gas and water supply CKYZ 0.5
Construction GDOB 0.1
Distribution hotels and catering: repairs GDOB -0.6
Transport, storage and communications GDQH 0.2
Business services and finance GDQN 0.6
Government and other services GDQU ] : -0.2
Gross value added at basic prices CGCB 0.1 _ 0.1 0.1 01

50






1999 Q1
Q2
03
Q4

2000 Q1
Q2

Seasonally adjusted

1998 Q1
Q2
Q3
Q4

1999 Q1
02
Q3
Q4

~nnrj
02

Household final consumption expenditure

13 765
11 812
15 248
12414

14 247
13 220
14 441
12 959

14 793
13 323

AEIU
13 508
13 237
13 167
13 327

13 509
13 641
13772
13 945

14 121
14 023

7713
6 883

CCEH
7318
6 943
6 781
6914

6 909
6 920
6 864
6 956

6 941
6 890

ABZB
18 747
20 212
23 194

25 283
27 218

6 061
5 698
5973
7/ 551

6 486
6 081
6 465
8 186

7 080
6 440

ABZC
6 190
6 294
6 386
6413

6 600
6 721
6 906
6 989

7 180
7/ 133

ABZR
194 142
207 611
215675
223 634
234 731

51 421
54 415
53 857
63 941

53 833
57 139
56 597
67 162

55 886
59 060

ABZS
55 035
55 925
56 186
56 488

57 556
58617
59 078
59 480

59 920
60 551

Non-durable goods

Food

CCDW
49 274
52 513
53 188
53 789
54 862

12 862
13 628
13 437

13 862

13 161
14 178
13 743
13 780

13 352
14 411

CCEK
13 283
13 439

13 523
13 544

13 568
13 945

13 832
13 517

13 805
14 124

Percentage change, latest year on previous year

1998
1999

6.6
3.1

4.6
-1.1

9.0
7.7

3.7
5.0

1.1
2.0

Alcohol
&
tobacco

CDFH
37 456
39618
40 858

41 938
44611

9 269
10516
10 370
11 783

9626
11 071
11 093
12 821

9 927
11 379

CEGA
10 435
10 494
10 488
10 521

10 892
11 066
11 244
11 409

11 233
11 367

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

1.0
-2.0
-0.5

1.2

1.4
1.0
1.0
1.3

1.3
-0.7

2.4
1.7
1.5

0.4

1.8

0.6
-0.1

0.3

3.5
1.6
1.6
1.5

-1.5
1.2

Cloth-
Ing &
foot-
wear

CODE
28 347
29 564
31 115
32 376
33 530

6 544
7/ 512
7 761
10 559

6 852
7 806
7975
10 897

7 099
7 981

CCRH
7978
8 058
8 182
8 158

8 323
8 373
8 404
8 430

8615
8 573

Energy
pro-
ducts

CCEC
27 118
28 822
28 593
27 998
28 861

7745
6 507
6 095
7 651

7 901
6 583
6 276
8 101

8412
6 996

CCEQ
6 939
7 192
6 935
6 932

7 004
[ 232
7 165
7 460

7 600
7 647

Other
goods

ABZN

51 947
57 094
61 921
67 533
/2 867

15 001
16 252
16 194
20 086

16 293
17 501
17 510
21 563

17 096
18 293

ABZO
16 400
16 742
17 058
17 333

17 769
18 001
18 433
18 664

18 667
18 840

Total

ABJV
204 815
216 551
232 707

253 978
274 771

58 985
63 260
67 324
64 409

64 705
68 153
72 175
69 738

68 830
72 759

ABJW
61 252
62 854
64 223
65 649

67 109
67 844
68 885
/70 933

71 419
72 519

@ ©
N

NN DNDN
NN OW

Rent,
water &
sewe-
rage
charges

ABRG
59 798
62 197
66 421
70 792
77 916

17 008
17 587
17 889
18 308

18 889
19 260
19 727
20 040

20 444
20 835

ABRH
17 144
17 445
17 820
18 383

18 909
19 187
19 698
20 122

20 544
20 693

Services
Trans-
port &

Cate- communi-
ring cation
CDEY ABOZ
37 727 41 360
40 786 43 211
42 652 46 247
46 277 50 246
48 708 54 390
10 020 11 259
11 418 12 397
13 057 13 836
11 782 12 754
10 953 12 220
12 014 13 443
13430 14 886
12 311 13 841
11 545 12 856
12 572 13 897
CCSY ABJY
11 036 12 174
11 380 12 469
11 838 12 681
12 023 12 922
11 998 13 224
12019 13514
12 205 13 658
12 486 13994
12 586 13 882
12 674 13 993

8.5 8.6

5.3 8.2

2.1 2.6

3.1 2.4

4.0 1.7

1.6 1.9

-0.2 2.3
0.2 2.2
1.5 1.1
2.3 2.5
0.8 -0.8
0.7 0.8

Finarv
cial
services

CEGK
16 784
18 958
21 461
23 847
25 917

5748
6 179
6 031
5 889

6 394
6513
6 364
6 646

6 761
7 334

CEGL
S5 724
6 112
6 047
5 964

6 351
6 434
6 397
6 735

6 700
7 243

Other
serv-
ices

ABOY
49 146
51 399
55 926
62 816
67 840

14 950
15 679
16511
15676

16 249
16 923
17 768
16 900

17 224
18 121

ABKQ
15174
15448
15 837
16 357

16 627
16 690
16 927
17 596

17 707
17916

5.9

1.8
2.5
3.3

1.7
0.4

1.4
4.0

£ million

House-

hold
experv

dilure

ABPB
438 453
467 841
498 307
530 851
564 369

124 171
129 487
136 429
140 764

132 785
138 512
143 213
149 859

139 509
145 142

ABJQ
129 795
132 016
133 576
135 464

138174
140 102
141 735
144 358

145 460
147 093

6.5
6.3

1.4
1.7

1.2
1.4

2.0
1.4
12
1.9

0.8
1.1



continued

Household final consumption expenditure

Durable goods

Total

Vehi-
cles

Revalued at 1995 prices

1995
1996
1997
1998
1999

Unadjusted

1998 Q1
Q2

Q3
04

1999 Q1
Q2

Q3
04

2000 Q1
Q2

AEIV
39 496
42 701
47 953
51 797
55 316

13 270
11 395
14 699
12 425

14 205
13 117
14 486
13 500

15 126
13 447

cCBJ
20 749
22 673
24 680
25 595
25 541

7 076
5 594
8 488
4 437

7 233
6 607
7 364
4 337

7 047
6 171

Seasonally adjusted

1998 Q1
Q2
Q3
Q4

. 199901

Q2
Q3
04

2000 Q1
02

AEIW
13 005
12 824
12 068
13 100

13 493
13 726
13 934
14 163

14 484
14 469

CCBX
6 706
6 349
6 230
6 310

6 437
6 426
6 313
6 365

6 338
6 269

Other
dura-
bles

ABZD
10 747
20 028
23 273
26 202
29 775

6 202
5 001
6 211
7 988

6 972
6 510
7 122
9 171

8 079
7276

ABZE
6 299
6 475
6 638
6 790

7 056
7 300
7 621
7 798

8 146
8 200

Total

ABZT
194 142
202 340
206 907
211 163
219210

49 220
51 299
50 741
59 903

50 636
53 070
52 749
62 755

52 409
54 720

ABZU
52 369
52 949
52 896
52 949

53 809

54 742
55 103

55 556

55 893
56 496

Alcohol
&

Food tobacco

CCBM
49 274
50 931
51 706
51 627
52 277

12447
13 173
12 093
13 114

12 338
13 484
13 261
13 194

12 769
13 923

CCCA
12 919
12 973
12 911
12 024

12 767
13 256
13 270
12 984

13 256
13 627

Percentage change, latest year on previous year

1998
1999

8.0
6.8

3.7
-0.2

12.

6
13.6

2.0
3.8

-0.3

1.3

FCCA
37 456
30 007
37 533
36 467
36 700

8 205
9 199
8 990
10 073

8 058
9 128
9 073
10 529

8 074
9 080

FCCD
9 247
9 191
9 067
8 962

9 139
9 139
9 184
9 326

9 146
9 109

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
03
Q4

1999Q1
Q2
03
Q4

2000 Q1
Q2

Percentage

1998 Q1
Q2
Q3
Q4

1999 Q1

Q2
Q3
04

2000 Q1
Q2

1.3
-1.4

0.3

1.8

-0.2
-5.3

NN DN W
W o100 O

NEFRER
w01

o »
~ O

change, latest quarter on

120
12.7
14.8
14.8

15.4
12.3

0.3
1.1
-0.1
0.1

0.6
1.1

-1.6

0.4
-0.5
-0.7

2.
2

1
.8

Non-durable goods

Cloth-
iIng &
loot-
wear

FCCB
28 347
29 773
31 076
32 544
34 662

6 703
7 445
7 935
10461

7 164
7 967
8 359
11 172

7/ 652
8 357

FCCE
7 982
8 051
8 250
8 261

8 499
8 627

8 702
8 834

9 071
9 063

Energy
pro-
ducts

CCBS
27 118
28 210
27 427
27 106
26 902

7 682
6 189
5 743
7 492

7 850
6 081
5 599
7 444

7740
6 021

CCCG
6 735
6 976
6 689
6 706

6 803
6 829
6 601
6 749

6 732
6 709

corresponding quarter of previous year

Other
goods

ABZP
51 947
55419
59 165
63419
68 501

14 103
15 293
15 180
18 763

15218
16410
16 457
20 416

16 174
17 339

ABZQ
15 486
15 750
15 979

16 196

16 601
16 891
17 346
17 663

17 688
17 900

Total

ABPE
204 015
209 645
217 761
228 418
238 330

53 901
57 072
60 596
56 849

56 660
59 358
62 789
59 531

58 433
61 458

ABJX
56 044
56 755
57 478
50 141

50 977
59 101
59 507
60 753

60 929
61 348

4.9
4.3

Rent,
water &

sewe-
rage

charges

ABRI
59 790
60 344
60 934
61 555
62 633

15 332
15 364
15403
15 456

15 523
15610
15 703
15 797

15 920
16 053

ABRJ
15 332
15 364
15403
15 456

15 523
15 610
15 703
15 797

15 920
16 053

1.0
1.8

Services

Trans-
port &
Cate- communi-
ring cation
CCHS ABPD
37 727 41 360
39 704 42 188
40 399 43 307
42 609 45 865
43 466 49 803
9 336 10417
10 582 11 351
12 003 12 375
10 688 11 722
9 882 11 298
10 766 12 383
11 977 13 359
10 841 12 763
10 084 12 022
10 944 12 838
CCuu ABJZ
10 285 11 150
10 541 11 360
10 055 11 542
10 928 11 813
10 037 12 081
10 764 12 385
10 847 12 504
11 018 12 833
11 008 12 805
11 027 12 865
5.5 5.7
2.0 8.6

1.1 1.8

2.5 1.9
3.0 1.6
0.7 2.3
-0.8 2.3
-0.7 2.5
0.8 1.0
1.6 2.6
-0.1 -0.2
0.2 0.5

Finan-
cial

services

CEGM
16 704
18 034
19516
20 191
21 362

4 931
5 169
5 151
4 940

5424
5 306
5260
5372

5617
5748

CEGN
4915
5 150
5 156
4 970

5406
5 265
5275
5416

5 616
5 715

01w
o o1

Other
serv-
ices

ABPC
49 146
49 375
53 525
58 198
61 074

13 885
14 606
15 664
14 043

14 533
15 293
16 490
14 750

14 790
15875

ABKR
14 362
14 340
14 522
14 974

15 130
15077
15 178
15 689

15 580
15 688

8.7
4.9

£ million

House-
hold
expend-
iture

ABPF
430 453
454 686
472 701
491 378
512 864

116 399
119 766
126 036
129 177

121 501
125 545
130 024
135 794

125 968
129 625

ABJR
121 418
122 528
123 242
124 190

126 279
127 569
126 544
130472

131 306
132 313

4.0



Gross fixed capital formation by sector and type of

£ million
Analysis by sector Analysis by asset
Public corporations' Private sector
Transler Transfer Other
costs ol costs on Other buildings Intang-
i i hinery and ibie
: non-prod- non-prod mac
Bu_slness General NHS puced uced Transport and structur-  fixed
|rr1nveerit- gO\r/r?erg'; rUsts assets Dwellings assets Total equipment equipment Dwellings es assets Total
At current prices
DL X DFDF EQBY NPQX DLW 2 DLXI DFDK EQEC DLXP NPQX
NPEM  NNBF Dl%% 12?5 10 784 5222 116 360 11 055 44 464 21 588 35314 3939 116 360
1995 76 437 14005 |51 133 20 467 7 065 125 675 12 163 49216 22766 37394 4 136 125675
1996 85 143 11 316 1 357 314 22018 7 599 134 153 13 186 52 206 23927 40585 4249 134 153
1997 93 023 9 872 | 67 15 24 001 7 821 148 071 15928 57 987 25 831 43 778 4 547 148 071
1998 ﬂg Sgg 18 ﬂsg L 449 164 25 996 9 612 158 372 17 297 59 564 27 599 49 442 4470 158 372
1999
Unadjusted
4027 5 401 37 245 4 086 14 456 6 088 11 551 1064 37 245
1998 Q1 25 556 | 347 6 306 35 404 4 262 13 608 6611 9803 1120 35404
Q2 25 350 ans 5 759 36 643 3 978 14 257 6 206 11 010 1192 36 643
(c)gi gg g% 2 659 6 542 38 779 3 602 15 666 6926 11414 1171 38 779
2 275 39 664 4 720 15 096 6 395 12358 1095 39 664
1999 Q1 27377 S ood B 2 139 37 709 4537 14233 6864 10962 1113 37 709
Q2 7 638 2 415 351 2660 39373 4 233 14 596 6683 12737 1124 39 373
83 S8 aoa 2 62 238 5538 41 626 3 807 15 639 7657 13385 1138 41 626
14 610 6 837 14 178 1150 41 256
3475 611 227 2 771 41 256 4 481
2000 812 2573 (7)22 1937 270 992 2 464 39 492 4 541 14 272 7 303 12 195 1181 39492
Seasonally adjusted
TLPW GGAE EQED TLPK NPQS
NPEK RPZG DFTJ GGAG TLOP NPQS TLPX
1998 Q1 25675 2712 420 5903 1752 36425 3 842 14 341 6334 10843 1065 36425
Q2 25 813 2 149 358 6 147 2201 36672 3 939 14 318 6 615 10680 1120 36672
Q3 26 159 2711 332 5971 2 080 37270 3 980 14 627 6 464 11 007 1192 37 270
Q4 26 642 2 906 357 5 980 1788 37 704 4 167 14 701 6418 11 248 1170 37 704
15 018 6 683 11 587 1096 38 730
1999 Q1 27 292 2 467 6 326 2234 38730
82 27 761 2 492 6 487 2 197 39 338 14 953 6 814 12066 1113 39 338
Q3 27 900 2 608 6513 2 566 40 010 14 928 6 983 12693 1124 40 010
Q4 28 012 2619 6 670 2615 40 294 14 665 7 119 13 096 1137 40 294
2000 Q1 28 156 2 289 6 740 2744 40416 14 840 7 148 13151 1150 40416
Q2 26 496 3016 6 765 2 529 41 225 14 917 7 227 13578 1181 41 225
Percentage change, latest year on previous year
1998 20.8
1999 8.6
Percentage change, latest quarter on previous quarter
1998 Q1 4.8 3.7 17.6 0.1 3.2 14.0 4.8 -0.3 -0.5 6.0 3.2
Q2 0.5 -20.8 -14.8 4.1 0.7 2.5 -0.2 4.4 -1.5 5.2 0.7
Q3 1.3 26.2 -7.3 -2.9 1.6 1.0 2.2 -2.3 3.1 6.4 1.6
Q4 1.8 7.2 7.5 0.2 1.2 4.7 0.5 -0.7 2.2 -1.8 1.2
1999 Q1 2.4 -15.1 5.9 5.8 2.7 4.3 2.2 4.1 3.0 -6.3 2.7
Q2 1.7 1.0 -9.3 2.5 1.6 1.1 -0.4 2.0 4.1 1.6 1.6
Q3 0.5 4.7 7.0 0.4 1.7 -2.5 -0.2 2.5 5.2 1.0 1.7
Q4 0.4 0.4 -1.6 2.4 0.7 -0.1 -1.8 1.9 3.2 1.2 0.7
2000 Q1 05 -12.6 15.8 1.0 0.3 -3.5 1.2 0.4 0.4 1.1 0.3
Q2 1.2 31.8 -10.8 0.4 2.0 4.7 0.5 1.1 3.2 2.7 2.0

Percentage change, latest quarter on corresponding quarter of previous year

1998 Q1 13.3

Q2 20.7
Q3 25.9
Q4 23.6

1999 Q1

Q2
03
Q4

2000 Q1
Q2

1 Not including dwellings and purchases less sates of land and existing build- 2 Remaining investment by public corporations included within business invest-

ment.
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continued

Gross fixed capital formation by sector and type of

Invest-
ment 1

Business General
govern-

ment

Revalued at 1995 prices

1995
1996
1997
1998
1999

Unadjusted

1998 01
Q2
Q3
Q4

1999 Q1
02
03
04

2000 01
Q2

NPEN
76 437
83 195
93 006
105 866
113 899

25 605
25 654
26 538
28 069

28 113
27 853
28 228
29 705

28 534
28 141

Seasonally adjusted

1998 Q1
Q2
Q3
Q4

1999 01
Q2
Q3
Q4

2000 01
Q2

NPEL
25 625
26 116
26 751
27 374

28 050
28 493
28 529
28 827

28 791
28 931

EQDN
14 005
10 891

9 691
9 993

10 038

3 718
1379
2 352
2 544

3 584
1638
2318
2498

3 409
1877

DLWF
2 521
2 120
2616
2 720

2 496
2 445
2 518
2 579

2311
2 822

Analysis by sector

NHS
trusts

DLVH
1786
1467
1238
1365
1322

552
240

DFTI
396
333
306
330

347
312
336
327

380
332

Public corporations’

Transfer
costs ol
non-prod-
uced
assets

EQDF
126
151
327
314
376

DLWH
58
83
86
87

34
107
103

82

104
92

Percentage change, latest year on previous year

1998
1999

Percentage change, latest quarter on previous quarter

1998 01
02
03

Q4

1999 Q1
02
03
Q4

2000 Q1
02

5.0

1.9
2.4
2.3

2.5
1.6
0.1
1.0

-10.4
22.1

16.2
- 12,6

Private sector

Dwellings

DFDP

18 784
19 903
20 824
21 521
22 109

5 057
5 665
5273
6 114

5 148
5 789

DFEA
5423
5 543
5 346
5 209

S5 467
5 545
5 503
5 594

5 573
5594

Transler
costs ol
non-prod-

uced

assets

EQCY
5 222
6 435
6 160
5 378
5 528

1420
1391
1408

1159

1375
1250
1468
1435

1451
1099

DLWiI
1339
1481
1421
1137

1325
1 307
1438
1458

1402
1 151

Total

NPQR
116 360
122 042
131 246
144 437
153 272

36 282
34 489
35 812
37 854

38 672
36 751
37 716
40 133

39 206
37 236

NPQT
35 362
35 684
36 526
36 865

37 769
38 209
38 427

38 067

38 561
38 922

Percentage change, latest quarter on corresponding quarter of previous year

1998 01
Q2

Q3
04

1999 01
Q2
03
Q4

2000 Q1
Q2

1 Not including dwellings and purchases less sales ol land and existing build-

INgs.

Transport

Other

machinery
and

Analysis by asset

equipment equipment Dwellings

DLWJ
11 055
11 777
12 982
14 913
16 256

3 884
4 008
3 704
3317

4 389
4 334
4 066
3465

4 124
4 251

DLWL
3 574
3671
3 737
3 931

4 038
4 143
4 081

3 994

3 807
4 034

14.9
9.0

DLWM
44 464
49 124
54 241
63 833
68 701

15 379
14 898

15 853
17 703

17221
16 389
16 700
18 391

16 960
16 621

DLWO
15 305
15 665
16 252
16611

17 116
17 197
17 146

17 242

17 284
17411

DFDV
21 588
22 154
22 669
23 231
23 522

5 631
6 004
5 554
6 042

5570
5 866
5 656
6 430

5 669
6 052

DFEG
5 839
5 984
5 803
5 605

5 790
5 834
5916
5 982

5921
5 905

Other new
buildings
and
struclur-
es

DLWQ
35 314
34 825
37 251
38 304
40 805

10 399
8 550
9616
9 739

10514
9 175
10 314
10 802

11 431
9 295

DLWT
9 655
9 335
9 649
9 665

9 847
10 048
10 306
10 604

10 527
10475

Intang-i-

ble
fixed

assets

EQDT
3 939
4 162
4103
4 156
3988

989
1029
1085
1053

978
987
978
1045

1022
1017

EQDO

989
1029
1 005
1053

978
987
978
1045

1022
1017

£ million

Total

NPQR
116 360
122 042
131246
144 437
153 272

36 282
34 489
35 812
37 854

38 672
36 751
37 716
40 133

39 206
37 236

NPQT
35 362
35 684

36 526
36 865

37 769
38 209
38 427
38 867

38 561
38 922

2 Remaining investment by public corporations included within business invest-

ment.



Change In inventories at constant 1995 prices

Manufacturing industries

Mining _ _ o
and Materials Work In Finished
quarrying and fuel progress goods
Level of inventories
gﬁlc(lj-[?tecem ber 1138 19 881 15 859 18 465
1999
FBie FBIF
1 144 998
e T
1997 1 332 340
1998 -588 367
1999 -236 -1 103
Unadjusted
1998 Q1 102
Q2 297
Q3 490
Q4 -168
1999 Q1 -383
Q2 260
Q3 647
Q4 -760
2000 Q1
Q2
Seasonally adjusted
FBNF FBNH
1998 Q1 220
Q2 182 -254
Q3 236 -287
04 83 908
1999 01 -664
Q2 447
03 -100
04 108
2000 01 574
02 -335

1 Estimates are given to the nearest £ million but cannot be regarded as accu-
rate to this degree.

2 Wholesaling and retailing estimates exclude the motor trades.

3 Ouarterty alignment adjustment included in this series. For description see
notes.

Total

54 208

DHBH
2 656

-316

-589

500

-1 169

-766
272

606
-737

DHBM
-135
-190
-192
1017

Elect-
ricity,
gas and
water

supply

1520

FADP
-205
15
103
-154
-180

Distributive trades

Wholesale*

23 468

FAJM
597
681

1499
-16
-686

1028
-760

Retail®

20 705

FBYH
811
638
799
987
674

376
298

Other
iIndustries™

33 589

DLWV
776
859

1895
2 655
166

DLWX
206
1589
744

116

-407
1204

£ million

Change
IN

inventories

134 628

ABMQ
4 512
1 830
3 762
4 229

-1 386

480
1716
1021
1012

-1 613
-850
1780
-703

2 090
NS

CAFU
919
1014
878
1418

582
819



AlO Exports and imports of goods and services

£ million
Al current prices :
& Revalued at 1995 prices
Exports Imports
D P Balance Exports Imports Balance
Serv- Serv- Serv- Serv- Serv*
Goods ices Total Goods ices Total ices Total Goods lces Total Goods ices Total Total
LOAD KTMO KTMW LQBL KTMR KTMX LQCT KTMS KTMY BOQKP KTMT KTMZ
BOKN KTMU
1995 153 725 48 687 202 412 165449 39 772 205221 11 724 8915 -2 809 153 725 48 687 202 412 165Q449 39 772 ZOETZNZ? -}2<T8NO(£:9
1996 167 403 52 900 220 303 180 489 44 003 224 492 +13086 8897 ~4 189 165504 52 096 217 600 180 442 43 519 223961 -6 361
1997 171 783 57 543 229 326 183 693 45 129 228 822 11 910 12414 504 179 076 57 207 236 283 196 825 47 810 244 635 -8 352
1998 164 092 61 382 225474 184 629 40 000 233 429 20537 12582 -7 955 181 316 61 182 242 498 213 581 52 646 266 227 -23 729
1999 165 667 63 982 229 649 192434 52 444 244 078 26 767 11 538 15229 186 975 63 454 250429 229470 57 117 286 587 -36 158
Unadjusted
1998 Q1 41 404 13008 55212 45615 10493 56 108 -4 211 -896 45 167 13933 59100 51550 11 381 62 931
-3 031
Q2 41 310 15098 56408 46938 12 130 59076 -5 628 -2 668 45289 15097 60386 53654 13 109 66 763 -6 377
Q3 30648 17455 57 103 45492 14325 59817 -5 844 -2 714 43 921 17078 60999 53032 15498 60 530 -7 531
Q4 41 730 15021 56 751 46 584 11 844 58 428 4 854 -1 677 46 939 15074 62013 55345 12658 66 003 -5 990
1999 Q1 38890 14 717 53607 46 378 11510 57896 -7 488 3199 -4 289 44 113 14739 58852 55248 12 302 67 630 -0 778
Q2 39 768 16017 55785 46 050 13200 59250 -6 282 2817 -3 465 44887 16032 60919 54 883 14 353 69236 -8 317
Q3 42 164 18 025 60 189 49 170 15479 64 649 -7 006 2546 -4 460 47 326 17 625 64 951 50223 16850 75081 -10 130
Q4 44 845 15223 60068 50036 12247 63083 -5 991 2976 -3015 50 649 15058 65707 61 116 13524 74640 -8 933
2000 Q1 44 777 14655 59432 51 552 11 235 62 707 -6 775 3420 -3 355 50565 14216 64 781 60 962 12536 73490 -8 717
Q2 45 467 15981 61 440 53 120 13 265 66 385 -7 653 2716 -4 937 50704 15277 65 981 62 290 14632 76922 -10 941
Seasonally adjusted
BOKG iIKBB IKBH BOKH IKBC |IKBI BOKI IKBD IKBJ BOQKQ IKBE IKBK BQKO IKBF IKBL IKBM
1998 Q1 41 518 14 792 56 310 45951 11867 57 818 -4 433 2925 -1 508 45250 14843 60 101 51 694 12955 64 649 -4 548
Q2 41 638 15450 57080 46 365 12014 58 379 -4 727 3436 -1 291 45732 15307 61 039 53242 12936 66 178 -5 139
Q3 40 915 15654 56569 46 364 12 189 58553 -5 449 3465 -1 984 45403 15610 61 013 54 127 13 136 67 263 -6 250
Q4 40 021 15486 55507 45949 12730 58679 -5928 2756 -3 172 44923 15422 60345 54510 13619 68 137 -7 792
11999 Q1 39 023 15851 504 874 46 623 13105 59720 -7 600 2746 -4 854 44 185 15706 59 891 55468 14039 69507 -9 616
Q2 40 206 16219 56425 46438 13070 59516 -6 232 3 141 -3 091 45402 16 123 61 525 55420 14204 69624 -8 099
Q3 43 503 16 162 59665 49232 13068 62300 -5729 3094 -2635 48915 16037 64952 58701 14293 72994 -0 042
Q4 42 935 15750 50685 50 141 13193 63334 -7 206 2557 649 48 473 15508 64 061 59 881 14 581 74 462 10401
1 2000Q1 44 556 15714 60270 51 505 13 121 64 626 -6 949 2593 -4 356 50 186 15375 65 561 60 942 14447 75 309 -9 828
Q2 45 818 16078 61 896 53313 13187 66500 -7 495 2 891 -4 604 51 169 15716 66885 62491 14556 77 047 <10 162
> Percentage change, latest year on previous year
1 1998 -4 .5 6.7 -1.7 0.5 8.1 2.0 1.3 6.9 2.6 8.5 10.1 8.8
11 1999 1.0 4.2 1.9 4.2 7.5 4.9 3.1 3.7 3.3 7.4 8.5 7.6
; Percentage change, latest quarter on previous quarter
1199801 -3.6 0.0 -2.7 -2.4 2.6 -1.4 -0.8 1.1 -0.3 0.8 3.0 1.2
Q2 0.3 4.4 1.4 0.9 1.2 1.0 1.0 3.1 1.6 3.0 -0.1 2.4
Q3 -1.7 1.3 -0.9 0.0 1.5 0.3 -0.7 2.0 0.0 1.7 1.5 1.6
Q4 -2.2 -1.1 -1.9 -0.9 4.4 0.2 -1.1 -1.2 -1.1 0.7 3.7 1.3
I 199901 -2.5 2.4 -1.1 1.5 2.9 1.8 -1.6 1.8 -0.8 1.7 3.1 2.0
: Q2 3.0 2.3 2.8 -0.4 -0.2 -0.4 2.8 2.7 2.7 -0.1 1.2 0.2
Q3 8.2 -0.4 5.7 6.0 -0.1 7 7.7 -0.5 5.6 5.9 0.6 4.8
04 -1.3 -2.5 -1.6 1.8 1.0 1.7 -0.9 -2.6 -1.4 2.0 2.0 2.0
I 2000 01 3.8 -0.2 2.7 2.7 -0.5 2.0 3.5 -1.4 2.3 1.8 -0.9 1.2
02 2.8 2.3 2.7 3.5 0.5 2.9 2.0 2.2 2.0 2.5 0.6 2.2
Percentage change, latest quarter on corresponding quarter of previous year
1998 Q1 3.9 7.7 4.8 10.1 14.3 10.9
Q2 2.5 8.3 3.9 8.0 11.2 8.6
Q3 0.3 6.9 1.9 0.8 7.1 9.3
Q4 -1.5 5.0 0.1 6.3 8.2 6.7
1999 Q1 -2 .4 5.8 -0.3 7.3 6.4 7.5
Q2 -0.7 5.3 0.8 4.1 9.8 5.2
Q3 7.7 2.7 6.5 8.5 8.8 8.5
Q4 7.9 1.1 6.2 0.8 7.1 9.3
2000 Q1 14.2 10.5 136 -2.1 9.5 9.9 2.9 8.5
Q2 14.0 14.8 12.7 -2.5 8.7 12.8 2.5 10.7
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Al

1995
1996
1997
1998
1999

Unadjusted

ISyo u i

r\»
04
1QQQ 01
ao
03
04

2000 Q1
Q2

Gross operating surplus

ESA 95

Non-financial corporations

Public
B.29

NRJT
5 367
5 114
4 205
4 054

3 738

ers3
1 OO
1029
1092

044
1017
978
799

934
1026

Seasonally adjusted

1998 Q1
Q2
03
Q4

1999 Q1
Q2
03
Q4

2000 Q1
Q2

CAEQ
1062
1 006

976
1 010

1094
991
935
718

1072
1014

private
B,29

NRJK
143 086
158 805
169 778
174 421
174 400

42 599
42 723
43 202
45 817

39 890
40 491
44 312
49 707

44 462
45 029

CAER
43 594
43 650
43 993
43 184

42 141
43 268
44 337
44 654

45 568
47 063

Private

of which
alignment
adjustments

B.2g

DMUQ

-688
-700
422
966

693
956
-709
-940

-870
-321

Finan-
cial
corpor-
ations

1'ig

NONV
20 077
18 970
18 151
19 126
18 171

7 037
5 626
5 100
1363

4 734
2 653

5 966
4 818

4717
4 072

NHCZ
6 052
6 271
4 461
2 342

3875
3 208
5 552
5 536

3 915
5 117

Percentage change, latest year on previous year

1998
1999

5.4
-5.0

Percentage change, latest quarter on previous quarter

1998 Q1
Q2
Q3
Q4

1999 Q1
Q2
Q3
Q4

2000 Q1
Q2

Percentage change, latest quarter on corresponding quarter of previous year

Q1
Q2
Q3
Q4

o1
Q2
03
oA

01
Q2

-3.4

2.7

-1.2
-11.2

3.0
—1.5

-4 .2
-28.9

-2.0
2.3

13.0
3.6
-28.9
-47.5

65.5
-17.2
73.1
-0.3

-29.3
30.7

17.3
57.6
22.1

-56.3

-36.0
-48.8

24.5
+

7.0
59.5

less
FISIM

P.119

NSRV
25 499
25 557
25 678
27 732
30 411

8 971
6 931
6 897
4 933

8 237
4 676
8 046
9452

9 082
8 006

RITO
7 966
8 093
6 927
4 746

7 280
5 802
8316
9013

8 298
9612

© o
~N O

6.9

1.6

-14 .4
-31.5

53.4
-20.3
43.3
8.4

-7.9
15.8

15.4
41.7
23.4

-36.3

-8.6
-28.3
20.1
89.9

14.0
65.7

operating surplus, gross

General government

Cent-
ral

gover-
nment

B.29

NRLN
4 123
4 521
4 771
4814
4 817

1204
1189

1221
1200

1 155
1170
1258
1234

1118
1221

RNDB

1201
1216
1200
1197

1135
1187
1242
1253

1129
1245

-9.9
10.3

Local

gover-
nment

B.2g

NRLT
7447
7 784
7 705
8 326
8 284

2 027
2 097
2 116
2 086

2 106
2 051
2 063
2 064

2 132
2 102

RNSP
2 056
2 080
2 098
2 092

2 125
2 046
2 056
2 057

2 135
2 107

Total

NMXV
11 570
12 305
12476
13 140
13 101

3 231
3 286
3 337
3 286

3 261
3 221
3 321
3 298

3 250
3 323

NTAR
3 257
3 296
3 298
3 289

3 260
3 233
3 298
3 310

3 264
3 352

Ny OO
oON Ul

oo o
oo O -

w o
~N P

Households and NPISH

House-
holds

B.29

HABM
38 579
40 335
43 425
47 121
52 149

11 363
11 698
11 882
12 178

12 614
12 838
13 278
13419

13 510
13 737

CAEO
n 366
11 699
11 883
12 173

12 609
12 787
13 265
13488

13511
13 730

NPISH

B.2g

HABV
1505
1578
1669
1784
1909

481
482
448
373

465
473
481
490

460
464

CAEP
481
482
448
373

465
473
481
490

460
464

6.9
7.0

6.4
0.2
-7.1
-16.7

24.7
1.7
1.7
1.9

22.4
20.2

-17.5

Total

OWLS
40 084
41 913
45 094
48 905
54 058

11 844
12 180
12 330
12 551

13 079
13311
13 759
13 909

13 970
14 201

CAEN
11 847
12 181
12331
12 546

13074
13 260
13 746
13 978

13 971
14 194

10.0
8.4
8.4
7.1

10.4

8.9
11.5
11.4

6.9
7.0

£ rmillion

Total
opera-
ting
surplus

ABNF
194 685
211 550
224 026
231 914
233 057

56 613
57 944
58 181
59 176

53 671
56 017

60 290
63 079

58 251
59 645

CAEM
57 846
58 311
58 132
57 625

56 164
58 158
59 552
59183

59 492
61 128

3.5
0.5



A12 Income and capital accounts : United Kingdom

E million
ALLOCATION OF PRIMARY INCOME ACCOUNT
RESOURCES
D.1 Compensation of employees D.2 Taxes on production and imports, received
Taxes on products
Taxes on Taxes on
Statisti- imports  products
Em!aloye_r- | cal excluding excluding Other
Gross | s’ social discrepa- VAT and VAT and Total taxes on
operating | Mixed Wages gnd contr_lbu- ncy lor Import import import  taxes on producti- Total
surplus income salaries tions Total income VAT  duties duties duties products on taxes
B,2g B.3g D.11 D.12 d D.211 D.2121 D.2122 D.2t4 021 D.29
ABNF HAXH NQBI NQBJ NVCK RVFC NZGF NMXZ NMBT NMYB NVCE NMYD NMYE
1990 139 546 33 030 276 337 38 761 315 098 - 29 182 25 230 54 412 13689 68 101
1991 142 541 31 635 291 905 41 882 333 787 - 35 157 27 249 62 399 15 111 77 510
1992 149 366 33 872 303 018 43 969 346 987 36 651 26 891 63 542 15213 78 755
1993 165 900 36 096 310 252 46 106 356 358 - 38286 28 422 66 708 15058 81 766
1994 182 747 38 336 321 545 48 245 369 790 -1 42 992 - _ 31 079 74 071 14 677 88 748
1995 194 685 40 239 335 589 49 512 385 101 -1 43 622 - 35 211 78 833 15 177 94 010
1996 211 550 41 570 351 547 53 067 404 614 47 152 37 113 84 265 16 388 100 653
1997 224 026 41 665 375 643 56 828 432 471 - 52261 40 290 92 551 17 048 109 595
1998 231 914 42 811 401 413 61 621 463 034 52 679 44 731 97 410 17 528 114 938
1999 233 057 43 856 426 347 65 727 492 074 965 57 941 48 3<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>