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United Kingdom Balance of Payments: ~~ 
preliminary figures for the third quarter of 
1987 

Preliminary estimates indicate that the UK current account (seasonally 
adjusted) was in deficit by £1.1 billion in the third quarter of 1987 and 
in deficit by £1.2 billion in the first nine months of the year (Table 1). 

There was a deficit on visible trade of £3.0 billion in the third quarter 
compared with a deficit of £2.4 billion in the second, and a surplus on 
invisible transactions of £1.9 billion following a surplus of £1.7 billion 
in the preceding quarter (Table 1). 

The deficit on visible trade in the third quarter was made up of a 
surplus on trade in oil of £0.9 billion, and a deficit on non-oil trade of 
£4.0 billion. Between the second and third quarters of 1987 there was 
a fall of £0.1 billion in the surplus on trade in oil, and an increase of 
£0.6 billion in the deficit on non-oil trade (Table 2). 

The preliminary estimates for invisibles in the third quarter put the 
net credit on services at £1.6 billion (Table 5). Net investment earnings 
(interest, profits and dividends) are put at £1.3 billion (Table 6) and net 
transfer payments overseas are put at £1.0 billion (Table 7). It must be 
stressed that figures for invisible transactions, particularly for the most 
recent quarters, are liable to substantial revisions as later information 
becomes available. 

The estimated surplus on services in the third quarter (£1.6 billion) 
was substantially above that in the previous quarter (£1.2 billion). There 
was a small reduction in the travel account deficit, but the main factor 
was an increase in the surplus on financial and other services, with 
insurance earnings (i.e premiums less claims) being particularly buoyant 
(Table 5). 

The estimated surplus on interest, profits and dividends in the third 
quarter (£1.3 billion) is similar to that for the first two quarters of the 
year. Between the second and third quarters, interest received by UK 
banks in respect of lending to overseas residents rose by £0.3 billion while 
interest on borrowing from overseas was little changed. Earnings on UK 
direct investment overseas and overseas direct investment in the UK both 
increased by £0.2 billion. Earnings on UK portfolio investment overseas 
were slightly lower, following the sharper falls in the first and second 
quarters, while earnings on overseas portfolio investment in the UK 
continued to increase (Table 6). 

The deficit on transfers in the third quarter was £1.0 billion compared 
with £0.7 billion in the second. Net transfers to EC institutions increased 
by £0.2 billion and there were also increases in payments under bilateral 
overseas aid (Table 7). 

Although figures for transactions in external assets and liabilities are 
not yet complete, the available data (which exclude most of the information 
on UK non-bank private sector transactions with banks overseas) show 
a net outflow of £2.3 billion in the third quarter, in contrast to inflows 
of £2.8 billion and £0.4 billion in the first and second quarters respectively 
(Table 1). 

Overseas lending and borrowing, and overseas portfolio investment, 
by UK banks resulted in a net outflow of £3.4 billion in the third quarter, 
compared with inflows of £4.5 billion and £5.6 billion in the first and 
second quarters. Foreign currency lending by UK banks in the third 
quarter (£14 billion) remained around the higher second quarter level, 

but foreign currency borrowing almost halved between the quarters (fm t , 
£19 billion to £10 billion) to a level just above that in the first quant* 
Sterling lending overseas was substantially above the levels In recer| 
quarters, although similar in scale to the level of sterling bnrowinn ft,,' 
abroad (Tables 9 and 11). " ' 

UK direct investment overseas in the third quarter, at £5.5 billion 
remained at a high level, and included several new acquisitions, ihe major 
ones being ICI's acquisition of Stauffer Chemicals USA, part or which 
was subsequently resold, (£0.7 billion net), Thorn EMI's acquMioti at 
Rentacenter USA (£0.4 billion), and WPP's purchase of JWT USA (£04 
billion) (Table 9). 

Portfolio investment overseas by UK non-bank financial institutions 
again showed net disinvestment (£0.2 billion) but less than in the second 
quarter (£0.8 billion). Net disposals by securities' dealers, were similar 
to those in the second quarter following the substantial build-up irf their 
overseas holding during 1986. Net investment by other financial 
institutions, however, increased (Table 10). 

Overseas direct investment in the UK in the third quarter (£2.4 billion) 
was at an exceptionally high level with a number of new acquisitions 
including Contibel Holdings (£0.4 billion) and the Quicksave Group (£0.1 
billion) (Table 9). 

Overseas portfolio investment in the UK in the third quarter ai £4.3 
billion was £1.8 billion above the second quarter figure. Overseas monetary 
authorities' investment in British Government Stocks (£1.3 billion) was 
£0.7 billion higher than in the previous quarter, and overseas inve&'jiiiuit 
in UK ordinary shares (£1.9 billion) increased by £1.0 billion(Tab"e lOj. 

Net transactions in assets and liabilities should, with reversal of sign, 
equal the unadjusted balance on the current account. However, in practice 
there tends to be a discrepancy, the balancing item. This mismatch be'.ween 
identified transactions in assets and liabilities and the current ai"i:oi::U 
will reflect some items on which there is no information at present 
available or where the provisional estimates will be subsequendy revised. 
Some errors and omissions may be persistent and tend to be in the same 
direction in all years. Although deficiencies in coverage and 
inconsistencies in recording probably affect many parts of the accouni 
to some degree, they are most likely to be important in certain parts ol 
the capital account, affecting particularly the recording or trade credil 
flows, other short-term capital movements which reflect exchange, rate 
and interest rate fluctuations, and also possibly the provision of capital 
to securities dealers. The balancing item which was substantially positive 
in 1986, turned negative in the first quarter of 1987, in part possibly 
reflecting the unwinding of earlier timing discrepancies. The second 
quarter shows a comparatively small positive value while the incomplete 
evidence for the third quarter suggests a large positive figure, although 
until comprehensive data on transactions with banks abroad is available 
the position remains unclear (Table 1). 

Revisions 
Revisions made to figures for earlier quarters published in September, 
include increased travel and civil aviation debits in the second quarter 
of 1987 resulting from the incorporation of the results of the quarterly 

analysis of the International Passenger Survey. 
Central Statistical Office 
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GENERAL BALANCE OF PAYMENTS ^ 
Summary 

V< ILUME, IMPLIED PRICE AND UNIT VALUE INDICES 
Volume, implied price and unit value indices i y 7 f t 

1979 

VISIBLE TRADE 1 9 7 9 

Visible trade in the balance of payments * y , v 

1984 

Services 
Interest, profits and dividends 
Transfers 

1RANSACTIONS IN UK EXTERNAL ASSETS AND LIABILITIES 

Summary 
Direct investment 
Portfolio investment 
Transactions of UK banks 
Transactions of UK residents other than banks and general gove 
Transactions of general government 

1976 1979 4 
1976 1983 5 
1976 1983 6 
1976 1983 7 

.1976 1979 8 

.1981 1985 9 

.1981 1985 10 

.1981 1985 11 

.1981 1985 12 

.1981 1985 13 


