





Introduction

Economic trends brings together all the main economic indica-
tors. It contains three regular sections of tables and charts
illustrating trends in the UK economy.

'Economic Update'is a feature giving an overview of the latest
economic statistics. The content and presentation will vary
from month to month depending on topicality and coverage of
the published statistics. The accompanying table on main
economic indicators is wider in coverage than the table on
selected monthly indicators appearing in previous editions of
Economic trends. Data included in this section may not be
wholly consistent with other sections which will have gone to
press earlier.

Articles on international economic indicators and the final
expenditure prices index appear monthly and an article on
regional economic indicators appears every January, April,
July and October. Occasional articles comment on and ana-
lyse economic statistics and introduce new series, new analy-
ses and new methodology.

Quarterly information on the national accounts and the bal-
ance of payments appears in UK Economic Accounts which
is published every January, April, July and October by The
Stationery Office.

The main section is based on information available to the
ONS on the date printed in note 1 below and shows the
movements of the key economic indicators. The indicators
appear in tabular form on left hand pages with corresponding
charts on facing right hand pages. Colour has been used to
aid interpretation in some of the charts, for example by
creating a background grid on those charts drawn to a
logarithmic scale. Index numbers in some tables and charts
are given on a common base year for convenience of com-
parison.

Economic trends is prepared monthly by the Office for National
Statistics in collaboration with the statistics divisions of Govern-
ment Departments and the Bank of England.

Notes on the tables

1. Alldata in the tables and accompanying charts is current, as
far as possible, to 27 August 1998.

2. The four letter identification code at the top of each column of
data (eg, DJDD) is ONS's own reference to this series of data on
our database. Please quote the relevant code if you contact us
requiring any further information about the data.

3. Some data, particularty for the latest time period, is provi-
sional and may be subject to revisions in later issues.

4. The statistics relate mainly to the United Kingdom; where
figures are for Great Britain only, this is shown on the table.

5. Almost all quarterly data are seasonally adjusted; those not
seasonally adjusted are indicated by NSA.

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

7. A line drawn across a column between two consecutive
figures indicates that the figures above and below the line have
been compiled on different bases and are not strictly compara-
ble. In each case a footnote explains the difference.

8. 'Billion' denotes one thousand million.

9. There is no single correct definition of money. The most
widely used aggregates are:

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

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

The Bank of England also publish data for liquid assets outside
M4.

10. Symbols used:

.. not available

- nil or less than half the final digit shown

+alongside a heading indicates a series forwhich measures
of variability are given in the table on page T79

t indicates that the data has been revised since the last
edition; the period marked is the earliest in the table to

have been revised

* average (or total) of five weeks.

If you have any comments or suggestions about Economic
trends, please write to Uzair Rizki, ONS, Zone D4/19, 1 Drummond
Gate, London, SW1V 2QQ or e-mail uzair.rizki@ons.gov.uk

Office for National Statistics
September 1998













ECONOMIC UPDATE - SEPTEMBER 1998

By Adrian Richards, Economic Assessment - Office for National Statistics

Address: D4/20, 1 Drummond Gate, London, SW1V 2QQ

Tel: 0171 533 5923 Email: adrian.richards @ons.gov.uk

Overview

According to the latest evidence the economy grew relatively slowly in the second quarter — only increased energy output, as a resuilt of
the quarter's unseasonable weather conditions, prevented the growth rate from falling below that set in the first quarter. Indications of
a slowdown can be seen right across the economy: growth in the service sector was well down from its recent peak and average
earnings growth returned to pre-bonus period (March to May) rates. The story from the labour market is generally consistent with
weaker growth; the rate of fall in unemployment has slowed and employment growth has weakened. On the demand side, consumers'
expenditure slowed slightly and investment fell sharply. The balance of trade remained in deficit but was not significantly changed from
the first quarter. Money supply was the only indicator that did not reflect the recent downturn in growth: accelerated in July, after
slowing in recent periods. Money supply, however, is not a good indicator in movements of the UK economy over short periods of time.

UK Qutput, income and Expenditure - Q2

UK external trade - June/July

Industrial Production - June

Money supply, including sectoral breakdown - July

CBI monthly trends - August

Public sector borrowing requirement - July

New Construction orders — June

Producer prices — July

Retail sales - July

Retail prices — July

Consumer confidence — August

Labour market statistics — Apri-June

New car registrations — July

GDP Activity

As Chart 1 shows, GDP is estimated to have grown by 0.5 per
cent between the first and second quarters of 1998 and by 2.6 per
cent compared with the same quarter of 1997. This estimate is
less well-based than is normal, at this stage. A number of data
sources were not utilised due to the substantial redesign of the
national accounts, the result of which will be available next
month. The output and expenditure figures shown in the second
estimate were based primarily on published monthly surveys.

Output

The slowdown in underlying growth has spread to sectors other
than manufacturing. As Chart 2 illustrates, quarter on quarter
growth in the service sector slowed from 1.2 per cent in the final
quarter of 1997 to 0.6 per cent in the second quarter of 1998.

Growth in distribution, hotels, catering and repairs and
government and other services remained subdued while output in
areas of strong recent growth - transport storage and
communication and business services and finance moderated.

Chart 1
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The split between EU and non-EU countries shows that export
performance has been comparable between to the two trading
zones. This has not been the case for imports: volumes from EU
countries have increased sharply at the same time as volumes
from non-EU trading partners have fallen. However, data for the
three months to July, Chart 4 below, for non-EU countries shows
a rebound in imports.
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The data by country show that the deficit with the United States,
Chart 5, has shrunk mainly due to lower imports. Over the
second quarter, an improvement in the surplus on services
reduced the total deficit.

Chart5
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The volume/price split shows that trade prices have continued to
fall and import volume growth has exceeded that of exports.

Compared with the same three months last year, exports and
imports prices have fallen by 3.0 per cent and 3.6 per cent
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respectively - shown in Chart 6. Price deflation is still apparent
when oil and erratics are removed from the comparison, although
it is less pronounced.

Chart 6
Price indices for exports and imports
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Although export volumes recovered in June and were up by 1.1
per cent compared with the previous three months, the
comparable figure for imports was higher, up 2.2 per cent. The
commodity breakdown shows rapid growth in imports of semi-
manufactures and food, beverages and tobacco whereas exports
have been relatively strong for finished manufactures.

Monetary & Sectoral indicators

Money supply growth (twelve-month comparison) rebounded in
July after a gradual deceleration from its recent peak. As Chart 7
shows, this occurred at the end of 1997, in the case of broad
money (M4), and the start of 1998, for narrow money (MO).
Broad money growth accelerated from 9.1 per cent in June to
10.0 per cent in July, while narrow money growth was up 5.8 per
cent.

Chart 7
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The public sector net borrowing (PSNB) and net cash
requirements (PSNCR) both improved in the period April to July
1998-99 relative to the same period in 1997-98. The PSNB was
£6.7 billion lower at £1.8 billion whereas the PSNCR was £4.5
billion lower at -£0.1 billion. Both measures were affected by
quarterly payments of advance corporation tax and income tax
under self -assessment.

Labour Market
The labour market exhibited some signs of a slowdown in growth.

The claimant count fell by 26,000 between June and July.
Although this was the largest decrease of the claimant count in
1998, the rate of fall has shrunk in 1998. As Chart 8 shows,
underlying the monthly falls, there has been sharp falls in the
number of long term unemployed. Inflows onto the count fell
sharply in July whereas outflows only fell slightly. There is a
possibility that a lower inflow of students onto the count may have
exaggerated the fall.

Chart 8
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Unemployment for over a year or more has fallen from 531,000 in
July 1997 to 369,800 in July 1998.

Average earnings growth fell back in the year to May 1998 to the
level seen in February. The effect of bonuses has fallen out of
the average earnings index. In the production industries,
earnings growth has fallen slightly below that in February
whereas growth was a little faster in the service sector. Average
earnings growth in the public sector has accelerated, after a
period of stable growth.

The LFS provides evidence of weakening economic growth with a
slowdown in the expansion of employment. The rate of
expansion slowed from 71,000 between 1997 Q3 and 1997 Q4, to
38,000 in 1998 Q1 and 21,000 in 1998 Q2. There appears to
have been a net switch from ILO unemployment to inactivity. ILO
unemployment fell by 62,000 in the latest period but this was
more than matched by a rise of 80,000 in inactivity. Inactivity last
fell at this point in 1997 and is now 237,000 above that level.

Prices

Producer prices showed few signs of inflationary pressure. Input
prices fell by 8.8 per cent in the year to July. This was down
slightly on previous months but was rapid when set in historical
context.

Material prices showed a similar path with a larger fall. This was
offset by a small rise in fuel prices. Growth in fuel prices has
weakened following a peak in June of 2.1 per cent. Up until
March fuel prices had also been down on a year earlier. Producer
output prices also remained subdued with prices up 0.8 per cent
on a year earlier. Excluding excise duties, prices were close to
stability with a fall of -0.2 per cent over the year.

As Chart 9 shows, retail price inflation slowed in the year to July.
The headline rate fell from 3.7 per cent in June to 3.5 per cent
and exciuding mortgage interest rates (RPIX) the rate fell from
2.8 per cent to 2.6 per cent. This was due to lower motoring
costs and price reductions for clothing and footwear. Motoring
costs were down as the increase in petrol duties in July 1997
dropped out of the comparison.
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There were thé normal clothing and footwear price reductions as
shops discounted in the summer sales. Although the RPI and
RPIX measures of inflation fell, the underling rate of inflation
excluding mortgage interest rates and indirect taxes edged higher
to 2.1 per cent. The breakdown by category of the RPI shows a
wide divergence between inflationary pressures with significant
changes in relative prices. Mortgage interest payments and high
excise duties on tobacco have caused prices rise more rapidly in
these categories




Forecast for the UK Economy

A comparison of independent forecasts, August 1998
The tables below are extracted from HM Treasury's “FORECASTS FOR THE UK ECONOMY” and summarise the average and range
of independent forecasts for 1998 and 1999, updated monthly.

Independent Forecasts for 1998

Average Lowest Highest

GDP growth (per cent) 2.2 1.6 2.7
Inflation rate (Q4: per cent)
- RPI 3.2 2.5 45
- RPI excl MIPs 27 21 38

Unemployment (Q4, mn) 1.36 1.26 1.50
Current Account (£ bn) -8.9 -13.9 2.9
PSNCR *(1998-99, £ bn) -0.3 9.3 7.0

Independent Forecasts for 1999

Average Lowest Highest

GDP growth (per cent) 1.5 0.5 2.5
Inflation rate (Q4: per cent)

-RPI 23 14 33

- RP! excl MIPs 2.6 20 3.2
Unemployment (Q4, mn) 1.51 1.12 1.75
Current Account (£ bn) 9.7 -26.4 -1.8
PSNCR* (1999-00, £ bn) 1.3 -145 12.0

NOTE: “FORECASTS FOR THE UK ECONOMY” gives more detailed forecasts, covering 25 variables and is published monthly by HM
Treasury, available on annual subscription, price £75. Subscription enquiries should be addressed to Miss C T Coast-Smith, Public
Enquiry Unit, HM Treasury, Room 110/2, Parliament Street, London SW1P 3AG (Tel: 0171-270 4558). It is also available at the
Treasury's internet site: http://www.hm-treasury.gov.uk.

* PSNCR: Public Sector Net Cash Requirement, was previously called PSBR.







France

French GDP growth slipped, for the third quarter in a row, to 0.6
per cent in guarter one. The contributions of net trade and
private consumption fell while the change in stocks made a large
positive contribution.

The sharp rebound in retail sales volumes in quarter two, more
than offsetting the decrease recorded in the previous quarter,
contributed to the largest annual growth rate between quarters of
the 1990's - 3.5 per cent.

The increase in retail activity in 1997 was echoed by growth in
production. Higher demand at home and abroad has helped to
increase industrial production by over 10 per cent since the start
of 1997 - virtually no growth was recorded in the previous six
years - as Chart 2 illustrates. The rise in production may have
helped to turn the tide of unemployment; it began to fall as
industrial output picked-up.

Chart 2
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Price inflation stayed at 1.0 per cent in June, modest earnings
growth and producer price deflation have helped to dampen the
pressure generated by higher demand in 1997 and into 1998.

italy

Italy's modest recovery faltered at the outset of 1998 as GDP fell
slightly in the first quarter. The change in net trade was the
largest contributor to the latest decrease in growth while private
consumption remained flat,

Following downward movements in the preceding three months

italy’s Index of Production leapt in May, however it remains
below the levels recorded as far back as 1989.
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In spite of the weakness of private consumption and the trend in
producer prices quarter two saw consumer price inflation edge
upwards for the third consecutive quarter.

Unemployment has steadied around 12 per cent but has yet to
gstablish a downward trend.

USA

The pattern of rapid growth established in 1997 and first quarter
of 1998 was upset in the second quarter of 1998. GDP growth
slowed sharply between the first and second quarters as
demand at home and abroad weakened. As shown below,
consumption spending continued to grow vigorously and make a
sizeable contribution to growth.

Chart 3
USA - contribution to GDP growth
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The decrease in domestic demand growth in quarter two was
driven by a large decrease in stocks, following a large increase
in the previous quarter.

Production growth picked-up following a sharp fall in quarter one.
The Index has recorded unbroken growth in every quarter since
the first quarter of 1991 and has risen by one third over that
time.







1 European Union 15

Contribution to change in GDP

less
GDP PFC GFC GFCF ChgStk Exports Imports loP Sales CPI PPI Earnings Empl Unempl

Percentage change on a year earlier

ILGB HUDS HUDT HUDU HUDV HUDW HUDX  ILGV ILHP  HYAB ILAI ILAR ILJ GADR
1990 3.0 1.7 0.4 0.8 -0.1 1.8 1.6 1.9 2.2 5.7 2.5 7.0 1.6 8.1
1991 3.0 2.7 1.0 07 -0.3 - 1.0 -0.2 1.6 52 22 6.8 0.1 8.4
1992 0.9 0.9 0.4 0.2 0.1 0.9 1.0 -1.3 0.1 44 1.3 58 -1.7 9.1
1993 -0.5 -0.1 0.2 -1.3 -05 04 —-0.38 -3.2 -1.4 3.6 1.4 4.7 -2.0 10.8
1994 3.0 1.1 0.2 0.5 0.8 25 2.2 4.9 -0.5 3.0 22 3.8 - 1.1
1995 25 1.1 0.2 0.7 0.2 24 2.1 35 -0.1 3.2 4.5 3.7 0.6 10.7
1996 1.8 1.2 0.3 0.2 -0.3 1.6 1.3 0.3 0.4 25 0.7 37 0.5 10.8
1997 27 1.3 - 0.5 04 3.0 2.6 3.8 3.0 2.0 0.9 34 0.4 10.7
1996 Q1 1.6 1.4 0.3 - 0.2 1.3 1.6 - -0.3 2.8 1.9 4.0 0.6 10.9
Q2 15 0.9 0.3 0.2 -0.2 1.1 0.8 - 0.4 26 0.6 4.0 0.6 10.9
Q3 1.8 1.2 0.3 0.3 0.7 1.8 1.0 0.2 - 23 -041 3.1 0.5 10.8
Q4 2.1 1.3 0.2 0.4 -0.4 2.2 1.6 0.8 1.3 2.3 0.2 3.8 0.4 10.8
1997 Q1 1.8 0.9 0.1 0.5 —01 1.8 1.4 2.2 2.3 2.1 0.3 3.8 0.2 10.8
Q2 2.8 1.5 0.1 0.5 0.5 3.1 2.8 3.4 2.6 1.7 0.7 3.1 0.3 10.7
Q3 2.9 1.2 - 0.5 0.6 37 3.1 4.5 34 2.0 1.4 3.8 0.4 10.6
Q4 3.1 1.6 - 0.7 0.6 3.4 3.1 5.1 3.7 2.1 1.3 3.0 0.6 10.5
1988 Q1 3.3 1.6 0.1 1.2 0.7 3.2 3.5 5.0 3.4 1.8 1.0 1.1 10.3
Q2 . . . . .. . 2.0 0.4
1997 Jul . . . . . . . 5.4 5.1 1.9 1.3 10.7
Aug . . . . . . . 4.4 2.0 2.1 1.6 10.6
Sep . . . . . . . 3.6 3.0 2.1 1.3 10.6
Oct . . . . " . . 5.4 5.1 2.0 1.3 10.6
Nov . . . - . . . 4.3 2.0 2.2 1.3 10.5
Dec . . . - . . . 5.3 41 2.0 1.2 10.4
1998 Jan . . . . - . . 5.4 2.9 1.7 141 10.3
Feb . . " . . . . 5.2 4.0 1.8 1.0 10.3
Mar . . - . . . . 4.6 3.0 1.8 1.0 10.2
Apr . . . . . - . 3.6 1.0 2.0 0.7 10.2
May . . - . . . . 4.8 . 2.0 0.4 10.2
Jun . . . . 1.9 0.2
Jul
Percentage change on previous quarter
ILGL HUDY  HUDZ HUEA HUEB HUEC HUED ILHF ILHZ T
1996 Q1 0.7 0.7 - -0.2 -0.2 0.8 0.6 0.6 1.3 -0.8
Q2 0.3 - 0.1 0.4 ~-0.4 0.1 -0.1 0.5 0.7 0.8
Q3 0.7 0.4 0.1 0.1 0.2 0.7 0.5 0.7 -0.4 0.5
Q4 0.4 0.1 - - 04 0.7 0.7 0.2 -0.3 -0.1
1897 Q1 0.5 0.3 - - 0.1 0.4 0.3 0.9 2.3 -1.0
Q2 1.2 0.6 - 0.3 0.2 14 1.3 1.6 1.0 0.9
Q3 0.8 0.2 0.1 0.2 -0.1 1.3 0.8 1.8 0.4 0.6
Q4 0.6 0.4 -0.1 0.2 0.4 0.4 0.7 0.7 - 0.1
1998 Q1 0.6 0.4 0.1 0.5 0.2 0.1 0.7 0.8 1.9 -0.5
Percentage change on previous month
ILKF ILKP
1997 Jul 2.0 1.0
Aug -0.9 -1.9
Sep 0.5 -
Oct 1.2 2.0
Nov -0.3 -1.9
Dec 1.0 -
1998 Jan - 2.9
Feb 0.3 -
Mar 0.4 -1.0
Apr 0.1 -
May 0.5
Jun .
Jul
GDP = Gross Domestic Product at constant market prices Sales = Retail Sales volume
PFC = Private Final Consumption at constant market prices CPI = Consumer Prices, components and coverage not uniform among coun-
GFC = Government Final Consumption at constant market prices tries
GFCF = Gross Fixed Capital Formation at constant market prices PP! = Producer Prices (manufacturing)
ChgStk = Change in Stocks at constant market prices Earmnings = Average Wage Eamings (manufacturing), definitions of coverage
Exports = Exports of goods and services and treatment vary among countries
Imports = Imports of goods and services Empl = Total Employment not seasonally adjusted
loP = Industrial Production Unemp! = Standardised Unemployment rates: percentage of total labour force

Source: OECD
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2 Germany

Contribution to change in GDP

less
GDP? PFC  GFC GFCF ChgStk Exports Imports IoP' Sales CPI' PPI'  Eamings® Empl'®  Unempl*

Percentage change on a year earlier
IL

HUBW  HUBX HUBY HUBZ HUCA HUCB ILGS ILHM HVLL ILAF ILAO ILIG GABD
1990 . - . . . . . 5.3 8.0 27 14 4.2 2.8 -
1991 . . . . . . . 3.2 5.8 37 2.2 6.6 2.0 -
1992 1.8 1.4 0.8 0.6 0.4 -04 0.3 -2.6 -2.3 5.0 1.6 71 -14 -
1993 -1.2 0.2 —0.1 -1.3 -0.2 -1.2 -1.5 -7.5 -4.2 4.4 0.1 5.4 -11 7.9
1994 2.8 0.7 0.4 0.8 0.8 1.9 1.9 34 13 2.7 0.8 2.9 —0.4 8.4
1995 19 1.1 0.4 0.2 0.4 1.7 1.8 1.0 1.1 1.9 2.1 3.3 0.1 8.2
1996 1.4 0.7 0.5 -0.2 0.2 1.4 0.8 04 -0.2 1.5 0.2 5.2 -0.3 8.9
1997 2.3 0.2 —0.1 0.1 1.1 3.0 1.9 3.6 -0.2 1.7 0.7 . -1.3 10.0
1996 Q1 0.4 1.1 0.6 -1.5 0.2 1.2 12 09 -1.4 15 0.8 74 -0.1 8.7
Q2 11 0.3 0.6 -0.1 -0.1 0.6 0.1 0.8 -0.3 1.5 0.1 6.7 0.3 8.8
Q3 1.8 0.8 0.7 0.1 -0.8 1.6 0.6 1.1 1.0 1.5 -0.2 4.3 -0.3 8.9
Q4 2.1 0.6 0.1 0.5 0.1 22 1.3 2.6 0.3 14 0.2 2.9 -1.0 9.2
1997 Q1 2.5 - 0.2 0.9 0.9 2.1 1.6 2.6 - 1.7 0.3 0.8 -1.4 9.7
Q2 2.1 0.7 0.1 0.2 0.5 2.9 1.8 3.2 0.3 1.6 0.7 1.5 -1.5 9.9
Q3 2.3 -0.3 0.3 —0.1 1.6 3.6 2.1 4.0 -1.3 1.9 1.0 1.6 -1.4 101
Q4 2.3 0.4 -0.4 -0.2 1.5 3.3 2.2 4.5 0.3 1.8 0.9 . -0.9 10.3
1998 Q1 3.0 1.0 - 0.9 0.6 3.2 2.7 6.5 2.0 1.1 0.6 . -0.6 10.1
Q2 . . . . . 1.3 0.2
1997 Jul . . . . - . . 7.2 - 1.8 0.9 . . 10.0
Aug . . . . - . - 2.3 -3.0 2.0 12 . . 101
Sep . . . . . . . 2.4 -1.0 1.9 1.0 . . 10.2
Oct . - . . . . . 4.9 2.0 1.8 0.9 . . 10.3
Nov . - . . . . . 3.6 -1.0 1.9, 1.0 - - 10.3
Dec . . . . - . . 5.0 - 1.7 0.8 . . 10.3
1998 Jan . . . . . . . 71 -2.0 12 0.6 . . 10.1
Feb . . . . . . . 6.0 - 1.1 0.6 . . 10.1
Mar . . . . . . . 6.3 8.3 1.1 0.6 . . 10.0
Apr . . . . . . . 4.8 —4.8 1.3 0.4 . . 10.0
May . . . . . . . 6.7 1.0 1.3 0.3 . . 9.8
Jun . . . 1.2 -
Jul
Percentage change on previous quarter
ILGI HUCC HUCD HUCE HUCF  HUCG HUCH ILHC ILHW ILIQ
1996 Q1 —0.1 0.6 - -0.9 -0.1 0.6 0.2 0.6 1.0 -1.7
Q2 14 -0.1 0.2 1.3 0.1 0.1 0.1 0.8 1.7 0.8
Q3 0.5 0.5 0.2 - -0.8 0.8 0.3 1.1 -0.7 0.2
Q4 0.3 -0.4 -0.3 0.1 0.9 0.7 0.7 - -2.3 -0.3
1997 Q1 0.3 - - -0.5 0.8 0.5 0.5 0.6 1.3 =21
Q2 1.0 05 0.2 0.2 —0.5 1.0 0.4 1.4 2.0 07
Q3 0.7 0.4 -0.3 0.1 0.4 1.4 0.5 1.9 -2.3 0.3
Q4 0.3 0.3 -0.3 - 0.7 0.4 0.8 0.5 0.7 0.2
1998 Q1 1.0 0.6 0.3 0.6 - 0.4 0.9 25 3.1 -1.8
Percentage change on previous month
ILKC  ILKM
1997 Jul 3.2 -1.0
Aug -3.6 —-4.0
Sep -0.3 21
Oct 1.8 20
Nov -0.3 -3.0
Dec 1.2 -2.1
1998 Jan 1.5 3.2
Feb -0.3 1.0
Mar 1.3 5.1
Apr -1.0 48
May 1.0 -2.0
Jun .
Jul
GDP = Gross Domestic Product at constant market prices Sales = Retail Sales volume
PFC = Private Final Consumption at constant market prices CPI = Consumer Prices, components and coverage not uniform among coun-
GFC = Government Final Consumption at constant market prices tries
GFCF = Gross Fixed Capital Formation at constant market prices PPl = Producer Prices (manufacturing)
ChgStk = Change in Stocks at constant market prices Earnings = Average Earnings (manufacturing), definitions of coverage and
Exports = Exports of goods and services treatment vary among countries
Imports = Imports of goods and services Empl = Total Employment not seasonally adjusted
loP = Industrial Production Unempl = Standardised Unemployment rates: percentage of total workforce

Source: OECD
1 Data available for unified Germany from 1991 .
2 Western Germany (Federal Republic of Germany before unification)
3 Excludes members of armed forces
4 Data available for unified Germany from January 1993

13




3 France

Contribution to change in GDP

GDP PFC GFC GFCF ChgStk Exports  Imports loP  Sales CPl  PPI'  Eamings EmpP  Unempl
Percentage change on a year earlier
ILFZ HUBK HUBL HUBM HUBN HUBO HUBP ILGT ILHN HXAA ILAG ILAP ILIH GABC
1990 25 1.6 0.4 0.6 0.2 1.3 1.6 1.5 0.7 35 0.9 4.9 0.8 9.0
1991 0.8 0.8 0.5 - -0.7 1.0 0.8 -1.2 -0.2 3.2 -1.2 47 0.1 9.5
1992 1.2 0.8 0.6 —0.6 -0.6 13 0.3 -1.2 0.3 24 -1.1 4.0 -0.6 10.4
1993 -1.3 0.1 0.6 -1.4 -1.5 -0.1 -1.0 -3.8 0.2 2.1 -2.1 25 -1.3 11.7
1994 2.8 0.8 0.2 0.3 1.7 1.6 1.8 3.9 -0.1 1.7 1.2 1.9 0.1 12.3
1995 2.1 1.0 - 0.5 0.3 1.8 14 2.0 - 1.7 5.2 24 1.0 11.7
1996 1.6 1.2 0.5 —0.1 -0.7 1.5 0.9 0.2 0.4 21 2.7 2.4 - 124
1997 2.3 0.5 0.2 0.1 0.1 3.7 23 3.8 1.1 1.1 -0.5 2.8 0.4 12.4
1996 Q1 1.3 2.1 04 =03 =0.9 0.8 0.7 -1.0 0.7 241 -0.8 23 0.4 12.3
Q2 1.0 0.5 0.5 - - 0.2 0.3 -0.4 ~0.8 2.4 2.7 2.3 0.2 12.3
Q3 1.6 1.1 0.6 -0.1 -1.3 2.0 0.7 0.3 -2.3 1.8 -3.8 2.6 -0.1 12.4
Q4 2.3 1.1 0.5 - -0.4 3.0 1.8 1.9 1.1 1.7 -3.1 2.6 -0.2 12.5
1997 Q1 1.2 -0.3 0.4 —0.1 0.3 1.9 0.9 0.6 -1.4 1.5 -2.3 3.0 ~0.1 12.4
Q2 2.4 0.4 0.3 0.1 0.2 4.3 2.5 35 0.8 0.9 -0.9 27 0.3 12.4
Q3 2.6 0.6 0.2 0.2 04 4.4 3.1 47 1.7 1.3 0.3 2.8 0.5 12.4
Q4 341 1.5 0.1 0.2 -0.2 41 27 6.3 3.0 1.1 0.7 2.8 0.7 12.3
1998 Q1 3.4 1.9 0.2 0.7 0.6 37 3.6 7.6 23 0.8 0.6 2.6 1.1 121
Q2 . 3.5 1.0 -0.3 24
1997 Jul 4.9 26 1.0 — 2.8 12.4
Aug 4.9 -0.9 1.5 0.4 12.4
Sep 4.2 35 1.3 0.5 . 124
Oct 6.7 44 1.0 0.7 2.8 124
Nov 4.9 -0.5 1.3 07 12.4
Dec 7.2 5.3 1.1 0.7 12.2
1998 Jan 6.7 5.7 0.5 0.6 2.6 12.1
Feb 6.9 2.0 0.7 0.5 12.1
Mar 9.0 -0.8 0.8 0.6 . 12.0
Apr 4.9 40 1.0 - 24 11.9
May 6.3 1.2 1.0 -0.3 11.9
Jun 5.2 1.0 07
Jul
Percentage change on previous quarter
ILGJ HUBQ HUBR  HUBS HUBT HUBU HUBV  ILHD ILHX ILIR
1996 Q1 1.3 1.5 0.2 -0.1 -0.9 1.5 0.9 1.4 2.5 -
Q2 0.1 -0.6 0.1 0.1 0.6 -0.6 -0.3 - -1.7 —0.2
Q3 0.8 0.6 0.1 - -0.5 1.1 0.5 0.7 0.1 -0.1
Q4 0.3 —0.4 0.1 - 04 0.9 0.7 -0.2 0.2 0.1
1997 Q1 0.2 0.1 - —0.2 0.2 0.5 - 0.1 - 0.1
Q2 1.1 0.2 - 0.3 0.1 1.8 1.3 2.9 0. 0.2
Q3 0.9 0.7 - 0.1 0.1 1.1 1.1 1.8 1.0 0.1
Q4 0.8 0.6 - - 0.2 0.6 0.3 1.3 1.5 0.3
1998 Q1 0.6 0.4 - 0.3 0.6 0.1 0.9 1.3 -0.7 0.5
Q2 . 1.7
Percentage change on previous month
ILKD ILKN
1997 Jul 21 2.9
Aug - =07
Sep -0.6 -0.6
Oct 22 3.6
Nov -1.6 -3.5
Dec 1.8 2.8
1998 Jan -0.6 2.7
Feb 0.8 —4.7
Mar 1.9 -2.7
Apr 0.7 5.9
May 0.6 -1.6
Jun 1.5
Jul

GDP = Gross Domestic Product at constant market prices
PFC = Private Final Consumption at constant market prices

GFC = Government Final Consumption at constant market prices
GFCF = Gross Fixed Capital Formation at constant market prices
ChgStk = Change in Stocks at constant market prices

Exports = Exports of goods and services

Imports = Imports of goods and services

loP = Industrial Production

1 Producer prices in intermediate goods
2 Excludes members of armed foces
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Sales = Retail Sales volume
CPI = Consumer Prices, components and coverage not uniform among coun-

tries

PPI = Producer Prices (manufacturing)
Eamings = Average Wage Earnings (manufacturing), definitions of coverage

and treatment vary among countries

Empl = Total Employment not seasonally adjusted
Unempl = Standardised Unemployment rates: percentage of total workforce
Source: OECD







5 USA

Contribution to change in GDP

less
GDP PFC GFC  GFCF ChgStk  Exports  Imports loP  Sales CPI PPl Earnings Empl'  Unempl
Percentage change on a year earlier
ILGC HUDG HUDH HUDI HUDJ HUDK HUDL ILGW ILHQ ILAA LAY ILAS ILIK GADO
1990 1.2 1.1 0.4 -0.2 04 0.7 0.4 -0.2 0.6 54 4.9 3.2 0.5 56
1991 -0.9 -0.4 0.2 -1.1 0.2 0.6 -0.1 -2.0 -2.5 4.2 2.1 3.3 -0.9 6.9
1992 27 1.9 - 0.8 0.2 0.6 0.8 3.2 3.2 3.1 1.3 2.4 0.6 7.5
1993 2.3 2.0 - 0.8 0.2 0.3 1.0 3.6 4.5 3.0 1.3 2.4 1.5 6.9
1994 35 2.2 0.1 11 0.6 0.8 1.4 5.3 5.7 25 0.6 2.8 3.2 6.1
1995 2.3 1.8 -0.1 0.8 0.5 1.2 1.1 5.0 2.6 2.8 2.0 2.7 1.4 5.6
1996 34 2.2 0.1 1.4 - 1.0 1.2 3.5 3.7 3.0 2.6 3.1 1.5 54
1997 3.9 2.3 0.2 1.3 0.5 1.6 1.9 5.0 4.0 23 0.4 341 2.2 5.0
1996 Q1 24 2.0 -0.1 0.9 -0.6 1.0 0.8 2.3 37 2.8 2.2 2.9 0.6 5.8
Q2 3.9 2.3 0.1 1.4 0.1 1.1 1.0 3.7 41 2.8 24 3.2 1.3 54
Q3 3.5 2.1 0.1 1.6 0.5 0.6 1.4 34 3.5 3.0 2.8 3.1 1.7 5.3
Q4 3.9 22 0.3 1.5 0.2 1.2 1.6 4.2 3.6 3.1 3.1 35 2.1 5.3
1997 QAN 4.1 2.3 0.3 1.3 0.6 1.4 1.8 5.1 4.4 2.9 2.0 3.4 2.5 5.3
Q2 3.6 1.8 0.2 1.2 0.7 1.7 2.0 4.3 2.9 23 0.4 2.8 2.4 4.9
Qs 4.1 2.5 0.2 1.4 - 2.0 2.0 5.0 4.6 22 01 25 2.1 4.9
Q4 3.8 25 0.2 1.3 0.5 1.2 2.0 5.8 4.0 1.9 08 34 2.0 47
1998 Q1 42 2.8 0.1 1.8 0.5 0.9 1.9 47 45 14 17 3.1 1.9 47
Q2 35 35 0.2 1.8 -0.5 0.1 1.8 4.3 . 16 09 25 1.5 44
1997 Jul . . . . . . . 47 4.6 22 041 25 2.2 4.9
Aug . . - . . " . 5.1 5.1 22 02 2.5 2.1 4.9
Sep . . . . . “ . 5.0 41 2.2 - 25 1.8 4.9
QOct . . . . . . . 5.8 3.4 21 -04 4.2 1.7 48
Nov . . . . . - . 57 4.2 18 07 34 22 4.6
Dec . . . . . . . 5.8 44 17 13 2.5 2.2 47
1998 Jan " . . . . - . 5.4 4.3 16 -1.8 3.3 2.0 4.7
Feb . . . . . " . 4.3 4.2 14 -14 3.3 2.0 46
Mar . . . . . " " 4.4 4.9 13 -19 25 1.6 47
Apr . . . . . . " 4.4 6.6 15 -1.2 2.5 1.6 43
May . . . . . . . 46 . 1.7 0.9 25 1.5 4.3
Jun . . . . - . . 37 17 07 2.5 1.4 45
Jul
Percentage change on previous quarter
ILGM HUDM HUDN  HUDO HUDP HUDQ HUDR ILHG ILIA LIV
1996 Q1 0.8 0.6 0.1 0.5 -0.1 0.1 0.4 04 1.4 -1.2
Q2 1.5 0.8 0.3 0.5 0.2 0.2 0.4 1.9 1.0 2.0
Q3 0.5 0.3 - 0.3 0.3 0.1 0.4 0.8 0.4 1.2
Q4 1.0 0.5 - 0.2 -0.2 0.9 0.2 1.0 0.8 0.1
1997 Q1 1.0 0.7 - 0.3 0.3 0.3 0.6 1.3 2.2 -0.8
Q2 1.0 0.3 0.1 0.4 0.3 0.5 0.6 14 -0.5 1.9
Q3 1.0 1.0 - 0.5 -0.4 0.3 0.5 1.5 2.0 0.9
Q4 0.7 0.5 - 0.1 0.2 0.1 0.2 1.7 0.2 -
1998 Q1 1.4 1.0 -0.1 0.8 0.3 -0.1 0.6 0.3 26 -1.0
Q2 0.4 1.0 0.2 0.4 -0.6 -0.3 0.5 0.6 1.5
Percentage change on previous month
ILKG ILKQ ILLA
1997 Jul 0.8 1.2 0.7
Aug 0.6 0.4 0.4
Sep 0.2 -0.4 -0.7
Oct 0.8 -0.1 0.5
Nov 0.8 0.3 0.3
Dec 0.3 0.6 0.2
1998 Jan -0.1 1.3 -1.4
Feb -0.4 1.1 0.5
Mar 0.5 0.4 0.5
Apr 0.5 0.7 0.5
May 0.3 . 0.5
Jun -0.6 " 0.6
Jul
GDP = Gross Domestic Product at constant market prices Sales = Retail Sales volume
PFC = Private Finat Consumption at constant market prices CPI = Consumer Prices, components and coverage not uniform among coun-
GFC = Government Final Consumption at constant market prices tries
GFCF = Gross Fixed Capital Formation at constant market prices PPI = Producer Prices (manufacturing)
ChgStk = Change in Stocks at constant market prices Eamnings = Average Eamings (manufacturing), definitions of coverage and
Exports = Exports of goods and services treatment vary among countries
Imports = Imports of goods and services Empl = Total Employment not seasonally adjusted
loP = Industrial Production Unempl = Standardised Unemployment rates: percentage of total workforce

Source: OECD
1 Excludes members of armed forces
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7 World trade in goods’

Export of manufactures Import of manufactures Export of goods Import of goods Total trade
manufact-
Total OECD Other Total QECD Other Total OECD Other Total OECD Other ures  goods
Percentage change on a year earlier
Lz ILJA ILJB ILJC ILJD ILJE  ILJF ILUIG  ILH ILJI ILW LK L ILIM
1990 5.9 5.9 5.5 5.5 5.5 5.4 4.5 5.6 1.6 4.5 5.2 2.8 57 4.5
1991 3.8 25 9.6 52 3.5 10.0 4.0 3.5 5.2 45 32 8.1 4.5 4.2
1992 4.5 37 7.7 51 4.5 6.7 4.5 3.8 6.1 5.0 43 6.7 4.8 4.7
1993 4.2 1.9 13.1 3.3 1.1 9.3 4.2 2.5 8.5 37 14 9.6 3.8 3.9
1994 112 10.2 14.7 12.3 12.8 111 10.1 9.2 12.2 10.6 10.7 10.3 11.7 10.3
1995 9.9 9.8 10.2 9.8 9.3 1.2 8.7 8.7 8.8 8.3 7.3 10.7 9.9 8.5
1996 5.6 6.4 3.0 5.6 7.0 2.2 5.0 6.0 2.7 5.1 6.1 2.6 5.6 5.0
1995 Q1 12.9 13.0 125 13.0 13.4 122 1.5 11.8 10.8 109 10.8 11.2 13.0 11.2
Q2 10.3 10.0 11.2 11.0 10.2 13.0 9.1 8.8 9.7 9.5 8.3 12.4 10.6 9.3
Q3 9.1 8.9 9.9 8.9 8.0 11.3 79 77 8.4 7.7 6.4 10.9 9.1 7.8
Q4 7.0 7.0 6.9 6.2 5.4 8.2 6.0 5.9 6.1 5.0 3.8 8.2 6.6 5.5
1996 Q1 5.6 6.0 4.5 6.1 7.2 3.5 4.8 53 3.6 5.4 5.8 4.4 5.9 5.1
Q2 5.4 6.3 2.4 4.6 6.5 0.3 4.6 5.7 2.1 4.3 57 1.1 5.0 4.5
Q3 6.1 7.5 17 6.8 8.5 2.7 56 71 2.0 5.8 7.2 2.7 6.4 5.7
Q4 6.8 7.8 35 6.2 7.9 2.2 6.2 7.5 3.0 6.1 77 2.3 6.5 6.1
1997 Q1 7.4 7.8 6.2 7.4 75 7.3 6.6 6.8 6.3 6.7 6.5 71 7.4 6.7
Q2 10.8 11.9 71 10.7 11.9 7.6 9.7 10.9 6.6 9.1 10.0 6.9 10.8 9.4
Q3 12.2 123 11.7 . . . 103 10.7 9.4 9.8 10.7 7.6 .
Percentage change on previous quarter
ILIN ILJO ILJP ILJQ ILJR ILJs IJT U IV LW ILIX ILJY ILJZ ILKA
1995 Q1 2.8 3.0 2.3 1.4 0.9 2.6 2.2 2.2 2.1 0.9 0.4 2.1 2.1 1.5
Q2 1.4 11 241 1.9 1.4 3.0 1.0 0.7 1.7 1.9 1.3 3.3 1.6 1.4
Q3 1.2 0.9 19 11 0.9 1.8 1.2 1.1 1.7 1.1 08 1.9 1.2 1.2
Q4 1.5 1.8 0.5 1.7 2.2 0.5 1.4 1.8 0.5 1.1 1.3 0.6 1.6 1.2
1996 Q1 1.5 1.9 -01 12 2.5 -1.8 1.1 17 -0.3 1.2 2.3 -1.5 1.4 1.2
Q2 11 1.4 - 0.5 0.8 -0.2 038 141 0.2 0.8 1.1 - 0.8 0.8
Q3 1.9 2.1 1.2 3.2 2.8 4.3 2.2 2.4 1.6 26 2.2 3.6 25 24
Q4 2.2 2.2 2.3 1.2 1.6 - 1.9 2.1 1.5 1.3 1.8 0.2 17 1.6
1997 Q1 2.0 1.9 2.5 2.4 2.1 3.1 15 1.0 29 1.8 1.2 3.2 2.2 1.7
Q2 4.3 5.3 0.9 3.5 4.9 0.1 3.7 5.0 0.5 3.1 4.4 -0.2 3.9 3.4
Q3 3.1 2.4 5.5 . . . 2.8 2.2 4.2 33 2.9 4.2
1 Data used in the World and OECD aggregates refer to Germany after unifi- Source: OECD
cation
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Final Expenditure Prices Index (Experimental) - July 1998
Contact: David Wall Tel: 0171 533 5823/5827; e-mail: david.wall@ons.gov.uk

Note that further development work, including the adjustment of the Index of Government Prices for productivity change,
is ongoing and the FEP! will be available only as an experimental index until this work has been completed.

Summary The FEPI annual percentage change

The Final Expenditure Prices Index (FEPI) for July 1998 5
shows an annual rate of 1.9 per cent, down from 2.1 per
cent in June. The annual rate of the FEPI reflects
decreases in the annual rates of the Index of Consumer i
Prices (ICP) and the Index of Investment Prices (IIP)
and an increase in the annual rate of the Index of
Government Prices (IGP). 1r

1993 1994 1995 1996 1997 1998
Table A

Final Expenditure Prices Index and components (January 1992=100 and annual percentage change)

Index of Index of Index of Final Expenditure
Consumer Prices Investment Prices Government Prices Prices Index
(IcP) (IP) (IGP) (FEPI)
Annual Annual Annual Annual
percentage percentage percentage percentage
Index change Index change Index change Index change
1998 Feb 118.3 22 11.3r 0.6r 115.9 1.8 116.3 1.8
Mar 1187 23 117 1.0 116.3 2.1 116.7 2,0
Apr 119.3 2.3 112.0r 1.2r 116.3 1.9 17.2 2.1
May 120.0 26 112.4r 1.4r 16.7r 1.7 17.7r 2.2r
Jun 119.8 22 112.6r 1.6 171 2,0 RVAS 2.1r
Jul 119.2 2.1 112.7 1.4 17.0 2.1 117.3 19
The Index of Consumer Prices (ICP) The ICP annual percentage change
Consumer price inflation, as measured by the ICP, was >
2.1 per cent over the 12 months to July, down from 2.2 sl
per cent in June.
3 -
Downward pressure came mainly from prices for: ok
e Transport and communication, whose 12-month
rate fell from 3.1 to 2.2 per cent, r
e Clothing and footwear, whose 12-month rate fell 0
from0.3t0-1.0 per Cent; 1993 1994 1995 1996 1997 1998

e Recreation, entertainment and education, whose
12-month rate fell from 0.2 to 0.1 per cent.

Some upward pressure came from:

e Household goods and services, whose 12-month
rate rose from 1.2 to 1.6 per cent;

e Food, whose 12-month rate rose from 1.2 to 1.3
per cent.
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The Index of Investment Prices (lIP)

Investment price inflation, as measured by the IIP, was

1.4 per cent over the 12 months to July, down from 1.6

per cent in June.

Downward pressure on the 12-month rate came mainly

from:

e  New buildings and works, whose 12-month rate fell
from 5.3 per cent to 4.9 per centin July;

e New dwellings, whose 12-month rate fell from 8.8
per cent to 8.1 per cent in July.

Some upward pressure came from:

e Vehicles, whose 12-month rate rose from 1.6 per
cent to 2.2 per cent in July.

e Plant and Machinery whose 12-month rate rose
from -5.3 per cent in June to -5.1 per cent in July.
Note, the annual rate has been negative since June
1996, reflecting the impact of Sterling’s strength on
import prices.

The IIP annual percentage change
8

5_

a4t

[/

2+

1993 1994 1995 1996 1997 1998

The Index of Government Prices (IGP)

Inflation  affecting Government expenditure, as
measured by the IGP, was 2.1 per cent over the 12
months to July, up from 2.0 per cent in June. See note
6.

The IGP annual percentage change
5

1993 1994 1995 1996 1997 1998
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Comparison between the FEPI and other
inflation measures
Table B
Measures of Inflation (annual percentage changes)

FEPI| RPIX HICP PP!

1998 Feb 1.8 2.6 1.5 0.7
Mar 2.0 2.6 1.6 1.0

Apr 2.1 3.0 1.9 0.9

May 2.2 3.2 2.0 0.8

Jun 21 2.8 1.7 1.0

Jul 1.9 2.6 1.5 0.8

NOTES

1. The headline measure of inflation is the Retail Prices
Index (RPI). The RPI should be used as the main indicator of
inflation affecting average households.

2. The Final Expenditure Prices Index (FEPI) is a measure
of the change in the prices paid by UK consumers, business
and Government for final purchases of goods and services.
Intermediate purchases by business are excluded. The FEPI
is made up of three components:

The Index of Consumer Prices (ICP)

The Index of Investment Prices (IIP)

The Index of Government Prices (IGP).

3. The ICP measures inflation affecting all consumers in the
UK. The price indicators used in the ICP are taken mainly
from the Retail Prices Index (RPI).

4. ThellP is a measure of the change in the prices paid for
capital goods by business and by Government. It also covers
new construction projects and dwellings built for consumers,
business and government. The price indicators used are
mainly Producer Price Indices (PPIs), Construction Output
Price Indices and an average house price indicator.

5. The IGP measures inflation affecting Government. It
covers expenditure by Central and Local Government on pay
and on procurement. The price indicators used are mainly
Average Earnings Indices (to reflect labour costs), PPIs and
RPIs (to reflect the cost of goods consumed by Government).

6. Care should be taken when interpreting monthly
movements in the IGP. This index is particularly volatile on a
month-to-month basis, so a fall one month is often offset by a
rise the next and vice-versa. The data are of greatest value if
trends rather than individual monthly movements are
observed.

7. An article describing the development and composition of
the FEPI is included in Economic Trends, No 526, September
1997. Longer runs of the FEPI back to January 1992, are
available in computer readable form from the ONS Sales
Office (telephone 0171 533 5670) or on paper from David Wall.




1 Final Expenditure Prices Index (Experimental)

Index of Index of Index of Final Annual percentage changes
Consumer Investment Government Expenditure
Prices Prices Prices Prices Index
ICP 1P IGP FEPI ICP liP IGP FEPI
January 1892=100
Weights
1996 604 164 232 1000
1997 605 165 230 1000
1998 605 169 226 1000
CUSE CUSK CUsO cusp CGAZ CGBF CGBJ CGBK
1996 Jul 113.9 110.1 1123 112.7 2.7 2.6 1.9 2.5
Aug 114.5 110.6 112.6 113.2 2.7 2.6 2.1 2.5
Sep 115.2 110.4 112.3 113.5 2.8 2.1 1.8 2.4
Oct 115.2 110.6 112.7 113.6 3.0 24 1.9 2.6
Nov 115.3 109.7 1131 113.6 3.0 1.2 2.0 2.5
Dec 115.6 110.1 113.3 113.9 2.8 1.4 1.7 2.2
1997 Jan 115.3 110.4 113.7 113.9 2.7 1.3 1.9 2.3
Feb 115.7 110.6 1138 114.2 2.5 1.2 2.0 2.2
Mar 116.0 110.6 113.9 114.4 2.3 0.9 1.5 1.9
Apr 116.6 110.7 1141 114.8 2.2 0.4 1.9 1.9
May 117.0 110.8 114.7 115.2 2.3 0.6 2.1 1.9
Jun 117.2 110.8 114.8 115.3 2.3 0.6 1.8 1.9
Jul 116.7 1111 114.6 115.1 25 0.9 2.0 241
Aug 117.5 111.2 114.6 115.5 2.6 0.5 1.8 2.0
Sep 1179 111.4 114.9 115.9 2.3 0.9 23 2.1
Oct 118.0 111.2 115.1 115.9 24 0.5 241 2.0
Nov 117.9 11141 115.6 116.0 2.3 1.3 22 2.1
Dec 118.1 1111 115.6 116.1 2.2 0.9 2.0 1.9
1998 Jan 117.6 111.3r 116.2 116.0 2.0 0.8r 2.2 1.8
Feb 1183 111.3r 115.9 116.3 2.2 0.6r 1.8 1.8
Mar 118.7 111.7 116.3 116.7 2.3 1.0 241 2.0
Apr 119.3 112.0r 116.3 117.2 2.3 i.2r 19 2.1
May 120.0 112.4r 116.7r 117.7r 2.6 1.4r 1.7 2.2r
Jun 119.8 112.6r 11741 117.7r 2.2 1.6r 2.0 21r
Jul 119.2 112.7 117.0 117.3 2.1 1.4 2.1 1.9
The symbol r denotes revisions to previous months' data
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2 FEPI - Index of Consumer Prices (Experimental)

Household Transport Recreation, Other Index of
Clothing Fuel Goods and Entertain- Goods Consumer
Alcoholic and and and Communi- ment and and Prices
Food Drink Tobacco Footwear Housing Power Services cation Education Services ICP
January 1992=100
Weights
1996 128 70 30 67 85 40 72 190 113 205 1000
1997 126 68 30 67 90 39 71 189 119 201 1000
1998 127 68 29 67 87 39 71 188 118 205 1000
CURU CURV CURW CURX CURY CURZ CUSA cuss cusc CusD CUSE
1996 Jul 110.7 118.4 139.6 99.2 121.9 105.9 108.8 114.3 108.9 118.9 113.9
Aug 111.8 118.3 139.8 100.5 122.0 105.7 1101 115.1 109.2 119.4 114.5
Sep 110.8 118.5 140.1 105.4 122.1 105.8 110.8 116.3 109.6 119.9 115.2
Oct 110.1 118.8 140.2 105.5 122.2 105.6 110.4 116.4 109.8 120.3 115.2
Nov 109.7 118.6 140.0 106.6 1224 105.0 111.4 116.0 110.1 120.4 115.3
Dec 109.7 118.0 142.8 106.6 122.5 104.8 112.3 116.7 1101 120.7 115.6
1997 Jan 110.6 118.6 145.6 100.5 1234 104.2 108.8 117.5 109.9 120.7 115.3
Feb 110.3 119.3 146.2 102.0 123.6 104.3 109.7 118.1 11041 121.2 115.7
Mar 109.8 119.2 146.6 104.0 123.9 104.4 1117 118.0 109.9 121.6 116.0
Apr 110.2 119.7 148.3 105.5 125.8 104.2 111.1 118.0 110.3 122.4 116.6
May 110.9 120.4 148.9 106.0 126.0 103.7 111.6 118.1 110.5 123.0 117.0
Jun 111.8 120.6 149.2 105.4 126.2 103.3 111.4 118.5 110.5 123.3 117.2
Jul 111.3 121.1 149.3 100.3 126.2 102.8 109.6 119.4 110.3 123.4 116.7
Aug 112.6 121.3 151.2 102.3 126.4 102.8 110.8 120.0 110.2 124.0 117.5
Sep 112.2 121.4 151.5 106.3 126.6 100.0 111.6 120.4 110.7 124.4 117.9
Oct 112.2 121.7 151.7 106.0 126.8 100.0 111.4 120.3 110.8 124.8 118.0
Nov 111.6 121.1 151.8 107.2 126.9 99.6 112.3 120.0 110.7 124.8 117.9
Dec 111.7 120.6 155.1 106.7 127.0 99.1 113.2 120.0 110.7 125.2 118.1
1998 Jan 111.7 122.1 159.3 99.7 127.3 98.4 109.8 120.6 110.3 125.4 117.6
Feb 111.7 123.1 159.5 102.0 127.4 98.7 111.5 120.8 110.5 126.4 118.3
Mar 111.5 123.5 159.5 104.1 127.6 98.9 113.1 120.8 110.4 126.9 118.7
Apr 111.8 123.6 162.1 105.0 129.9 98.9 1121 1221 110.8 127.6 119.3
May 113.5 124.5 162.6 106.0 130.1 98.3 1133 122.3 1111 128.1 120.0
Jun 113.1 124.4 162.8 105.7 130.2 97.6 112.7 122.2 110.7 128.4 119.8
Jul 112.8 | 124.9 163.0 99.3 1304 97.3 111.4 122.0 110.4 128.6 119.2
Annual Percentage Changes
Household Transport Recreation Other Index of
Clothing Fuel Goods and Entertain- Goods Consumer
Alcoholic and and and Communi- ment and and Prices
Food Drink Tobacco Footwear Housing Power Services cation Education Services ICP
CGAP CGAQ CGAR CGAS CGAT CGAU CGAV CGAW CGAX CGAY CGAZ
1996 Jul 3.9 2.9 6.5 -1 37 0.6 24 22 1.8 3.6 27
Aug 3.2 2.8 6.6 -1.3 3.4 0.4 24 3.0 1.9 3.6 27
Sep 2.1 2.7 6.9 -0.5 3.4 0.3 1.8 4.2 1.6 3.5 2.8
Oct 2.6 2.4 7.0 -0.2 3.6 0.2 1.9 5.0 1.8 3.8 3.0
Nov 2.0 2.9 6.9 0.3 3.6 -0.4 1.9 5.2 2.0 3.7 3.0
Dec 1.2 3.3 6.4 0.2 3.7 -0.7 1.7 44 1.7 3.5 2.8
1997 Jan 1.5 3.0 6.4 0.2 4.1 -1.3 1.6 42 1.6 34 2.7
Feb 0.2 2.8 8.4 0.7 4.2 -1.2 0.8 45 1.4 3.3 2.5
Mar -1.2 2.5 6.6 1.3 4.4 -1.2 1.3 4.2 1.0 3.3 2.3
Apr -0.9 2.5 6.9 1.2 4.1 -1.4 1.3 36 0.9 34 2.2
May -1.1 2.7 6.7 1.5 4.1 -1.8 1.0 3.3 1.1 3.6 2.3
Jun -0.3 24 6.7 1.1 4.0 —2.4 0.7 3.6 1.1 3.7 2.3
Jul 0.5 23 6.9 1.1 35 -29 0.7 45 1.3 38 2.5
Aug 0.7 25 8.2 1.8 36 2.7 0.6 43 0.9 3.9 2.6
Sep 1.3 2.4 8.1 0.9 3.7 -5.5 0.7 35 1.0 38 2.3
Oct 1.9 24 8.2 0.5 3.8 -5.3 0.9 3.4 0.9 37 24
Nov 17 2.1 8.4 0.6 3.7 -51 0.8 34 0.5 3.7 2.3
Dec 1.8 2.2 8.6 0.1 37 -5.4 0.8 2.8 0.5 3.7 2.2
1998 Jan 1.0 3.0 9.4 -0.8 3.2 -5.6 0.9 2.6 0.4 3.9 2.0
Feb 1.3 3.2 9.1 - 3.1 5.4 1.6 2.3 0.4 4.3 2.2
Mar 1.5 3.6 8.8 0.1 3.0 5.3 1.3 2.4 0.5 4.4 2.3
Apr 1.5 3.3 9.3 -0.5 3.3 -5.1 0.9 35 0.5 4.2 2.3
May 2.3 3.4 9.2 - 3.3 5.2 1.5 3.6 0.5 4.1 2.6
Jun 1.2 3.2 9.1 0.3 3.2 -55 1.2 3.1 0.2 4.1 2.2
Jul 1.3 3.1 9.2 -1.0 3.3 -5.4 1.6 22 0.1 4.2 2.1

The symbol r denotes revisions to previous months' data
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3 FEPI - Index of Investment Prices (Experimental)

Transfer Costs Index of
Plant and New Buildings of Land Investment Prices
Machinery Vehicles, etc and Works and Buildings New Dweliings 114
January 1992=100
Weights
1996 378 108 266 38 209 1000
1997 390 103 267 33 207 1000
1998 387 103 277 37 196 1000
CUSG CUSH CUSF cusl cusJ CUSK
1996 Jul 113.5 119.0 106.5 138.1 102.0 110.1
Aug 114.0 119.6 106.9 139.2 102.7 110.6
Sep 113.1 119.7 107.3 139.3 102.7 110.4
Oct 113.0 119.2 107.7 140.9 102.8 1106
Nov 110.6 117.6 108.1 140.9 103.0 109.7
Dec 111.0 117.5 108.5 141.0 103.8 110.1
1997 Jan 1111 118.2 108.8 139.3 104.3 110.4
Feb 111.2 118.7 109.1 141.8 104.4 110.6
Mar 110.1 118.9 109.4 142.2 105.6 110.6
Apr 109.8 118.5 109.5 142.8 106.9 110.7
May 109.4 118.5 109.4 144.8 107.6 110.8
Jun 108.8 118.3 109.4 144.9 108.6 110.8
Jul 108.0 118.1 110.2 150.8 109.8 1111
Aug 107.2 118.4 111.1 151.9 110.5 111.2
Sep 1071 118.6 111.5 153.4 110.6 111.4
Oct 106.6 118.4 112.0 152.2 110.4 111.2
Nov 105.9 118.1 112.4 153.1 110.5 111.1
Dec 105.8 118.5 112.8 152.2 110.5 111.1
1998 Jan 105.6 119.1 1133 151.7r 110.6r 111.3r
Feb 105.0 118.8 113.8 153.6r 111.2r 111.3r
Mar 104.5 119.5r 114.3 154.9 1131 117
Apr 103.7 119.3r 114.6 159.6r 115.0r 112.0r
May 103.8 120.5r 114.9 160.3r 115.9r 112.4r
Jun 103.0r 120.2r 115.2 160.9r 118.2r 112.6r
Jul 102.5 120.7 115.6 163.0 118.7 112.7
Annual Percentage Changes
Transfer Costs Index of
Plant and New Buildings of Land Investment Prices
Machinery Vehicles, etc and Works and Buildings New Dwellings P
CGBB CGBC CGBA CGBD CGBE CGBF
1996 Jul -2.2 28 7.9 6.3 3.6 2.6
Aug -2.0 2.2 71 71 44 2.6
Sep -2.9 22 6.4 6.9 47 2.1
Oct -2.3 1.8 6.0 8.6 5.0 2.4
Nov -4.8 0.3 5.6 8.4 5.5 1.2
Dec —4.5 -0.3 5.1 9.6 6.6 14
1997 Jan —-4.8 -0.3 4.9 9.6 7.0 1.3
Feb —4.4 - 47 9.2 6.3 1.2
Mar -5.1 0.1 4.4 9.0 6.3 0.9
Apr -5.9 —0.6 4.1 52 6.8 0.4
May -5.2 —0.5 3.5 6.6 7.1 0.6
Jun -5.1 -0.5 3.1 6.9 7.4 0.6
Jul —4.8 -0.8 35 9.2 7.6 0.9
Aug -6.0 -1.0 3.9 9.1 7.6 0.5
Sep -5.3 -0.8 3.9 101 7.7 0.9
Oct -57 0.7 4.0 8.0 7.4 0.5
Nov -4.2 0.4 4.0 8.7 7.3 1.3
Dec -4.7 0.9 4.0 7.9 6.5 0.9
1998 Jan -5.0 0.8 4.1 8.9r 6.0r 0.8r
Feb -5.6 0.1 4.3 8.3r 6.5¢ 0.6r
Mar -5.1 0.5r 4.5 8.9 741 1.0
Apr -5.6 0.7r 47 11.8r 7.6r 1.2r
May -5.1 1.7r 5.0 10.7r 7.7r 1.4r
Jun -5.3r 1.6r 53 11.0r 8.8r 1.6r
Jul -5.1 2.2 49 8.1 8.1 1.4
The symbol r denotes revisions to previous months’ data
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4 FEPI - Index of Government Prices (Experimental)

Annual percentage changes

Index of Index of
Local Central Government Local Central Government
Government Government Education Prices Government Government Education Prices
Total Total Grants IGP Totat Total Grants IGP
January 1992=100
Weights
1996 344 597 59 1000
1997 347 589 64 1000
1998 342 591 67 1000
CuSsL Ccusm CUSN CUSO CGBG CGBH CGBI CGBJ
1996 Jul 114.3 110.9 114.5 112.3 2.0 1.9 1.7 1.8
Aug 1141 111.5 114.6 112.6 1.8 2.3 1.8 2.1
Sep 1144 110.9 1146 112.3 2.1 1.6 1.8 1.8
Oct 1145 111.5 114.6 112.7 2.1 1.7 18 1.9
Nov 115.2 1116 114.8 1131 2.4 1.7 2.0 2.0
Dec 114.9 112.3 114.9 113.3 2.0 1.6 2.0 1.7
1997 Jan 1154 112.6 115.5 113.7 2.4 1.6 1.9 1.9
Feb 115.5 112.7 1155 113.8 2.4 1.7 1.9 2.0
Mar 116.0 112.6 115.5 113.9 2.7 0.9 1.9 1.5
Apr 115.7 112.9 1155 1141 2.6 1.3 1.9 19
May 117.0 113.2 116.5 114.7 2.4 2.0 19 21
Jun 117.6 112.9 116.5 114.8 2.4 1.3 1.9 1.8
Jul 117.0 112.7 118.5 114.6 24 1.6 3.5 2.0
Aug 117.2 112.7 118.5 114.6 2.7 1.1 34 1.8
Sep 117.2 113.2 118.6 114.9 2.7 2.1 3.5 2.3
Oct 117.5 113.4 118.6 1151 2.6 1.7 3.5 2.1
Nov 118.4 113.6 118.6 1156 2.8 1.8 3.3 2.2
Dec 117.8 113.9 118.7 115.6 2.5 14 3.3 2.0
1998 Jan 118.3 114.6 119.8 116.2 2.5 1.8 3.7 2.2
Feb 118.2 114.1 119.8 115.9 2.3 1.2 3.7 1.8
Mar 118.9 114.4 119.7 116.3 25 1.6 3.6 2.1
Apr 118.6r 114.7 119.8 116.3 2.51 1.6 3.7 1.9
May 120.1 114.3r 120.7 116.7r 2.6 1.0r 3.6 1.7
Jun 120.7r 114.7r 120.6 1171 2.6 1.6r 3.5 2.0
Jui 120.4 114.6 120.6 117.0 2.9 1.7 1.8 2.1

The symboal r denotes revisions to previous months’ data
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contrast with manufacturing, the ONS does not produce a figure
on service sector sales at a detailed level so it is often necessary
to supplement ONS data with other sources such as trade
association lists. As table 1 shows this means random sampling
is impractical in most cases, even though it is preferable from a
statistical viewpoint. Lack of resources adds a further constraint;
something which the UK shares with most other countries.

Data collection procedures

Inview of the difficulties, the practice, in this country and elsewhere,
is to adopt a flexible approach in the development of data collection
methodology. A development team researches industries
individually to draw up a sampling frame and sampling scheme
and to establish a suitable format for price returns before the start
of any data collection. This will normally involve liaison with the
relevant trade association and visits to companies. Where a
suitable source of price data already exists (as, for example, with
contract car hire and property rental values), its use will be
considered but, in the majority of cases, collection is done in-house.
Currently, all in-house collection is from service suppliers, as
opposed to customers. There is then a ‘proving’ period for new
services (usually a year), following which series are included in
the prototype quarterly summary of CSP] data that is circulated
within government. After another year, they are normally released
for general publication.

A variety of different approaches to price measurement is used
but, in broad terms, the procedure is to ask the companies sampled
to select a representative service and type of transaction under
each sub-division of the activity being surveyed that is relevant to
them. Quarterly price updates, most of which are returned via a
Telephone Data Entry System, are then used as indicators of the
company’s price movements for the whole sub-division.

Nature of the difficulties of price collection

The goal of the CSP!I is to show the inflationary trend underlying
the prices that companies are charging, i.e. the price changes
that apply, or would apply, to a fixed basket of services, sold to the
same type of customer, under the same conditions, through time.

With many service industries, it is far from straightforward to
achieve this in practice. The main causes of difficulty are:-

® quality adjustment. Making like-for-like price

comparisons will often entail a ‘quality adjustment’, i.e.
placing a value on any changes in the specification of
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the service being monitored, which is then offset against
the price. The pace of technical change can sometimes
make this very difficult, especially in computing.

discounts. Contributors are often tempted to quote
list prices or standard rates, both because that may be
an easy option and because market discounts may be
seen as confidential. In general, however, they are
unsuitable as they can be a poor guide to the prices
that companies actually charge in the marketplace. For
example, in accountancy, discounts of around 15% are
currently common and these tend to vary over the
economic cycle.

one-off services. An inherent feature of consulting-
type industries, and others such as law and
accountancy, is that it may be rare for companies to
repeat precisely the same assignment or service. It
can therefore be difficult to attempt to measure the
underlying price trend and a balance may need to be
struck between the theoretical ideal and what is practical
for respondents.

capturing productivity changes. In many of the
industries where business tends to be in the form of
one-off services (e.g. accountancy and law), it is
common to charge clients an hourly fee. This can
provide a convenient basis for price returns to the
ONS but, on its own, fails to allow for the effect of
productivity gains in reducing the number of man-hours
needed to provide the same service. In particular,
improved computer systems and software can have a
significant impact.

large number of small businesses. Small firms make
up an important part of many service industries. In
accountancy, for example, there are around 18,000
firms with fewer than ten employees and these
contribute just under 20% of the industry’s turnover in
the corporate sector. This means that relatively large
samples may be needed to achieve good industry
coverage and gives added significance to the
restrictions in the ONS Business Charter on data
collection from small businesses.

constructing samples difficult. The difficulties of
sampling in service industries have already been
mentioned and are also discussed in the article by Price.







The need to report discounted prices is also stressed where other
approaches such as ‘model’ or estimated prices or hourly fee rates
are used; it is a key consideration in any decision over the possible
use of an external source of data.

Although the aim is for a more complete evaluation at a later date,
the evidence is that, in most cases, the ONS is successful in
obtaining information on actual market prices. In general, the
office enjoys a high degree of trust and the fact that collection
methods are developed in consulation with companies and/or
trade associations also helps to ensure contributors’ cooperation.

One-off services/productivity changes: ‘model prices’

Along with quality adjustment, development of practical
solutions to the treatment of one-off services is one of the most
problematic issues in the collection of service prices. Useful
progress has been made but work is still being done to refine
the solutions adopted, particularly for accountancy, law and
consulting engineering.

The ‘standard’ approach is to ask contributors to re-price a specific
assignment, as if they were quoting for an actual customer. This
may be either notional or one that was actually undertaken. In the
more straightforward cases, such as secretarial services or
translation, it is normally reasonably easy for respondents to use
their knowledge of current costs and market conditions to provide
realistic quotes in this way.

However, as Price’s article explains, in industries such as
consulting engineering and accountancy, where there is often less
similarity between individual assignments and preparing accurate
estimates is more time-consuming, this approach is generally seen
as too burdensome. The experience in other countries, such as
the USA, Canada and Australia, appears to have been similar
and the usual solution is to use hourly fee income, adjusted for
productivity changes if possible, to indicate the movements in the
prices of actual services.

The approach initially developed by the ONS was to split an activity
such as accountancy into its main subcategories (e.g. tax
consultancy, insolvency work) and collect the actual hourly fee
income achieved by contributors in each. This has enabled data
collection in accountancy and consulting engineering to take place
but as Price stated, it can involve averaging over different types
of assignments and, in practice, this has proved a disadvantage.
The resulting price indicators have often proved volatile, particularly
at lower levels of aggregation. They also require supplementary
information if productivity gains are to be taken into account.
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A more promising alternative is for contributors to give a re-estimate
for an actual or hypothetical job, using a simple model, based on
the estimated market rates for the three or four main grades of
personnel involved. This is combined with a request for
contributors to assess whether there has been any change in the
number of hours they would need to complete that type of
assignment- perhaps because of better IT systems. Work to refine
this approach further is currently under way and that will be followed
by a fuller evaluation. In this, particular attention will be paid to
the issue of attempting to monitor productivity change across each
industry as a whole.

Small businesses: ONS Business Charter

As Table 1 shows, where there are good enough turnover data on
individual industries, samples are stratified and companies
weighted according to the significance of the sizeband they fall
into, rather than their own turnover. This helps to ensure indices
reflect the balance between small and large companies. However,
given current resource levels, the inclusion of large numbers of
small companies in the survey is not practical, despite their
importance in the service sector. An important factor in this are
the specific guarantees given in the ONS Business Charter to
companies with fewer than ten employees. These can now only
be selected for one ONS postal survey at a time and must be
rotated out after a maximum of fifteen months. After that, they are
given a three year exemption from all ONS postal surveys.

Introducing new contributors into the CSPI is a resource-intensive
process. Close cooperation with contributors is often needed to
ensure that they provide reliable data, especially in the early
stages. The policy has, therefore, been to avoid sampling
businesses with fewer than ten employees, unless there is strong
evidence that their prices are likely to move differently from those
of larger companies. This means that, currently, the only collection
from these very small companies is in the initial sample for
Translation Services (in SIC 74.83), where a small number have
been included for evaluation. In the longer term, the aim is for
further investigation into the need to include smaller companies
and this should help to identify priority areas for any top-up
recruitment of extra contributors.

CSPI outputs and their usage

Twelve series, identified in Table 1 are now released for general
publication and appear in the ONS’s business monitor MM22:
Producer Price Indices. Five of these, namely: Bus and Coach
Hire, Industrial Cleaning, Road Freight, Waste Disposal and
Security Services are also used as deflators in the calculation of



















The corresponding What-If graphs appearing in the Background
Notes of the Release are shown below. Estimates of trends at the
end of series are subject to revision as new data become available.
The graphs give an indication of the likely extent of these revisions.
They have been constructed by making statistical estimates of the
range of values the next data paint is likely to fall within. The resultant
extended series have been used to calculate the corresponding
likely range of revised trend estimates. This methodology is strictly
limited in scope. The range does not take account of revisions
which might arise from data revisions (there are no such revisions
for the Labour Force Survey which is the source of employment
and ILO unemployment data) or seasonal adjustment.

International practice

A survey of international practice was conducted as part of the
short term trend estimation project. Questionnaire forms were sent
to 23 national statistical institutes (NSls) in late 1996 and 21
responses were received. Twelve of the 21 respondents currently
produce trends. Of the 9 who do not produce trends, 4 are
considering doing so. Reasons cited for not producing trends were
lack of customer demand, lack of research resources and the
difficutty in selecting an appropriate trend estimation method which
is suitable for all users.

There are no universally accepted models for decomposing time
series info seasonal, irregular and trend components and
responses reflect that. The survey showed that several trend
estimation procedures were used by NSls: five used the trend
calculated by X11/X11ARIMA (X11ARIMA is the standard
computer software package for seasonally adjusting official
statistics in the UK) as part of the seasonal adjustment process.
Other methods included applying Henderson trends to seasonally
adjusted series and using the trend output from the seasonal
adjustment packages TRAMO-SEATS and BV4. Most NSI's were
considering changing their current method.

Eleven of the 12 producers of trends published them. Most
presented trends both graphically and as series of numbers in
publications. In most cases, the graphs showed the trend as a
solid line together with the seasonally adjusted series. The
exceptions included a trend with the last few values shown as
dots, the trend shown with successive revisions and the trend
with the last point shown as missing. The Australian Bureau of
Statistics also showed a What-If style graph.

A report based on the questionnaire responses from National
Statistical Institutes in 21countries is available ('Trend Estimation
Practices of National Statistical Institutes’, Knowles,1997).

When should we produce trends?

The research project mentioned above concentrated on methods
of estimation and presentation of trends; it did not attempt to assess
which economic time series were suitable for presenting trends.
in practice, it is a matter of judgment whether to present trends for
a particular series in a First Release; decisions will be made on a
case-by-case basis by the ONS business areas responsible for
the Releases. This section provides some technical analyses to
take into account.

The starting point is to review the list of evaluative criteria used in
the research project. These criteria were originally chosen to
enable different estimation procedures to be compared. The idea
now, is to use the criteria to define thresholds, beyond which it
would be wise to investigate further, before proceeding to publish
trends. For example, in the project, speed of detection of turning
points was compared for different trend estimation methods. This
can now be restated as: if, on average, the trend estimated using
the recommended method took more than four months to identify
turning points for a particular series, then one might consider the
trend to be less suitable for publication. The thresholds have been
set by looking at the results of applying standard trend estimation
methods to simulated series. Reader's views on their
appropriateness are invited.

Applying the logic above, the following list of desirable
characteristics has been drawn up:

@ speed of detection of turning points - turning points
should be detected, on average, in less than 4 months;

@ proportion of false turning points - there should be
no more than one false turning point (a turning point
shown which subsequently gets revised away when
more data becomes available) per year, on average (ie
less than 9% of the time);

@ smoothness - if the proportion of variation in the time
series attributable to irregular movement as a proportion
of variation due to trend is less than one then the
seasonally adjusted series may be considered smooth
enough already, with little scope for adding
presentational value by showing trends;

® minimal revisions - no numerical guidance can be

given, but the table later in this article provides the
magnitudes of revisions at different lags;
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@ Dbias - revisions to trend estimates should not be biased
(a t-test, corrected for first order serial correlation in
the residuals is used for the table below - see the main
project report or contact the author of this article for
further details);

@ seasonally adjusted series published - if seasonally
adjusted series are not published for a particular series,
then it is recommended that trend estimates are not
gither;

@ data revisions - if source data for a series is subject to
revision then trends will be revised when the underlying
data is revised and will be less reliable. This might, but
need not necessarily, mean that trends should not be
presented. It does, however, mean that a What-if graph
(an optional addition in the standards) could be
considered misleading.

The trend estimation methods should be used to estimate the
level of the trend and are less reliable for estimating changes in
the trend. For series where there is a strong user demand for
trend growth rates this is an important consideration.

Testing real economic time series against the criteria

In this section we test the criteria defined above against key series
in ONS monthly economic First Releases. Results of the tests
are presented in the table below, with those for particular attention
highlighted in bold. Accompanying the table is a series of graphs
showing recent data for each of the series with trends and
seasonally adjusted series presented in the recommended way,
as they would appear in a First Release.

It should be stressed that this testing is exploratory in nature and
is not prescriptive in its conclusions. The period analysed for each
series was short and all results should be treated with caution.
For some series only a single turning point occurred during the
period tested and so results relating to speed of detection of turning
points are particularly problematic and should be given little weight.
It should also be noted that while revisions were unbiased for
each series over the whole test period, revisions were not always
independent of phase of the economic cycle.

Comments on the results of the testing for each of the First
Releases follow.
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Labour Market Statistics
(Series tested: Employment; ILO Unemployment; Claimant Count;
Average Earnings).

Trends are currently shown for Employment and ILO
Unemployment rates and What-If graphs are shown in the
Background Notes. The estimation method used is the standard
one. The Labour Force Survey has only been quarterly since the
end of 1991 and so the series is too short for testing.

It has been decided not to include trends for the claimant count
serigs in the Release because the seasonally adjusted series is
already very smooth. With the average earnings series, the key
technical issue is the user focus on growth rates rather than trend
levels.

UK Trade

(Serfes tested: Balance of Trade; Balance on Trade in Goods;
Value of Exports of Goods; Value of Imports of Goods; Volume of
Exports of Goods; Volume of Imports of Goods; Volume of Non-
EU Exports of Goods; Volume of Non-EU Imports of Goods.)

Trends are currently shown in the First Release for each of the
series listed. Trends are currently estimated using a non-standard
method; applying a 13 term Henderson trend to the seasonally
adjusted data. It has not been possible to test the headline
overseas trade in goods and services balance because monthly
data are only available from the beginning of 1993.

A notable result of the testing is that trend estimates lead to false
turning points 11% of the time for the Balance of Trade in Goods
series. This is because the series is volatile and contains a
disproportionately high number of sudden, sustained shifts in level.
A trend estimate for the most recent month is, on average, likely
to be £100m different to the final estimate when all future values
affecting its estimation become known. This estimate of the likely
magnitude of revisions takes no account of data revisions or indeed
revisions caused by a reassessment of the seasonal adjustments.

Index of Production
(Series tested: Index of Production; Index of Manufacturing.)

Trends for the Index of Production and the Index of Manufacturing
are not currently shown in the First Release, although they form
part of the oral briefing to the Press on their day of release. The
method of estimation currently used is the non-standard one of
applying a Kalman filter with fixed interval smoothing to a local
linear trend model.













Testing time series against critevia for the approprateness of producing tvends I

FIRST RELEASE Months for Test! Average  Proportion Average absolute difference between the final Does the Seasonally
SERIES cyclical Smoothness Length number of of false trend estimate and the following source adjusted
dominance (/C of months to turning (units data consistent with graphs) Biased? data get series
(MCD) Ratio) series detect a points 1st 2nd 3rd 4th revised? published?
(months) turning point (%) estimate estimate estimate estimate

Labour Market Statistics
ILO Employment 1 0.48 0 b o e e bl i e No Yes
ILO Unemployment 1 0.84 0 i e e i e e i No Yes
Claimant Count 1 0.19 96 1.0 0 9.8 5.8 46 4.3 No No Yes
Average earnings index 1 0.38 96 0.0 0 0.16 0.1 0.07 0.05 No YES Yes
UK Trade
Balance of trade 12 6.57 0 rE b e e e . x Yes Yes
Balance of trade in goods 8 4.71 96 3.0 1 £108m £73m £44m £23m No Yes Yes
Value of Exports of goods 3 2.26 96 3.7 5 £88m £56m £32m £18m No Yes Yes
Value of Imports of goods 3 1.62 96 3.7 2 £109m £72m £42 £21 No Yes Yes
Volume of Exports of goods 4 2.53 96 4.0 6 0.64 0.43 0.27 0.16 No Yes Yes
Volume of imports of goods 3 2.07 96 4.0 3 0.72 0.48 0.27 0.14 No Yes Yes
Volume of Non-EU exports

of goods 5 2.81 53 5.0 2 0.83 0.58 0.37 0.22 No Yes Yes
Volume of Non-EU imports

of goods 4 2.06 53 3.0 0 1.37 0.88 0.50 0.22 No Yes Yes
Index of Production
index of Production 3 2.04 75 4.0 3 0.23 0.15 0.09 0.05 No Yes Yes
Index of Manufacturing 3 1.54 75 2.0 9 0.27 0.17 0.1 0.07 No Yes Yes
Retail Sales 3 1.59 75 5.0 0.29 0.2 0.13 0.09 No Yes Yes
Travel and Tourism
Overseas residents’ visits to UK 6 2.74 72 43 4 23 17 10 6 No Yes Yes
UK residents’ visits abroad 5 3.34 72 4.3 3 48 31 18 9 No Yes Yes
Engineering Turnover 2.18 75 4.2 0.8 0.52 03 0.15 No Yes Yes
Motor Vehicle Production
Total Car Production 2.88 96 3.7 2.5 1.7 1 0.5 No Small Yes
Machine Tools 3.21 75 3.7 1.2 0.81 0.5 0.27 No Yes Yes
Producer Prices 1 0.45 96 0.0 0.16 0.1 0.06 0.05 No Yes Yes
Retail Prices Index dekk ¥k 0 ek h *dkk *hKk TRk kkk *hk *kk No NO
Public Sector Finances
Public Sectot Net Cash
Requirement *kk Jede e 0 *hk *kk *kk Jedke ke ok %k *kk No N0 g

1 Test period is in addition to 6 years of data
















