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substantially from the 0.8 per cent recorded in quarter three {figure 4).
Robust retail sales data continues to be supported by strong borrowing,
quarterly growth in gross consumsr credit was 2.6 per cent in quarter
thres, down from 3.3 per centin quarter two. It is only extemnal figures that
are a littls waaker. Both British Retall Consortium (BRC) and CBI figures
continue to show sales weaker than this time last year, although a degres
of improvement in latest months. Consumer confidence showed increased
optimism through the start of the year, but this has now stallad.
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More generally the prolongad period of high growth in consumer cradit
shows that the present level of consumer demand Is supported by continuied
adkdition to the stock of household debt. Debt to income ratios continue at
histeric highs, As a result household demandis at feast partly dependent
on bank and building societies’ willingness to lend and on houssholds
continuing te be able to mest the interest payments on previous and rew
borrowing. Many emphasise though that with interast rates low, these

debt servicing costs continue to remain relatively low.
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Part of this willingness to take on adkditioral debt appears to be related to
the very strong growth of house prices; hera both the Nationwide and
Halifax figures show annual inflation at around 24 per cent. Figure 5
shaws contlicting monthly changes for the measures, with Halifax showing
very shaip increases over the past two months but Nationwide showing
slightly slowing increases. Both agree that the house price inflation has
not ceased,

Business demand

In contrast to household demand, but echoing the position around the
worid, UK business investment demandis continuing to fall sharply relative
to a year arlier.

Latest provisional figires business investrment fell by 2.8 per cent between
the second and third quarters of 2002, the saventh consecutive fall.
Compared with the same quarter a year ago the decline was 12.4 per
cent. This annuat decline is the largest on record {figure 6).
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The decling is seen inboth the manufacturing and sarvice sectors, witha
similar pacein decline. Over the year manufacturing investment fell by
11.7 per cent and service investment fafl by 13.7 per cent. An analysis by
asset shows that the main area of investment decline is in other machinery
and equipment. Previcusly the same asset had recorded high growth,
peaking at annual growth of 26.4 per cent in the first quarter of 1998,
These assets include high profile investrent in information and
communications technologies. The declines in other machinery and
equipment are partially offset by annual growth in transport equipment.

As noted, the decline in investment is a global phenomenon that bagan
betwean the end of 2000 and the start of 2001. In the year to the second
quarter of 2002, overall investment {i.e. business investment and




















































































































































































