




















inrecent quarters. Tha sector switched from nef bomowing in 2001 to net
fending in 2002 of £43.1 billion. The switch to net lending has been
accompanied by increases in both assets and liabilities and the ratio of
lishilities to income continues to reach historic highs, aithough lowinterest
rates leave the retative cost burden below that of the early 1990s {figure
11). DTI data show shamp increases in both company and Individual
insolvencies in the fourth quarter potentially suggesting increasing probiems
with dabt and weaknass in the comporate sector. Qver the year the trend
appears to ba upwards, although company ingolvency rates fell back &

little betwaen the second and third quarters,
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Government demand

Govemnment demand has continued at a relatively robust pace, although
growth throughout 2002 has been somewhat below the very strong
growth i the secand half of 2001. In the fourth quarter of 2002 constant
price government expenditure rose by 0.8 per cant compared with the
previous quarter, fellowing growth of 1.3 per cant in quarter three. Constant
price annual growth in 2002, at 4.2 per cent, was the highest since 1575.
tncash tems, govemment expenditura grew by 9.5 par centin 2002,

The ongoing strong growth in govemment expanditure has come as
revanue growth s slowing, reflacting the slowdown in the economy. The
effectis fhat the central Govermment sector has retumed to net bomowing
in 2002, following four years of net lending. Monthly public sector net
borrowing data now extends to February 2003 and shows cumulative
net borrowing for the financial year 2002-03 stands at £18.1 hillion, this
compares with net lending of £3.6 billion aver the same pariod of the
previous financial year. The data also illusirate the weakness in [nland
Revenuie tax recsipts, with both income and corporation tax revenues
seen falling in 2002 comparedwith 2001.

Trade and the Balance of Payments

Total import growth waakened in the second half of 2002, following stronger
growthin the first half of the year. Quarters three and four both saw falls of
(.3 per cent compared with the previous quarter compared with a rise of
1.3 per cant in the sacond quarter. Monthly data shows imports growing
by 4.0 percent in January, however thig follows falls in November and
December and the trend has besn for a gradual rise in imports. The
movemant In imports sinca the second haif of the year has been dus
largely o falls inimports of goods, which fell in November and December
before rising by 5.2 per cent in Janiuary 2003.

Total export growth also waakened in the second half of 2002, following
strong quarterly growth in the second quarter of 3.8 per cent. Quarter
four saw a fall of 3.4 per cent compared with a fall of 0.9 percentin the
third quarter, although monthly figuras show improvements in Degember
and January. The movaments in exports have bean primarily due to
movements in the export of goods, the export of services has grown
consistently,

The broad trend of gradually rising imports and falling experts has ledto
aworsening of the UK's trade balance since the middle of 2002. However,
for 2002 as a whole the worsening of the balance on trada in goods has
baen offset by an improving balance on trade in services, and especially
by an increasing incoms surplus, which has lead to animprovement in
the curent account in 2002 (figure 12).
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Labour Market

Headling labour market statistics remain fairly flat, as they have done for
much of the past two years.

From the parspactive of employment, the labour force survey (LFS)



















































































































































