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Central Statistical Office

The Central Statistical O ffice is the government agency responsible for preparing the United Kingdom's 
national accounts, for the collection o f  data from businesses, and for the compilation o f  a wide rangeof official 
statistics - including the retail prices index and the overseas trade figures.

CSO began life in 1941 on the orders o f  Winston Churchill who wanted better statistics to manage the war
time economy. It remained part o f  the Cabinet Office until mid-1989, when it became a separate government 
department responsible to the Chancellor o f  the Exchequer. In November 1991 it became a Government
Executive Agency.

Today, anyone can benefit from the following:

* A range o f  statistical publications. The Monthly Digest, Economic Trends and SocialTrends are among 
the best known. Details from HMSO bookshops (071-873 0011) or CSO (071-270 6081).

* Public inquiry services in London (071 270 6363/6364) and Newport (0633 812973). Call London for 
details o f  how to subscribe to CSO press notices, and how to phone "talking" press notices. Call Newport 
for inquiries on business statistics and details o f  Business Monitors and CSO Bulletins. Call either with 
general inquiries about government statistics.

* A  wide range o f  data on disk. Dial 071-270 6386/6387

Government Statistical Service

A service o f  statistical information and advice is provided to the Government by specialist staff employed 
in the statistics division o f  individual Departments. Statistics are made generally available through their 
publications and further information and advice on them can be obtained from the Departments concerned.

Enquiries about statistics in this publication should be made to the Central Statistical Office, Great George 
Street, London SWIP 3AQ. Telephone: 071-270 6363/6364.

Enq\imcsd.bo\HOTdcTs(oTUnitedKingdomBalanceofPayments, and otherCentral Statistical Office publications 
should be made to:

HMSO. PO Box 276, London SW8 5DT
(Telephone: 071-873 8466 for standing orders; 071-873 9090 for orders).
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Introduction
This edition of the Pink Book contains estimates o f the 
United Kingdom balance of payments for each of the 
calendar years 1981 to 1991. In addition, summary 
estimates for the years 1970 to 1980 are shown in Tables 
1.1, 1.2, 1.3 and 1.4. Where tables relate to years other 
than 1981 to 1991, the years covered are noted in the list 
of contents. Estimates for earlier years are given back to 
1946 in United Kingdom  B alance o f  Paym ents 1971 
and also in Econom ic Trends Annual Supplement^ 
1979 and later editions.

Revisions
Since the summary figures for the years up to 1991 
published in Economic Trends for June 1992, fuller or 
later information has become available from a number of 
surveys. The main revisions since June are as follows 
(the sign indicates the change in net credits between June 
and this publication).

1989 1990
£ billion 

1991

Visible balance -0.1 -0.2 -0.2

Invisibles balance -1.2 -0.8 -0.9
Services -0.6 -0.4 -0.4

Of which,
Sea transport - -0.1 -0.1
Civil Aviation -0.1 -0.1 -0.1
Financial services -0.5 -0.2 -0.2

Interest, profits and -0.6 -0.4 -0.6
dividends

Transfers - - -

Current Account -1.3 -0.9 -1.1
Net transactions in -f6.3 -2.6 -0.6
assets and liabilities
Balancing item -5.0 +3.5 +1.7

The main sources of revisions since June have been:

inquiry into overseas 
UK consultants and

(a) a further reassessment o f the extent of under
recording o f exports (see page 21);
(b) new methodology used for insurance companies 
services earnings (see page 28);
(c) results from a new official 
trade in services in 1991 of 
advertisers (see page 29);
(d) results from annual inquiries into overseas services 
earnings eg fund managers, films and television (see 
page 28);
(e) direct investment transactions by foreign owned 
companies include results from investigations 
undertaken to produce a more comprehensive register 
(see page 39);
(0 levels o f direct investment assets and liabilities 
include results from the latest detailed triennial balance 
sheet inquiry (see page 64);
(g) new methodology used for data on transactions in 
and income from overseas assets of pension funds (see 
page 49);
(h) results from the share register surveys, carried out 
annually since 1989, which indicate the level of overseas 
ownership of UK ordinary shares (see page 50);
(i) reassessment of the overseas take-up of non-equity 
capital issues issued by UK companies (see page 50); 
(k) reallocation of foreign currency borrowing by sector 
by UK banks following a study carried out by the 
British Bankers Association on behalf of the CSO (see 
page 51);
0) UK banks foreign currency lending adjusted to allow

more completely for write-offs (see page 51);
(j) new methodology used for transactions in overseas 
securities by securities dealers (see page 50) and new 
information on the sectorisation o f their counterparties;

Reliability
Few o f the estimates can be regarded as accurate to the 
nearest £ million. The probable degree of reliability of 
individual items in the accounts is described on page 8. 
Some o f the figures, particularly those relating to the 
latest years, may be revised when later and more 
complete information becomes available.

Quarterly and monthly series
Quarterly estimates o f the United Kingdom balance of 
payments are published by press notice each quarter and 
detailed tables are included, with the press notice text, in 
the March, June, September and December issues of 
Econom ic Trends, those published in the September 
issue being consistent with the annual figures in the Pink 
Book. The latest quarterly estimates are also reproduced 
in summary form in the M onthly D igest o f  S tatistics 
and, for the summary account and for the capital account 
in detail, in F inancial S tatistics. Monthly estimates of 
visible trade and the projected invisible balance (expressed 
as a monthly rate), seasonally adjusted, are published 
monthly in a press notice by the CSO and subsequently in 
fhft Afnnthlv Review  o f  E xternal Trade Statistics.

\ >

Symbols and conventions used
E xchange rates. Where estimates are based on data 
expressed in currencies other than sterling, the figures are 
as far as possible converted into sterling at the rate of 
exchange at the time of the transaction - see page 79.

Sign con ven tion . Credits entries are recorded for real 
resources (goods, services, etc.) that are exported and, in 
the case o f financial items, for Hows which reduce the 
United Kingdom’s foreign assets or increase its foreign 
liabilities. Conversely, debit entries are recorded for real 
resources that are imported and, for financial items, for 
flows which increase UK assets or decrease UK liabilities. 
See notes on page 6.

R ou n din g  o f  figures. As figures have been rounded to 
the nearest final digit, there may be slight discrepancies 
between the sums o f the constituent items and the totals 
as shown.

Sym bols. The following symbols are used throughout: 
= not available 
= nil or less than million 

n.e.i.= not elsewhere included

CSO Databank Dataset
The data in this Pink Book and, where available, those for 
earlier years not covered in this publication are obtainable 
in computer readable form as a CSO Databank Dataset. 
To help use this Dataset the appropriate CSO Databank 
identifiers are included in the Pink Book tables (see page 
13).

The City’s invisible earnings
Supplementary information on the overseas earnings of 
City institutions, which until 1990 was published as Table 
6.1 of the Pink Book, is now available in a press notice 
issued annually by British Invisibles (Tel: 071-600-1207 
Fax: 071-600-4248). Some additional information has 
been incorporated in table 3.6 and 5.3 o f this publication
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1 General description of the accounts
The object of the balance of payments accounts is to 
identify and record transactions between residents of the 
United Kingdom and residents overseas (non-residents) in 
a way that is suitable for analysing the economic relations 
between the UK economy and the rest of the world. The 
transactions may represent resources provided by or to 
UK residents (i.e. goods and services exported and 
imported, and the use of investments); transactions in the 
United Kingdom’s foreign assets or liabilities; or transfer
payments.

In principle, transactions are recorded when the 
ownership of goods or assets changes and when services 
are rendered. In practice this is not always possible.

Structure
In the UK balance of payments accounts, transactions are 
currently classified into main groups as follows:

Current cuicount transactions cover exports and imports 
of goods and services, investment income and transfers.

Transactions in UK external assets and liabilities  
cover inward and outward investment; external 
transactions by banks in the United Kingdom; borrowing 
and lending overseas by other UK residents; drawings on 
and accruals to the official reserves, and other capital 
transactions.

The way these various items are set out in the accounts is 
shown in summary form in Table 1.1. The current 
balance shows whether the United Kingdom has had a 
surplus of ino)me over expenditure, and, subject to 
occasional government transfers (see capital transfers in 
the glossary), it shows whether the United Kingdom has 
added to or consumed its net external assets in any 
period.

Residence
Transactions are recorded in the balance of payments 
accounts when between non-residents and residents of the 
United Kingdom, the Isle of Man, Channel Islands or that 
part of the Continental Shelf which is defined by 
international convention as belonging to the United 
Kingdom. The term "resident" covers both individuals 
living permanently in the United Kingdom, and corporate 
bodies located here, but not their overseas branches and 
subsidiaries.

Individuals, other than government officials and members 
of the Armed Forces, who enter or leave the country with 
the intention of staying here, or abroad, for a year or more 
are regarded as migrants changing their residence. 
(When in existence. Exchange Control used three years 
rather than one year as the criterion for residence.) 
Government agencies operating abroad, such as embassies 
or military units are, however, regarded as residents of 
their home country.

Overseas branches of companies are treated as residents 
of the country in which they are located, and subsidiaries 
are treated as residents of the country in which they are 
registered. Agencies of business enterprises are also 
regarded as residents of the countries in which they 
operate. Transactions through agents are, in general, 
treated as though made directly with the overseas 
principal, but commissions, etc. received by agents for 
their services are regarded as accruing to the agent’s 
country of residence.

A  more detailed description of the criteria adopted for 
defining residence is given in paragraphs 15.115 to 15.123 
of United Kingdom National AccountstSources and 
Methods (HMSO, 1985).

Sign convention
In concept every balance of payments transaction involves 
equal credit and debit entries, relating to the two halves 
of the transaction, so that the accounts are analogous to 
a double-entry book-keeping system. Instead of the more 
familiar practice of arranging in credit and debit columns 
which add to the same total, balance of payments items 
are listed in a single column, but given different signs so 
that they sum to zero. This method accommodates 
account items which are generally recorded only on a net 
basis. Also analytical balances of groups of transactions 
may be displayed more readily in this form of 
presentation. Typically, but not inevitably, one half of the 
transaction will relate to resources and the other half to 
the financing item.

Under the conventions of the balance of payments 
accounts, credit (or positive) entries are recorded for 
resources provided. These may be exports of goods or 
services or the use abroad of UK investments. 
Correspondingly, debit (or negative) entries are recorded 
for resources provided to UK residents in the form of 
imports of goods or services or the use of overseas 
investments in the United Kingdom.

An export of goods, recorded as positive, would be matched 
by a negative entry, for example one of the following:

(i) an increase in the foreign assets (claims on 
non-residents) of the United Kingdom (eg an increase in 
UK residents’ deposits with banks abroad);
(ii) a decrease in the United Kingdom’s liabilities to 
non-residents (eg a fall in sterling deposits with UK 
banks); or
(iii) in the case of a barter transaction, by imports of 
similar value.

Conversely imports of resources are likely to be matched 
by positive entries representing reducrions in foreign 
assets held by the United Kingdom or increases in the 
United Kingdoms’ liabilities to non-residents. (The 
treatment of gifts in the accounts requires transfer entries 
to be included and these are described in the notes to 
section 6.) It may also happen that both halves of the 
transaction are within the capital account, as when UK 
residents borrow from abroad in order to purchase 
investments abroad.

In some cases, current earnings are directly and, in effect, 
permanently matched in investment flows; examples are 
the undistributed portion of current earnings of overseas 
subsidiaries and associates (which appear as investment 
overseas) or any investment taking the form of exports 
from the United Kingdom.

Balancing item
Since the two entries made in respect of each transaction 
are generally derived from separate sources and the 
methods of estimation are neither complete nor precisely 
accurate, the two entries may not match each other 
precisely or may fall within difTerent recording periods. 
Furthermore with timing variations it is possible that 
entries which correspond in foreign currency terms, are 
converted to sterling at different rates of exchange.
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In order to bring the total of all entries to zero an 
additional entry, the balancing item, is therefore 
included to reflect the sum of all these errors and 
omissions. The balancing item will, include persistent 
elements, where certain types of transactions are not 
adequately covered in the accounts, and erratic 
fluctuations which are likely to be, in part, timing errors 
in the recording of transactions and the corresponding
payments.

The persistent elements in the balancing item will be 
affected by changes in the coverage of certain series eg 
deposits with banks overseas have been identified only 
from end-1975 and, prior to that time, would remain in 
the balancing item. Prom the end of 1982, a substantial 
part of trade credit between unrelated companies is no 
longer identified in the accounts and consequently 
becomes part of the balancing item. There will also be 
short-term "leads and lags" in the timing of payments 
which, like identified flows of short-term funds, are 
probably influenced by the level of interest rates in the 
United Kingdom relative to those abroad, the relative 
degree of credit stringency and by speculation about 
exchange rates. With the very large sums involved in the 
gross balance of payments transaction "leads and lags" in 
the timing of payments and small changes to the terms of 
settlement could have a large effect on the balancing item, 
especially where capital flows have to be inferred from 
changes in asset and liability levels in foreign currencies 
and converted to sterling at average exchange rates 
during the period.

Since the mid-1980s, there have been signs of a persistent 
(positive) imbalance in the UK accounts which was 
particularly large for the initial estimates for 1986-89, 
with imbalances of over £10 billion. The programme of 
improvements to balance of payments statistics (see Eason 
Report below) has led to significant reductions in recent 
balancing items, and the latest estimates are well within 
the targets set in the CSO strategic plan for 1992-93 that 
the balancing item for the latest year, ignoring sign, 
should be within 2 per cent of GDP at factor cost (actual 
figure 0.1 per cent for 1991) and the average, ignoring 
signs, of the balancing items for the latest five years 
should be less than 1.5 per cent of GDP at factor cost 
(actual figure 0.9 per cent for 1987-91). However, the very 
low balancing item for 1991 does not necessarily imply 
that all significant sources of imbalance have been 
removed, and further improvements are still required.

Statistical developments
In recent years a programme of work to improve balance 
of payments statistics has been undertaken. Since the 
1991 Pink Book, largely as a result of Chancellors’ 
Initiatives on Blconomic Statistics Phases One and Two 
announced in 1990 and 1991 (articles about these have 
been published in Economic Trends), a number of new 
data sources and methods of deriving estimates have been 
introduced into the accounts:

trade
(a) the results of the trade valuation survey have led to 
a further reassessment of the extent of under-recording 
of exports;
Services
(b) the results from a new annual statutory inquiry to 
measure consultants’ and advertising overseas earnings 
in 1991;
(c) the coverage of the Royalties and Miscellaneous 
Services Inquiry has been improved;

General description of accounts

(d) earnings figures for insurance companies from 1988 
have used improved grossing techniques;
Interest, profits and dividends
(e) the introduction of integrated and comprehensive 
reports on UK banks’ current account transactions 
(services, interest on non-securitised earnings and 
lending and direct investment earnings);
(0 the introduction of a new system of deriving 
dividends and interest estimates in a more consistent 
way throughout the national accounts, which has 
altered the estimates (from 1984) of some overseas 
income flows, eg for building societies interest payments 
overseas;
D irect investment
(g) direct investment transactions of foreign owned 
companies include results from investigations 
undertaken to produce a more comprehensive register;
(h) estimates of levels of direct investment assets and 
liabilities are based on the latest detailed triennial 
balance sheet inquiry;
Portfo lio  investment
(i) the use of results from the share register surveys 
carried out annually since 1989 which indicate the level 
of overseas ownership of UK ordinary shares;
(j) portfolio investment in overseas securities by 
securities dealers now based on integrated financial 
returns with transactions adjusted in the light of 
balance sheets;
(k) insurance companies data reflect methodological 
improvements (from 1986) to align transactions with 
changes in the balance sheets and with income and 
expenditure. Further improvements in the estimates 
are expected from changing the inquiries to insurance 
companies from voluntary to statutory (with effect from 
1991 data for the annual inquiries and from the first 
quarter of 1992 data for the quarterly inquiries) and 
from enlarging the sample size of the inquiries;
0) annual data on transactions in and income from 
overseas assets of pension funds (from 1988) have used 
improved grossing techniques to take account of the 
1987 Government Actuaries Department (GAD) 
benchmark survey and other sources (eg share register 
surveys). Further improvements in the estimates are 
expected from changing the inquiries to pension funds 
from voluntary to statutory (with effect from the 1991 
data for the annual inquiries and from the first quarter 
of 1992 data for the quarterly inquiries) and from 
enlarging the sample size of the inquiries.
(m) industrial and commercial companies’ transactions 
in financial assets and liabilities are now measured 
directly in a more comprehensive quarterly inquiry;
(n) a reassessment of the take-up by overseas residents 
(from 1986) of non-equity capital issues issued by UK 
companies;
UK banks
(o) a reallocation of foreign currency borrowing by sector 
by UK banks following a study carried out by the 
British Bankers Association on behalf of the CSO;
(p) adjustments to UK banks foreign currency lending 
have been made to allow more completely for write-offs 
(from 1986);
UK non^banks
(q) securities dealers non-portfolio investment 
transactions data reflect several methodological 
improvements eg in the coverage and timing of the 
quarterly inquiry and in the adjustments used for 
exchange rate movements, together with new 
information on the sectorisation of their counterparties;
(r) non-bank financial institutions financial balance 
sheets from 1983 to 1989 have been reviewed and 
extensively revised;
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(s) the treatment of the transfer of overseas debt of 
privatised former public corporations to central 
government (novations) has been brought into line with 
domestic accounts conventions.

The Eason report on balance of payments 
statistics
In May 1990, the then Chancellor of the Exchequer Mr 
John M^jor announced a pro^amme of measures to 
improve the reliability of economic statistics. One of these 
measures was a review of the Balance of Payments 
Accounts by Mr Richard Eason, a chief statistician from 
the Inland Revenue. Many of the recommendations in his 
report (published with an accompanying Action Plan on 19 
November 1991, the day on which the CSO became an 
executive agency) were accepted and taken forward as 
part of a further programme of measures to improve 
economic statistics that was announced by the Chancellor 
of the Exchequer Mr Norman Lamont on the same day. 
As well as reinforcing developments in Phase One of the 
Chancellor’s Initiative, the Eason report recommended:

(a) additional data collection to ensure that services are 
covered comprehensively;
(b) more extensive quarterly surveys of services and of 
direct investment to reduce the scale of revisions;
(c) investigating removing off-shore centres (Channel 
Islands and Isle of Man) from the definition of the UK 
used in the balance of payments and financial accounts;
(d) CSO should take over responsibility from the Bank 
of England for inquiries to non-bank financial 
institutions and should improve their scope and 
coverage for both domestic and overseas transactions;
(e) reviewing the provision and use of international 
banking statistics in the accounts;
(0 investigating the scope for obtaining better estimates 
of the personal sector’s contributions to the balance of 
payments, through household surveys, use of Inland 
Revenue data, etc.

Many developments in the programme are already 
reflected in this report and others will be shortly.

Statistical Methods Used to Compile the 
Estimates and an Assessment of their 
Reliability
The balance of payments estimates are compiled from a 
large number of different sources and the degree of 
accuracy attained varies considerably between items. 
Some of the errors and omissions may be persistent and 
tend to be in the same direction in all years. Errors are 
likely, to some extent, to offset each other in any 
particular year, but where a balance is drawn between 
two aggregates and the balance is small in relation to the 
aggregates, such as the current balance, the proportionate 
error attached to the balance is liable to be very 
substantial. Errors in measuring capital flows may also 
tend to be greater than those in measuring current flows. 
Also, the scope for error in measuring capital flows has 
been particularly great in recent periods when there has 
been a proliferation of new financial instruments and 
substantial flows of funds to and from the United 
Kingdom, partly associated with the deregulation of the 
Liondon Stock Exchange. There is also less information in 
respect of the Channel Islands and the Isle of Man than 
for the rest of the UK.

The following notes assess the quality of the individual 
components of the quarterly and annual estimates in 
recent years, and the main points at which errors and

8

omissions may anse.

Visible trade
Visible trade data are based on the Overseas Trade 
Statistics compiled from Customs declarations. 
Adjustments are made to bring the figures to a balance of 
payments basis. The adjustments include allowances for 
errors, mainly in the recording of exports (see page 20 for 
a fuller description).

The margin of error in the estimates for visible trade is 
thought to be very small, although it could be significant 
in relation to the visible balance. Any error in the 
adjustment to UK imports for freight and insurance will 
be offset in the current account as a whole by an equal 
and opposite error in the invisibles account.

From 1 January 1993, the European Single Market will 
bring a major change in the methods used to compile the 
statistics of visible trade with other European Community 
countries. Customs documents will no longer be required 
for this trade, but traders will provide statistical 
information under a new system, called INTRASTAT, 
linked to VAT. The reliability of these intra-EC trade 
data will be lower than at present, especially in the initial 
stages. However, apart from this, the completion of the 
Single Market will have no effect on the way in which the 
balance of payments accounts are compiled and published.

Invisibles

General government (services and transfers)
Figures are based on the accounting records of 
government departments and, in the case of transactions 
with the European Community, on special returns 
provided by H M Treasury. All data are available 
quarterly. Apart from a few very minor definitional issues 
and possible slight timing differences, the estimates are of 
good quality.

Sea transport
Most data are available quarterly. The figures relating to 
UK shipping are based on the annual and quarterly 
surveys carried out on behalf of government by the 
Chamber of Shipping (CoS). There is good information on 
shipping companies and the annual survey covers around 
80% of the industry. It is supplemented by a quadrennial 
census of CoS members which updates the annual 
coverage. The estimates are of reasonable quality, 
although they are subject to revision when the results of 
the quadrennial surveys become available.

The figures on freight payments to overseas operators are 
derived by residual after deducting UK shipping earnings 
on imports from the estimate of total freight on imports 
(see visible trade section above). The estimates for 
overseas operators are therefore approximate but any 
error will be offset within the adjustment to bring visible 
trade imports from a c.i.f. to a f.o.b. basis.

Estimates of overseas operators UK disbursements are 
more uncertain, as detailed information is not collected 
regularly. A comprehensive survey carried out in 1991 of 
UK ports and shipping agents updated results collected by 
the National Ports’ Council in 1978/79.

Estimates of overseas operators UK passenger reve 
mainly from the International Passenger Survey.
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Civil aviation , , . i
Data for UK airlines are collected quarterly by the Civil
Aviation Authority and are of fairly good quality.
Estimates of overseas airlines UK disbursements come
from an annual survey. The response is low and results
therefore less reliable than those for UK airlines.
Estimates of overseas airlines UK passenger revenue are
taken from the International Passenger Survey.

of banks is collected in an annual inquiry carried out by 
the Bank of England. A new quarterly reporting form has 
been introduced for 1992 (see Statistical development (e) 
above).

Travel
Estimates of travel credits and debits are derived largely 
from the International Passenger Survey. Provisional 
estimates are available monthly two months after the end 
of the month to which they relate, and more reliable 
quarterly estimates five months after the end of the 
reference quarter. Annual revisions taking into account 
data from other sources, such as those relating to travel 
to and from the Irish Republic which are supplied by the 
Irish CSO, are usually available with the figures for the 
fourth quarter of each year. Travel is a difficult account 
to measure accurately compared with the accounts 
discussed above, since there are a large number of 
travellers with relatively small but variable amounts of 
expenditure, in contrast to, say, shipping where 
transactions are concentrated in a relatively small number 
of companies. The travel estimates are subject to 
sampling error, which the most recent studies suggest is 
under 5% (at the 95% level of confidence) which compares 
well with estimates made by most other countries. The 
available evidence shows that the figures are also 
unbiased.

Financial and other services
Developments since the 1990 Pink Book mean that, with 
a few minor exceptions, all the estimates are now based 
on information from relevant enterprises. For the 1992 
Pink Book consultants earnings are, for the first time, 
derived from comprehensive surveys. About two thirds of 
total financial and other services credits and almost all 
debits are now available quarterly.

There are however very real problems in measuring 
financial and other services. The financial sector is very 
innovative and there is a steady turnover of firms active 
in the sector. There are conceptual difficulties in deciding 
upon the appropriate balance of payments contribution of 
some financial activities eg insurance, futures and option 
traders. Non-financial services cover a wide and 
expanding range of activities involving enterprises 
throughout the economy. Although exports of services 
may tend to be concentrated in particular sectors and 
types of enterprises, imports can arise, even if  only on a 
modest scale, in all sectors. It is therefore difficult to 
ensure comprehensive coverage. Considerable 
improvements have been made to the estimates in recent 
years, but nevertheless total credits and total debits for 
this account are subject to considerable uncertainty and 
should be regarded as less firm than those for the other 
accounts.

Interest, profits and dividends

Direct investment earnings (credits and debits) of 
companies other than banks and insurance companies are 
based up to 1990 on the results of the CSO’s annual direct 
investment inquiry, which became statutory in 1987, with 
a consequent improvement in response. The estimates for 
1991 are based on the results of a quarterly survey which 
was expanded in coverage and became statutory in 1990.

Information up to 1991 on the direct investment earnings

\Me

Insurance companies direct investment earnings are based 
on a comprehensive annual inquiry carried out by the 
Association of British Insurers (although the CSO has 
taken over responsibility for this inquiry with effect from 
the 1991 inquiry).

All the above estimates are thought to be reasonably 
satisfactorily measured. However, estimates of earnings 
by the UK personal sector from investment in property 
overseas and earnings on overseas investment in property 
in the UK (other than through direct investment 
affiliates) are known to be considerably weaker and 
several of the recommendations in the Eason report are 
aimed at addressing these weaknesses.

Estimates for earnings from portfo lio  investment, being 
partly inferred from estimated levels of assets or 
liabilities, are less reliable than those for direct 
investment. Portfolio investment credits are generally 
estimated according to the sector of investor (eg banks, 
persons). Estimates for portfolio investment income of UK 
banks, most other financial institutions and members of 
Lloyd’s of London are derived from annual statistical 
inquiries and are thought to be of reasonable quality. 
Industrial and commercial companies’ income from 
portfolio in vestment in overseas bonds are estimated using 
the results of new quarterly and annual inquiries into 
holdings of assets. Estimates of earnings by securities 
dealers have been improved by the introduction of an 
integrated annual income and expenditure return from 
1989. Statistical developments (k), 0), (m), and (r) listed 
on page 7 have also had a beneficial effect on this part of 
the accounts. Remaining weaknesses in the estimates are 
thought to include industrial and commercial companies’ 
income from overseas ordinary shares, incomplete 
coverage of the financial sector and, in particular, all 
investment overseas by the personal sector: efforts to 
improve these areas are ongoing eg a quarterly inquiry 
into the income and expenditure of insurance companies 
and pension funds has been initiated in 1992 and this is 
expected to improve existing estimates.

Portfolio investment debits are generally estimated 
according to the financial instrument (eg British 
Government Stocks (gilts), ordinary shares, bonds). For 
those instruments issued by local authorities, public 
corporations and HM Government, records of ownership 
and interest paid are held by government departments 
which are generally thought to be of good quality. 
Estimates for interest paid to overseas residents on 
holdings of gilts are based partly on information on UK 
banks custodial holdings of gilU on behalf o f overseas 
residents and by analysis of the Gilts Stock Register. The 
former may be incomplete and the latter does not always 
readily identify beneficial ownership, so there is a margin 
of uncertainty around these estimates.

Interest due abroad on ordinary shares issued by UK 
companies is estimated from levels of ownership derived 
from the annual share register surveys that have been 
carried out since 1989. However, the weakest estimates 
under this heading are probably those for the interest due 
abroad on non-equity capital issues (bonds, etc) issued by 
UK companies, which are not directly reported but 
estimated by applying assumed interest rates to levels 
that have been derived from adjusted accumulated
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General description of accounts

transactions estimates, that are themselves subject to a 
considerable margin of error.

Interest received and paid by UK banks* lending and 
borrowing abroad (other than direct and portfolio 
investment) is almost entirely estimated from quarterly 
returns that UK banks submit to the Bank of England 
and is thought to be of good quality.

Earnings on deposits and lending overseas (credits) 
and borrowing etc. from  overseas (debits) by UK 
residents other than banks and general government 
are subdivided between earnings from transactions with 
banks abroad and earnings from transactions with non
banks abroad. Estimates for the former category are 
calculated mainly from data supplied by the IMF, using 
further information from the Bank for International 
Settlements (BIS) to calculate appropriate levels of assets 
and liabilities for different countries; deficiencies will exist 
in coverage (non-reporting countries) and scope 
(recognition of UK non-bank status). Also in this 
category, estimates for securities dealers earnings (from 
1989 onwards) are based on integrated annual income and 
expenditure returns, whilst for other miscellaneous 
financial institutions (MFIs), income estimates are 
imputed by applying appropriate interest rates to reported 
asset levels. On the debits side, estimates are also 
provided by official records held by government 
departments, and by the European Investment Bank 
(EIB), both of which are thought to be satisfactorily 
measured. For earnings from transactions with non
banks abroad, estimates are based on a mixture of direct 
reporting of interest payments in surveys and notional 
estimates based on assumed interest rates applied to asset 
levels reported in quarterly or annual inquiries. Whilst 
gaps still exist in this part of the account, estimates are 
continuing to improve as new data sources are used eg by 
the introduction of the quarterly survey into industrial 
and commercial companies’ transactions in financial 
assets and liabilities. Statistical developments (q),(r) and 
(s) (see above) have also helped to improve this part of the 
account in the past year, as will implementation of other 
Eason report recommendations currently under way.

All estimates for earnings by general government from  
the officia l reserves and other external assets and 
liabilities  are based on official records kept by 
government departments and are thought to be of good 
quality.

Private transfers
These estimates are subject to much uncertainty. For 
credits, about two thirds of the total is based on 
information from particular countries on their payments 
to the United IQngdom. The rest is based on various 
assumptions. For debits, about two thirds of the total is 
derived directly from surveys or information from other 
countries on their receipts from the United Kingdom; the 
rest is based on Exchange Control data, trended forward 
from 1979 using various assumptions.

Transactions in UK external assets and 
liabilities
Many of the points referred to above, regarding the 
quality of the interest, profits and dividends estimates, 
are equally applicable to the quality of the estimates for 
transactions, as the data source used is generally the 
same. As a general rule, it can be assumed that estimates 
based on official records kept by government departments 
will be of good quality; those based on statutory inquiries
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will be reasonably good, whilst those based on voluntary 
inquiries or on notional estimates will be of relatively poor 
quality. The existence of a positive balancing item in the 
accounts in recent years indicates a tendency to 
understate net inflows to the UK, and it is thought that 
this tendency is particularly acute in measuring net 
capital inflows.

The flows of direct investment by industrial and 
commercial companies are thought to be adequately 
measured, although a larger margin of error attaches to 
the estimates for the most recent year, which are based on 
quarterly data. Statistical developments (g) and (h) above 
have led to an improvement in the quality of the 
estimates up to the end of 1990, whilst the coverage of the 
quarterly data has been substantially increased from the 
beginning of 1991. Partial estimates of insurance 
companies’ direct investment flows are reported in 
quarterly inquiries with fuller details becoming available 
in annual inquiries. UK banks report their direct 
investment transactions in an annual inquiry conducted 
by the Bank of England; the introduction of a new 
quarterly inquiry to UK banks in 1992 is expected to 
improve these estimates in the future. Other future 
developments include further work on the 
maintenan(»/proving of the register of overseas owned 
companies and improving the coherence of the direct 
investment returns and other financial returns by 
financial institutions eg insurance companies and 
securities dealers.

Other flows of direct investment, mainly investment in 
overseas real estate by non-bank financial institutions and 
the personal sector and overseas investment in real estate 
in the UK, are less soundly based and some of the 
rec»mmendations in the Eason report are specifically 
aimed at improving these estimates.

Estimates for portfo lio  investment transactions in 
overseas securities by UK residents are mainly based on 
results of quarterly and annual inquiries made to 
financial institutions and, more recently, to non-financial 
companies. Following the introduction of a new 
integrated reporting system for securities dealers, less use 
is now made of the inquiry into portfolio investment 
transactions effected through UK securities dealers and 
banks (the P i inquiry, introduced in 1980). Estimates for 
personal sector overseas portfolio investment transactions 
are generally weak being based on infrequent Inland 
Revenue data. Work on improving these estimates, along 
with improvements to the existing inquiries of financial 
institutions and non-financial companies, is ongoing eg 
the inquiries to insurance companies and pension funds 
are being enlarged and changed from voluntary to 
statutory with effect from the 1991 annual inquiry and 
the first quarter of 1992 quarterly inquiry, and these 
changes are expected to improve these estimates.

Estimates for inward portfolio investment by overseas 
residents in securities issued by local authorities and 
public corporations are mainly calculated from official 
records and of good quality: errors are generally limited to 
minor timing differences. Estimates for transactions in 
gilts are based on quarterly inquiries to UK banks 
regarding their custodial holdings on behalf of overseas 
residents and on the Gilts Stock Register. Share register 
surveys, now carried out annually as recommended in the 
Chancellor’s Initiative (Phase One), are used in 
conjunction with other inquiries as a guide to overseas 
investment in UK company ordinary shares, whilst 
overseas investment in UK company bonds, etc, is now
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measured as the difference between total issues by IffC 
companies less estimated net transactions by UK domestic 
sectors. Nevertheless, these estimates remain subject to 
an appreciable margin of error. Future developments 
following up Eason report recommendations, should
improve these areas.

The figuies for tranaacHons in UK banka* aaaeta and 
liahilitiea  are taken from regular returns made by banks 
to the Bank of England and are reasonably well 
measured. However, errors may arise through failure to 
recognise non-resident status, especially where nominee 
accounts are employed. Also the effects of exchange rate 
changes have to be allowed for when estimating the 
sterling value of transactions from changes in external 
assets and liabilities in foreign currencies (see notes on
page 51).

Borrowing from  overaeaa banka by the UK non-bank 
private aector is now mainly estimated from data on 
levels collected by the International Monetary Fund 
(IMF). As well as the absence of data on borrowing from 
overseas banks in non-IMF reporting countries (which is 
thought to be relatively small), there may be some 
inconsistencies of measurement (eg in recognising non
banks and in distinguishing UK residents) as the IMF 
figures are collected from individual reporting countries. 
Also, the effects of exchange rates changes have to be 
allowed for in translating changes in foreign currency 
liabilities to sterling. The IMF is also the main source of 
information for UK non-bank private aector depoaita 
with banka abroad. Similar qualifications apply to the 
incorporation of these data as to the use of the IMF 
borrowing figures. The quality of these data are now 
being reassessed as recommended in the Eason report.

Lending and borrowing abroad by the UK non-bank 
private aector except with overaeaa banka is mainly 
made up of the flow of trade credit between the UK and 
abroad and transactions in financial assets and liabilities. 
The sources for the data are diverse (see pages 51-53 for 
fuller details) producing a consequent variability in the 
quality of the data. For instance, estimates of borrowing 
made under the Exchange Cover Scheme (eg by public 
corporations) are derived from official records and are 
reasonably soundly based.

However, the coverage of changes in trade credit between 
unrelated companies, always subject to a substantial 
margin of error, is only fragmentary since the 
discontinuation of a Department of Trade and Industry 
inquiry at the end of 1982. As part of the Chancellor’s 
Initiative (Phase Two), external consultants are currently 
engaged on a project to improve trade credit estimates in 
the national accounts, with a report expected shortly.

Estimates of securities dealers transactions have improved 
with the introduction of integrated quarterly and annual 
returns. Estimates of overseas residents’ transactions in 
short-term commercial paper and certificates of deposit 
issued abroad by UK companies are now based on fuller 
market reports and further improvements to these 
estimates are planned. The change from voluntary to 
statutory inquiries to financial institutions, together with 
improvements in the coverage of these inquiries and of 
those to industrial and commercial companies, are 
expected to improve the estimates in this part of the 
balance of payments accounts. Nevertheless, it is believed 
that sizable gaps remain in this part of the accounts and 
the totals for credits and debits under this heading must 
be regarded as subject to an appreciable margin of

General description of accounts

uncertainty.

For tranaactiona in external aaaeta and liabilitiea o f  
general government, fairly complete records of public 
sector and government capital transactions are available 
and are thought to be well measured.

Levels of UK external assets and liabilities
The estimates summarised in section 8 will reflect many 
of the same limitations as the data on transactions eg the 
incomplete coverage of trade credit between unrelated
concerns.

To the extent that the balancing item reflects unrecorded 
or misrecorded capital transactions, the external balance 
sheet will similarly tend to fail to capture the 
corresponding levels of assets and liabilities, although 
much will depend on the categories of assets and 
liabilities concerned.

Where both levels and transactions are reported (eg 
portfolio investment by most financial institutions), there 
may be similar deficiencies to estimates of both levels and 
transactions, although levels may tend to be more 
accurate to the extent that they are derived from annual 
accounting data.

/ i

Where levels are derived from adjusted accumulated 
transactions data, eg much of portfolio investment assets 
and liabilities, errors in the latter will feed through 
automatically to the former, and any tendency to 
understate net capital inflows (as suggested by the 
positive balancing item in recent years) will lead to an 
overstatement of net external assets.

Where levels are reported independently of transactions 
eg direct investment or UK banks’ and securities dealers* 
activities, the scope for error in reported levels should be 
less, although some problems remain eg the recognition of 
non-resident status or that the figures will cover a 
combination of market and book values.

Direct investment levels are reported at book values, 
whereas other assets and liabilities are based on 
estimated market values. An up to date valuation of 
direct investment levels closer to market values is likely 
to be higher than recorded book values, which will tend to 
reflect values in previous periods eg when assets were 
acquired or last revalued. Recent research by Cliff 
Pratten (Department of Applied Economics, University of 
Cambridge) in a paper entitled "Overseas Investments, 
Capital Gains and the Balance of Payments" published by 
the Institute of Economic Affairs in February 1992 
indicated that, on certain assumptions, the market value 
of UK direct investments abroad at end-1989 might be 
about double their book value. Similarly, the market 
value of foreign direct investments in the UK might be 
just under double their book values. However, there are 
considerable uncertainties in making such estimates.

The introduction to Chapter 8 contains a fuller description 
of the different methods used to record the separate 
categories of assets and liabilities, and details those items 
where coverage of levels is minimal.

Treatment of the balance of payments in 
the national and financial accounts
The national income can be measured as a sum of incomes 
derived from economic activity by UK residents (factor 
incomes), as a sum of expenditures or as a sum of the
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General description of accounts

outputs of the various industries.

Domestic income of the United Kingdom is the income of 
UK residents arising from economic activity in the United 
Kingdom which includes the net exports of goods and 
services. N ational income includes, in addition, income 
arising from investments in overseas assets including 
interest, profits and dividends earned abroad, less income 
earned in the United Kingdom by non-residents. This is 
described in the national accounts as net property income 
from abroad and is equal to the net earnings from  
external assets and liab ilities  in the balance of 
payments accounts. In the international transactions 
table in the national accounts, property income paid 
abroad is shown both before and after deduction of UK 
taxes. Property income paid abroad, net of UK taxes, 
corresponds to earnings on UK liabilities as recorded in 
the balance of payments.

The gross domestic product measured as a sum of the 
expenditure is equal to total final expenditure in the 
United Kingdom, including exports of all goods and 
services less imports of goods and services. As with the 
income approach, an adjustment for net property income 
from abroad is required to convert gross domestic product 
to gross national product.

The remaining items in the current account of the balance 
of payments, that is government and private transfer 
payments, do not appear directly in composition of the 
national income but they are shown in the sector 
accounts. For instance the central government and 
private transfer payments appear in the analysis of 
personal income and expenditure.

The current balance plus capita l transfers (if any) is 
described in the national accounts as net investment 
abroad. It appears as part of the total capital expenditure 
in the combined capital account and, since all financial 
transactions between different sectors of the domestic 
economy offset each other in aggregate, it is equal to the 
net acquisition of financial assets of the overseas sector in 
the financial accounts but is presented there with opposite 
sign.

The capital transactions in the balance of payments - 
transactions in UK external assets and liabilities^ 
allocation o f  SDRs and gold  subscription to IM F  - 
correspond to the financial transactions of the overseas 
sector in the financial accounts tables, where the analysis 
is broadly in terms of financial instruments.
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Tables 10.1 and 10.2 of the United Kingdom National 
Accounts, 1992 edition, published in September, relate 
the balance of payments categories in this report to the 
wider national accounts categories.

References: National and financial 
accounts
A full account of the treatment of the balance of payments 
in the national accounts is given in Chapter 15 
(International transactions) of United Kingdom 
National Accounts Statistics: Sources and Methods 
(HMSO 1985).

Quarterly estimates of the main items are published by 
press notice and details of the national accounts are 
included, with a commentary, in the March, June, 
September and December issues of Economic Trends. 
Summary quarterly national accounts tables are published 
regularly in the Monthly Digest o f  Statistics and 
detailed financial accounts estimates are included in the 
monthly publication Financia l Statistics. A 
reconciliation between the capital transactions in the 
balance of payments accounts and the financial 
transactions of the overseas sector as shown in the 
financial accounts is included in Financia l Statistics, 
usually in September each year.

References: General
Publications relating to other countries’ balance of 
payments accounts (publishing body shown in brackets): 

International F inancia l Statistics (IMF)
Balance o f  Payments Yearbook (IMF)
Balance o f  Paytnents Yearbook (Statistical Office of 
the European Communities)
Statistical Yearbook (UN)

Various publications by the OECD

The importance of the capital gains that the UK obtains 
on its net overseas assets for the balance of payments is 
assessed in a recent research paper by Mr Cliff Pratten, 
Department of Applied Economics, University of 
Cambridge:

Overseas Investment, Capital Gains and the 
Balance o f  Payments (Institute of Economic Affairs, 
February 1992).
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GOVERNMENT STATISTICS IN COMPUTER-READABLE FORM
via

THE CSO DATABANK
The Central Statistical Office’s Databank service offers regularly updated macro-economic and related 
statistical data in computer-readable form.

Datasets available on magnetic tape or floppy disk (readable in LOTUS or SMART) are:

Economic Trends Monthly

National Accounts Quarterly Article (Quarterly

Balance o f Payments Quarterly Article (Quarterly

Acquisitions and Mergers (Quarterly

Index o f Production, Cyclical Indicators
and GDP(O ) (GDP(O) dataset updated quarterly) Monthly

Employment and Earnings 

RPUTPI and Producer Price Indices

Monthly

Monthly

Financial Statistics and PSBR Monthly

Monthly Digest o f Statistics Monthly

Monthly Review  o f External

Trade Statistics Monthly

UK Balance o f Payments 
('P ink Book') Annually

UK National Accounts
('Blue Book') Annually

Economic Trends Annual
Supplement Annually

Consiuners' Expenditure (Floppy only) (Quarterly

The service is available to:
Host bureaux for incorporation in their client services; 
End-users who require the data for their own use.

Flexibility in service
Hosts may elect to receive specific datasets; 
End-users may purchase individual tapes or disks.

General Data Inquiries: contact the CSO inquiry points on 071-270 6363/4 or 0633 812973

Further information on Databank content, charges and subscription can be obtained from

The Databank manager.
Central Statistical Office,
Room 52A/4, Government Offices,
Great George Street,
London SW IP 3AQ (telephone; 071-270 6386, 6387 or 6381).

CSO does not offer direct on-line 
this facility is available on request.

to the data, but a list of host bureaux offering
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Summary Tables

Summary balance of payments''

£ million

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Current account

Visible balance HCHL •14 210 •742 •2 568 •5 233 -3 257 •3 961 •2 322 -1 592 -3 342 1 357

Invisibles 
Services balance CGIN 421 547 623 686 961 1 315 2415 3 238 3 700 3 895 3 653
Interest, profits and dividends balance CGOA 596 553 594 1 327 1 508 891 1 560 265 806 1 205 -182
Transfers balance CGIO •182 -196 •272 -443 -422 ■475 •786 -1 128 -1 791 •2 210 -1 984

Invisibles balance CGIK 835 904 945 1 570 2 047 1 731 3 189 2 375 2715 2 890 1 487

Current balance AIMG 821 1 114 203 •998 -3 184 •1 524 -772 53 1 123 -453 2 843

Capital transfers AAAZ m • - •59 -75 • - m - • •

Transactions in UK assets and liab ilities
UK external assets HEPZ ■1 438 •3 823 •683 -3 012 -2 833 -1 607 -3 961 -13 844 -4 377 -40 189 -43 439
UK external liabilities HEQW 550 2319 1 331 3 936 5 952 3 135 4 317 9 952 1 506 39 447 39 499

Net transactions HEQU -886 -1 504 448 924 3 119 1 528 356 •3 892 -2 871 •742 ■3 940

EEA loss on forward commitments HCHF - - • - m - . *

Allocation of special drawing rights HBUN 171 125 124 - • • • - • 195 180

Gold subscription to IMF HBWO -38 - • - . m . . m - -

Balancing item AASA -66 265 -775 133 140 -4 416 3 839 1 748 1 000 917

1 Figures for previous years are published in earlier editions of this publication 
and are given back to 1946 in United Kingdom Balance of Payments 1971, and 
also in Economic Trends Annual Supplement (1979 and later editions).

Levels of identified UK external
End of period

and liabilities^: by sector

1 Because of the many inconsistencies in valuing the component series, and the 
omission of certain assets and liabilities which are unidentifiable, these esti
mates are not an exact measure of the UK’s external debtor/ creditor position.
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£ million

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Assets

Genera! government HCDP 2 626 5 191 4 539 5 296 6 006 6 377 6886 15 703 15 263 18 181 17 978
Public corporations HCUZ 171 173 170 189 390 413 513 588 715 775 734
Private sector HCAJ 32 728 35 629 47 970 61 545 70 414 91 662 123 233 127 257 151 227 180 360 212 244

Total HCAK 35 525 40 993 52 679 67 032 76 810 98 452 130 632 143 548 167 205 199 316 230 955

Liabilities
General government HEVH 5 862 5 530 5 662 5 445 6 140 6 420 7 460 9 651 8 385 8 634 9 256
Public corporations HEVI 151 270 331 462 1 035 1 736 3 869 4 643 4 444 4503 4 129
Private sector HEVJ 25 807 31 047 40 306 55 742 67 355 87 712 114 482 122 846 140 961 173 773 199 475

Total HCAL 31 820 36 847 46 299 61 649 74 530 95 868 125811 137140 153 790 186 910 212860

Net
General government HEVL -3 236 -339 •1 123 -147 •134 •43 -574 6 052 6 878 9 547 8 722
Public corporations HEVM 20 -97 •161 •273 •645 •1 323 •3 356 -4 055 -3 729 -3 728 •3 395
Private sector HEVN 6 921 4 582 7 664 5 803 3 059 3 950 8 751 4 411 10 266 6 587 12 769

Tot^ HEVO 3 705 4 146 6 380 5 383 2 280 2 584 4 821 6 408 13415 12 406 18 095
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Level
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Assets
General government 
Pubfc corporawns 
Pwaie sector

Total
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Pî fccoroorafions
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Total

Net
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Summary Tables

Summary balance of payments^
£ million

I•4

19S 160

3 839 1 748 1000

£mion

377 1978 1979 1!

15263 18181 17978
715 775 734

151 227 180 360 212244

548 167 205 199316 230 955

>51
>43
J46

6 385 
4 444 

140961

8634 9256
4 503 4129

173 773 199475

153 790 186 910 212 860

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Current account

Visible balance HCHL

Invisibles 
Services balance
Interesi. profits and dividends balance 
Transfers balance

CGIN
CGOA
CGIO

Invisibles balance CGIK

;) Current balance AIMG

Capital transfers AAAZ

Transactions In UK assets and liab ilities
UK external assets 
UK external liabilities

HEPZ
HEQW

Net transactions HEQU

EEA loss on forward commitments HCHF

Allocation of special drawing rights HBUN

Gold subscription to IMF HBWO

Balancing item AASA

3 251 1 911 •1 537 -5 336 -3 345 •9 559 -11 582 -21 480 -24 683 •18 609 -10290

3 792 3 022 4 064 4 519 6 687 6 608 6 745 4 397 4 039 4 581 4990
1 251 1 460 2 831 4 345 2560 4 974 3 754 4 423 3 495 2094 326

-1 547 •1 741 •1 593 -1 730 •3 111 -2 157 ■3 400 -3 518 •4 578 -4 897 -1 349

3 496 2 741 5 302 7 134 6 136 9 625 7 099 5 302 2 956 1 778 3 969

6 740 4 649 3 765 1 798 2 790 66 •4 462 -16 179 -21 726 -17 029 -6 321

•50 769 •31 433 -30 378 -31 915 -50 493 •92 551 -82 205 -58 475 •88 912 -79 498 -20 780
43 334 28 916 25 818 23 502 46 761 89417 86 539 67 870 108 172 90 591 26 030

•7 436 •2519 •4 562 -8414 •3 733 •3 134 4 334 9 396 19 259 11 091 5 249

156

•
- •

• • -
-

•
-

530 •2130 797

m

6616 943 3 068 148 6 783 2 467 5 938 1 072

1.2 Levels of identified UK external assets and liabilities^: by sector
End of period

continued £ million

1981 1982 1983 1984 1985 1936 1987 1986 1989 1990 1991
Assets

General government HCDP 17 109 19214 19 555 21 267 21 630 26 427 35 696 38 004 36 008 33 550 36 252
Public corporations HEUZ 660 867 947 1 234 827 926 828 726 786 838 881
Private sector HCAJ 312 587 396 002 465 955 600 999 570 756 693 230 656 949 737 294 923 019 866 472 911 245

Total HCAK 330 356 416 082 486 456 623 500 593 213 720 583 695 474 776 024 959 813 900 660 950 378

Liabilities
General government HEVH 9 598 12 181 12616 13 651 16 306 19 824 24 754 26 462 28 012 23 101 29 283
Public corporations HEVI 3 876 4 197 4 532 4 767 3 990 4 114 3 090 2 751 793 706 629
Private sector HEVJ 284 239 356 214 413 743 525 622 500 878 597 265 602 764 673 094 666 420 877 381 904 397

Total HCAL 297 713 372 592 430 892 544 040 521 173 621 203 630 608 702 307 895 225 901 267 934 309

Net
General government HEVL 7511 7 032 6 938 7616 5 324 6 603 10 942 11 542 7 996 10 369 8 969
Public corporations HEVM -3216 •3 330 -3 586 •3 533 •3 163 -3180 -2 261 •2 025 -7 132 252
Private sector HEVN 28 348 39 768 52 212 75 377 69 870 95 965 56 186 64 200 56 599 -10 909 6 848

Total HEVO 32 643 43 490 55 565 79 460 72 039 99 380 64 866 73 717 64 586 -407 16 069

Because of the many inconsistencies in valuing the component series, and the 
omission of certain assets and liabilities which are unidentiliable, these esti
mates are not an exact measure of the UK's external debtor/ creditor position.
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Current account1

Credits 
Exports (f.o.b.)

Services
General government 
Private sector and public corporations^ 

Sea transport 
Civil aviation 
Travel
Financial and other services

Interest, profits and dividends 
General government 
Private sector and public corporations 

Transfers
General government 
Private sector

Total invisibles

Total credits

Debits
Imports (f.o.b.)

Services
General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

Interest, profits and dividends 
General government 
Private sector and public corporations^ 

Transfers
General government 
Private sector

Total invisibles

Total debits

Balances
Visible balance

Sen/ices
General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

Interest, profits and dividends 
General government 
Private sector and public corporations 

Transfers
General government 
Private sector

Invisibles balance 
Of which;Private sector and public 

corporations;Services and IPD

Current balance

CGJP

CGJR

CGJW
CGJO
CGKA
HHDE

CGNR
CGNT

HDKD
CGJV

CGJY

CGPZ

CGGL

CGGI

CGGW
CGGG
CGHA
H8VH

HERS
K H II

CGGJ
CGGV

CGGY

1970

360

319
579

1971 1972 1973 1974 1975 1976 1977 1970 1979

374 423 513 629 709 867 940

1 688 
340 
535 
600

2 775 
540 
703 
989

2 933 
868 

1 068 
1 859

3 006
1 017 
1 186
2 148

2 936 
1 216 
1 549 
2108

3 625
1 498 
2109
2 227

288
696

288 
2 521

353 
3 245

431 
4 272

491 
5 182

470 
6 351

565 
7 986

650 
9 725

683
15618

220
316

1 029 
547

1 381 
659

2 103 
901

2 566 
1 044

4 271 4 767 6 931

£ million

1980

0 128 9 030 9 412 11 881 16 282 19 185 25 080 31 683 34 981 40 471 47 149

51 59 72 104 110 140 215 241 254 265 315

1 357 1 615 1 607 2 055 2 665 2 651 3233 3 433 3 149 3 807 3 789
316 354 410 460 625 780 1 049 1 203 1 455 1 755 2 210
432 500 576 726 898 1 218 1 768 2 352 2 507 2 797 2 961

1 226 1 360 1 544 1 822 2 299 2 689 3 745 4386 5130 5 803 6192

54 91 156 176 237 266 255 385 692 816 946
1 440 1 446 3 247 4 749 5 974 6 298 8 134 8 431 10 489 16 689 22 735

- • • 67 132 366 253 298 439 550 958
230 246 264 320 357 393 537 614 774 850 935

5 106 5 671 7 876 10 499 13 297 19189 21 343 24 689 33 333 41 041

13 234 14 701 17 288 22 380 29 579 34 186 44 269 53 026 59 070 73 804 88 190

8 142 8 820 10 154 14 449 21 513 22 440 29 041 34 005 36 573 43 814 45 792

986 1 073 1 165

3 739
1 863
2 738 
2309

895 
22 970

2 730 
1 139

8 929 11 250 13 270 16 000 18 968 22174 30 443 39 555

1 Figures for earlier years are published in earlier editions of this publication and 
are given back to 1946 in United Kingdom Balance of Payments 1971 and also 
in Economic Trends Annual Supplement (1979 and later editions).

2 Up to and including 1971. interest on UK banks' borrowing and lending in foreign 
currencies is recorded on a net basis, i.e. interest received less interest paid, 
under credits. In 1971, net interest received was £16 million while in 1972 gross in
terest received was £1 644 million and gross interest paid was £1 600 million.

Pfiva®

pfiva®*®̂

Total

. hi|Tborts(fflW

pnvaie sector a r^P  
Seatrar̂porl 
Civi airiaiior’ 
Travel
Fitfoal arnl

^^Lprofiaand* 
Gerieral govemrnen 
Pnvais sector and p 

Translers
General goverwer'
Pnvaie sector

To!^ irmsliies

CGQB 12413 13 587 17 085 23 378 32 763 35 710 45 041 52 973 58 747 74 257 85 347 Totdddetiits

HCHL •14 210 -742 -2 568 •5 233 -3 257 -3 961 -2 322 •1 592 •3 342 1 357
Balances

Vistile balance

CGIG -309 -315 •351 •409 -519 -569 -652 -699 •732 •808 •850
Semces

General gcNemmerr

HBTO -79 -59 •81 -105 -110 90 300 347 213 182 50
Pnvate sector and p 

Sea transport
HDJA 46 51 70 65 85 105 181 186 239 257 347 Civiaviaoon
HBYE 50 58 41 31 195 301 700 1 166 958 668 223 Travel
HHCW 713 812 944 1 104 1 310 1 388 1 866 2238 3 022 3 576 3 883 f»ttnoal and othe

H£RV •265 -197 -132 -177 -194 •225 -223 -180 42 134 52
'T'̂ est, pf^ts and dn

flwerTYneri
Prvaie sector and n

Translfifs
CGQD 661 750 726 1 504 1 702 1 116 1 783 445 764 1 071 -235

HDKH •169 -195 -220 -344 -302 -337 -776 -1 083 -1 664 ■2 016 -1 780 ^ O o v e rrm e fl,
sectorCGIM -13 -1 •52 -99 •120 -138 •10 -45 •127 -194 •204

CGIK 835 904 945 1 570 2 047 1 731 3 189 2 375 2715 2 690 1 487
l^iiies balar^e

KB2C 1 591 1 612 1 700 2 599 3 182 3 000 4 850 4 382 5 196 5 774 4268 s s s
Cirrent balanceAIMG 821 1 114 203 •998 •3184 •1 524 -772 53 1 123 -453 2843
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3i 683
1978

1879
1990

1S 47
241 1<9

2S4

3149
;<5s
2507
5130

31S
5807
1?S5
*'S7 S"

z
692

19489 4 ««

19
24 889

19
33333

59 870
41041

23804

34 005 36573 43814 45782

7 940 1073 1165
3 086 
1017 
11S6 
2148

2936
1216
1549
2108

3 625 
1498 
2109 
2227

3739
1863
2738
2309

650 683 895
9725 15618 22970

1381
659

2 103 2 566 2 738
901 1044 1 139

0 1 8 968 22 174 30443 39555

1 52 973 58 747 74 257 85347

1 -2 322 -1592 -3 342 1 357

2 -699 •732 -BOB -aSO

•1
45

•2016
•194

19 2375 2715 2 890 1497

;o 4 382 5196 5 774 4268

r2 53 123 453 2813

Current account1

continued

Credits
Exports (f.o.b.)

.fi\

Services
General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

CGJB

CGJW
CGJO
CGKA
HHDE

Interest, profits and dividends 
General government c g n r

Private sector and public corporations CGNT 
Transfers

General government HDKD
Private sector CGJV

Total invisibles CGJY

Total credits CGPZ

Debits
Imports (f.o.b.) CGGL

Services
Genera] government c g g i

Private sector and public corporations 
Sea transport cggw
Civil aviation CGGG
Travel CGHA
Financial and other services HBVH

Interest, profits and dividends 
Gener^ government h e r s

Private sector and public corporations H H II 
Transfers

General government c g g j

Private sector CGGV

Total invisibles CGGY

Total debits CGQB

Balances
Visible balance HCHL

Services
General government CGIG
Private sector and public corporations 

Sea transport h b t o

Civil aviation HDJA
Travel h b y e
Fir^ancial and other sen/ices HHCW

Interest, profits and dividends 
General government k e r v

Private sector and public corporations cgqd  
Transfers

General government h d k k

Private sector c g im

Invisibles balance 
Of which;Private sector and public 

corporations;Senrices and IPO

CGIK

HBZC

Current balance AIMG

1 \

4r £

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

CGJP 50 668 55 331 60 700 70 265 77 991 72 627 79 153 80 346 92 154 101 718 103 413

401 404 470 474 463 511 521 550 445 425 412

3 731 
2 359 
2 970 
7 303

3215
2 471
3 188 
8 085

3 043 
2 665
4 003 
9 175

3 244 
2 931
4 614 

10 324

3211 
3 078 
5 442 

12 003

3216 
2 786 
5 553 

13 626

3 282 
3 159 
6260 

14 656

3 522 
3 192 
6 184 

13911

3 846 
3 758 
6 945 

14 899

3 732
4 358 
7 785

15 462

3 658 
3 927 
7 165 

16 540

971 
36 559

979
43419

765 
41 685

818 
50 803

735 
51 535

765 
46 926

931 
47 067

1 456 
55 092

1 949 
72 040

1 812 
77 525

1 763 
75 906

1 675 
1 117

2 154 
1 248

2 235 
1 528

2 392 
1 652

1 760 
1 775

2138 
1 732

2 282 
1 666

2115 
1 715

2143 
1 750

2 231 
1 800

4 894 
1 900

57 085 65 162 65 569 77 251 80 022 77 255 79 826 87 739 107 778 115 150 116 164

107 753 120 493 126 269 147 516 158 013 149 882 158 979 168 085 199 932 216 868 219 577

47 416 53 421 62 237 75 601 81 336 82 186 90 735 101 826 116 837 120 527 113 703

1 264 1 754 1 522 1 655 1 781 1 920 2 141 2 351 2 699 2 784 2 806

3818 3 589 3 665 3 600 3 508 3 302 3310 3 499 3 754 3 743 3 643
2 005 2 184 2 363 2 676 2 877 3 194 3 775 4 203 4 397 4 769 4 397
3 272 3 640 4 090 4 663 4 871 6 083 7 280 8216 9 357 9 916 9 825
2613 3 174 3 652 4 474 4 493 4 385 4 627 4 693 5 649 5 989 6 039

940 1 090 1 188 1 342 1 494 1 677 2 046 2 323 2 510 2 237 1 897
35 338 41 847 38 429 45 934 46 216 41 042 42 199 49 804 67 984 75 004 75 443

3 282 3 943 4 165 4 491 5 107 4 371 5 559 5 363 6 421 6 828 5943
1 057 1 200 1 191 1 283 1 459 1 656 1 789 1 985 2 050 2 100

53 589 62 423 60 267 70 117 73 887 67 630 72 726 82 438 104 821 113370 112195

101 005 115 844 122 504 145 718 155 223 149 816 163 461 184 264 221 658 233 897 225 898

3 251 1 911 -1 537 ■5 336 •3 345 -9 559 ■11 582 -21 480 -24 683 -18 809 -10290

-863 -1 350 •1 052 •1 101 -1 298 -1 409 •1 620 -1 801 -2 254 •2 359 -2 396

•87 -374 -622 -356 -297 •66 -26 23 94 -11 15
354 287 302 255 201 •408 •616 -1 011 -639 •411 -470

•302 •452 •87 •49 571 -530 -1 020 -2 032 -2412 -2 131 -2 660
4 690 4 911 5 523 5 850 7 510 9 241 10 029 9218 9 250 9 493 10 501

30 •112 -424 -525 -758 -912 •1 115 -866 -561 •425 -134
1 221 1 571 3 255 4 870 3318 5686 4 668 5 291 4 056 2 521 463

-1 607 -1 789 -1 930 •2 099 -3 427 •2 233 -3 277 -3 240 •4 278 •4 597 -1 049
60 48 337 369 316 76 -123 -270 •300 •300

3 496 2 741 5 302 7 134 6 136 9 625 7 099 5 302 2 956 1 778 3 969

5 876 5 943 8 371 10 570 11 303 14 103 13233 11 489 10 349 9 461 7 849

6 748 4 649 3 765 1 798 2 790 66 -4 482 -16179 -21 726 -17 029 -6 321
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1 .4  Analysis of capital transactions
(UK financial account and capital tranafera)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Capital tranafars

Transactlona in axtarnal aasats and llabllitlaa^
Investment overseas by UK residents 

Direct 
Portfolio

AAAZ

HHBV
CGOS

Total UK investment overseas AINC

Investment in the United Kingdom by 
overseas residents 

Direct 
Portfolio

HHBU
HEYR

Total overseas investment in the UK HCAM

Foreign currency lending abroad by UK banks HEZZ

Foreign currency borrowing abroad by UK banks h c a f

Net foreign currency transactions of UK banks hcag

Sterling lending abroad by UK banks HCAD

Sterling borrowing and deposit liabilities 
abroad of UK banks HERD

Net sterling transactions of UK banks HCAH

Deptosits with and lending to banks abroad 
by the UK non-bank private sector HESZ

Borrowing from banks abroad by 
UK non-bank private sector 
Public corporations 
General government

HCAN
HETH
HCAP

Official reserves (additions to -. 
drawings on +) ATPA

Other external assets of 
UK non-bank private sector and 

Public corporations 
General government

HETE
KEUJ

Other external liabilities of 
UK non-bank private sector and 

Public corporations 
General government

HETQ
HCAR

Net transactions in assets and liabilities HEQU

EEA loss on forward commitments HCHE

Allocation of special drawing rights HBUN

Gold subscription to IMF HBWO

1 Assets; increase-/decrease+. Liabilities; increase+zdecrease-

£ million

1980

■ '
-59 •75

■ ■
• • • •

-699 •817 •800 -2 040 -1 878 •1 326 -2419 •2 399 -3 520 -5 889 •4 867
-132 •45 -603 276 725 -59 95 12 -1 073 •887 ■3 310

-831 -662 -1 411 -1 764 •1 153 -1 385 -2 324 -2 387 -4 593 •6 776 ■8175

620 729 482 1 111 1 881 1 518 1 653 2 546 1 962 3 030 4 355
146 377 355 564 474 194 1 032 1 910 -139 1 549 1 431

766 1 106 837 1 695 2 355 1 712 2685 4 456 1 823 4 579 5 786

• - • • • - • -5 •163 -30 104 -29 836

472 481 471 1 359 806 545 322 1 051 -850 30 752 30 505

472 481 471 1 359 606 545 322 1 046 -1 013 648 669

-132 -165 •390 -152 -210 •184 •654 -383 •1 030 210 -2 778

431 942 -193 252 731 305 •376 1 607 57 2 788 3 044

299 777 •583 100 521 121 -1 030 1 224 -973 2 998 266

• • • 9 ft» • • •379 •954 -280 -1 138 -2 502

182 237 291 474 369 202 157 311 527 693 471
• 60 26 64 280 299 822 941 182 246 -15• • • 8 168 100 -28 166 -7 46 -40

-125 -1 536 692 -228 -105 655 853 -9 588 2 329 -1 059 •291

•110 •43 •309 •500 •815 -72 •790 •138 •459 •1 184 -209
•240 •1 217 535 •368 •550 -621 -667 -389 -181 -137 351

130 147 175 317 385 322 493 461 472 605 301
-1 431 -654 •278 •233 658 •430 242 959 •698 •263 •553

•888 •1 504 448 924 3 119 1 528 356 -3 892 -2 871 -742 •3 940

171

m

125 124

m • - • • •

195 180

•38 • • - - - - • • - -

lefxW

lendngabi

Net 5ier*ng transactions

pgpojfts wdi and lerdifx 
Oy [Tie UK non-tank pf

Borrowing from bartu afi
UKrcn-barJrprvasesi 
PudeairporaDons 
General gwernmeni

ORidd reserves (addDOf 
drwTQSon*)

Odier eitemd assets of 
UK non-bark pnvatesi 

Pubkc corporaDors 
General govemmen

OPer eitemal iabiaes 0 
UK non-bank pnvafi SI 

Putfc arporaDoris 
Generd goremment

ffe tlrw s id io n s in tsse t!
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c
1979

9
5 -35a

4
’2 -1073

•̂887
■̂599

■<867
■3310

■8776

? 1965' '9,0 3
> <456

IS49
1823

4355
1431

4 579
5766

•S •163 .30 104 .
1051

39 836
-850

1046
»505

•1013 648

-383 .1030 210 .2778

L ' “ ' S 3 044
) 1 224 .973 2 99J 266

} -954 •1 138 -2502

1 -9 588 2 329 -l •291

J -138 -459 -1 184 -209
7 -369 -181 -137 351

461 472
959 -698

5 -3 892 -2871
.742 -3 940
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Visible trade

1.4 Analysis of capital transactions
(UK financial account and capital transfers)

continued
£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

I Capital transfers

' Transactions in external assets and iiabilHIss^
Investm ent overseas by UK residents 

’ Direct
! Portfolio

AAAZ

.fi\

HHBV
CGOS

6 005 
4 467

•4 091 
7 565

•5 417 -6 036 -8 449 -11 678 -19 239 -20 944 -21 515 -9 553 -10 261
-7 350 -9 753 -16 754 -22 277 5 163 -11 239 -35 486 -15 844 -30 908

Total UK investment overseas AINC

Investment in the United Kingdom by 
overseas residents 

Direct 
Portfolio

HHBU
HEYR

Total overseas investment in the UK HCAM

Foreign currency lending abroad by UK banks HEZZ

Foreign currency borrowing abroad by UK banks HCAF 

Net foreign currency transactions of UK banks HCAG

Sterling lending abroad by UK banks HCAD

Sterling borrowing and deposit liabilities 
abroad of UK banks HEPD

Net sterling transactions of UK banks HCAH

Deposits with and lending to banks abroad 
by the UK non-bank private sector HESZ

Borrowing from banks abroad by 
UK non-bank private sector 
Public corporaDons 
General goverrfment

HCAN
HETH
HCAP

Official reserves (additions to 
drawings on +) AIPA

Other externa] assets of 
UK non-bank private sector and 

Public corporations 
General government

HETE
HEUJ

Other external liabilities of 
UK non-bank private sector and 

Public corporations 
General government

HETQ
HCAR

Net transactions in assets and liabilities HEQU

EEA loss on forward commitments HCHF

Allocation of special drawing rights HBUN

Gold subscription to IMF HBWO

-10 474 •11 656 •12 768 •15 789 -25 203 -33 955 -14 076 -32 183 •57 001 -25 397 -41 169

2 932 3 027 3 386 -181 4 506 5 837 9 449 12 006 18 567 18 634 12 045
257 •11 1 701 1 288 9 773 12 181 19 535 15564 14 603 5 276 16 627

3 189 3016 5 087 1 107 14 279 18016 28 964 27 570 33 170 23 910 28 672

-36 900 -16 520 -16 165 •9 427 -20 209 ■47 876 -45 867 -15 064 •25 689 -37 440 27 394

36 763 19 942 17 199 17 984 24 894 61 366 43 566 20 447 32 338 34 992 -14 802

-137 3 422 1 034 8 557 4 685 13 490 -2 301 5 383 6 649 -2 448 12 592

-3 019 •4 046 •2 278 -4 932 -1 815 -5 871 -4 633 •4 626 -2 923 -3 800 4 837

2 497 4 479 4 094 6 155 4 148 5 502 8 867 13 641 12 401 12 620 -9 222

-522 433 1 816 1 223 2333 -369 4234 9015 9 478 8 820 •4 385

-1 864 -598 863 -3 213 -1 305 -3 094 -4 914 -4 025 -9 334 •8 280 -3 580

1 042 985 73 -2 215 2618 3 816 2 075 3 973 8017 10006 13 032
-178 •36 -35 •47 64 •31 -166 •253 •1 726 -127 •49
•192 58 78 49 87 100 104 •10 529 •363 -65

2419 1 421 607 908 -1 758 •2 891 -12012 •2 761 5 440 ■79 •2 662

•1 026 126 ■161 1 280 527 1 644 93 1 070 1 468 •3 479 -4 707
93 -161 -478 •743 -730 -509 -796 -887 •873 -1 025 -894

224 119 •15 556 732 569 1 382 1 664 21 191 8 272 10710
-14 351 •661 -89 -64 77 1 725 642 2 252 1 281 •2 246

-7 436 -2 519 -4 562 -8414 -3 733 -3 134 4 334 9 396 19 259 11 091 5 249

158
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m
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*
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1 Assets: increase-zdecrease-f. Liabilities; increasewdecrease-.
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2 VISIBLE TRADE

Summary
The figures of visible trade cover, broadly, goods leaving 
or entering the United Kingdom and whose ownership is 
transferred between UK and overseas residents. Goods 
transferring ownership without leaving or entering the 
United Kingdom are then included partly here and partly 
within "Services" (see section 3).

The figures are based on the Overseas Trade Statistics, 
which are compiled from HM Customs and Excise records, 
amended in years before 1987 to take account of the 
revised presentation of gold in the Overseas Trade 
Statistics, and in 1988 and 1989 to include some trade in 
oil excluded from the Overseas Trade Statistics. Certain 
adjustments are then made for valuation and coverage to 
bring them to a balance of payments basis. These 
adjustments are described below, and summarised in 
Table 2.1.

From 1990 aircraft leaving or entering the United 
Kingdom on operational leases of a year or less have been 
excluded from the Overseas Tr€ide Statistics. It has not 
been possible to make retrospective adjustments, but the 
net effect is likely to be small.

Detail
Valuation adjustments.

Freight and insurance on UK imports.
Imports in the Overseas Trade Statistics cover the 
value of goods as they arrive in the United Kingdom, 
including the cost of freighting and insuring the goods 
from the country of consignment. This is termed the cost, 
insurance and freight or "c.i.f value.

The value required under balance of payments accounting 
conventions is the value of the goods at the point of 
export, termed the free on board or "f.o.b" value. 
Correspondingly, freight and insurance are treated as 
services (for further explanation see "Services and 
valuation of UK visible trade" in the notes to section 3, 
page 25).

The fob value of imports is obtained by deducting the 
estimated value of freight services and insurance 
premiums from the c.i.f. value. The cost of freight services 
for the sea legs of dry cargo imports is estimated by 
applying freight rates (derived from the rates quoted for 
a large sample of individual commodities imported from 
various countries) to statistics of tonnages arriving in the 
United Kingdom by sea. For the land legs, estimates of 
freight rates per tonne-kilometre for different 
commodities, and estimated distances, are used. The cost 
of freight services and insurance premiums on o il imports 
is estimated by the Department of Trade and Industry. 
The cost of freight services on imports arriving by a ir  is 
derived from information on the earnings of UK airlines 
on UK imports and the respective tonnages landed by UK 
and foreign airlines at UK airports. The cost of insurance 
premiums on non-oil imports is estimated as a fixed 
percentage of the value of the imports.

Coverage adjustments
The Overseas Trade Statistics record all goods 
imported, whether or not intended for use in the United
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Kingdom (although goods in transit through British ports 
are not included). The following adjustments are made to 
the Overseas Trade Statistics to bring them onto a 
balance of payments basis.

Second-hand ships sold or purchased 
whilst abroad
Such ships are excluded from the Overseas Trade 
Statistics. Details about the amounts to be added in 
respect of both purchases and sales of second-hand ships 
are derived from the General Register and Record Office 
of Shipping and Seamen, government departments and 
various trade publications.

Ships built and delivered abroad
Certain new ships built abroad for UK owners are 
delivered in the first place to overseas ports. These 
purchases are not always recorded in the Overseas Trade 
Statistics. The details are obtained from the same 
sources as for second-hand ships.

NAAFI
Goods exported by the Navy, Army and Air Force Institute 
for the use of UK forces abroad are included in the 
Overseas Trade Statistics. Since they are for sale to UK 
residents (as defined - see general description of the 
accounts, page 6) they are excluded for balance of 
payments purposes. The figures are obtained through 
returns received from the Institute.

Goods not changing ownership
The Overseas Trade Statistics include returned goods, 
for example, items such as contractor’s plant temporarily 
leaving the country. Except for diamonds, the value of 
these goods is estimated from claims made to HM 
Customs and Excise for exemption from duty and 
deducted from both imports and exports according to the 
time of import. This probably results in some error in the 
timing of exports, however, and in this event the error 
would be reflected in the balancing items.

Other coverage adjustments
Gold. In the UK balance of payments accounts gold is 
treated as either a commodity or a financial asset. 
Transactions associated with commodity gold are included 
under visible trade in the current account, whilst the 
movements of gold as a financial asset are included in the 
capital account. This treatment differs from the 
International Monetary Fund’s recommendation that all 
transactions in gold, other than that held in the official 
reserves, should be included in visible trade. The figures 
of exports and imports in the Overseas Trade Statistics 
include only finished manufactures of gold (e.g. jewellery). 
To achieve the coverage required for balance of payments 
purposes, an adjustment is made to exports to include the 
value added in refining gold and in the production of proof 
coins, and to imports to cover the value of gold used for 
finished manufactures. The import adjustment is based on 
commercial statistics. Other transactions in gold with 
overseas residents, predominantly those involving bullion, 
bullion coins and semi-manufactured gold items (bars, 
rods, etc), are regarded as being in gold held as a financial 
asset and are recorded in capital transactions (see section
7).

Exports by letter post. The Overseas Trade Statistics 
do not include exports from the United Kingdom by letter
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post. Information about the most important element of 
this trade, the export of books, is obtained from publishers 
and retail and wholesale booksellers. Other details are 
derived from a sample inquiry made by the Post Office.
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Additions and alterations to ships. Certain work 
carried out on UK-owned and registered ships in foreign 
yards, and on overseas-owned ships in UK yards, 
comprises additions and alterations rather than repairs. 
Such work is properly regarded as a component of visible 
trade. For work on UK-owned ships an estimate is 
obtained from the inquiry on capital expenditure carried 
out by the Department of Transport; this estimate is an 
addition to the imports figure. An estimate for the work 
on overseas-owned ships is derived from various enquiries.

North Sea installations. Some goods imported directly 
from overseas to UK production sites in the North Sea are 
omitted from the Overseas Trade Statistics In addition, 
it is sometimes necessary to make revisions to the value 
of imported installations recorded in the Overseas Trade 
Statistics. The information to make these coverage and 

, valuation adjustments is obtained from inquiries of the
Army and AirPorceT  ̂1 petroleum and natural gas industry. Included within the

1 abmaH om ;-.i.. | adjustments are drilling rigs delivered abroad and not
included in the Overseas Trade Statistics details of 
which are obtained from the same sources as for 
second-hand ships.
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Three of the North Sea oil fields, Frigg, Murchison and 
Statfjord, lie in both UK and non-UK waters. Trade 
involving these fields is allocated according to 
determinations of the respective shares of oil reserves. 
Thus only the United Kingdom share of the value of goods 
delivered to any one of these fields from a foreign country 
will normally be included as an import; similarly, only the 
non-United Kingdom share of goods delivered from the 
United Kingdom to one of the fields will be counted as an 
export. (A similar procedure is followed for other balance 
of payments transactions.) Occasionally there is a 
re-determination of the resources of a shared field. In 
these circumstances the contribution to (or reimbursement 
oO a proportion of the development costs has been treated 
as a purchase (or sale) of fixed assets at the date of the 
re-determination and appears as an adjustment to imports 
(exports) of goods.

Miscellaneous This includes a variety of ad hoc 
adjustments.

Recording of exports
Some exporters and agents fail to submit their documents 
or record incorrect valuations. It is possible on a sample 
basis to check the customs documents against 
pre-shipment documentation and to check the valuations 
recorded on the documents against invoices. Regular 
assessments of the quality of recording are made, 
resulting in the net adjustment shown.

Before October 1981 the adjustments for missing 
documents were estimated from a comparison of customs 
documents with ship and aircraft manifests. A further 
manifest check was carried out during 1989 which 
confirmed the adjustments used.

An extensive survey on valuation was undertaken on a 
sample of consignments relating to trade in September 
1990. The results have brought to light a number of 
errors, the largest being that on some export declarations
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values are being wrongly given in foreign currency instead 
of in sterling. (Foreign currency declarations are allowed 
for imports and are automatically converted to sterling by 
the computer processing system, but this facility does not 
exist for exports.) Because most foreign currency units 
are worth less than a pound, these errors lead to an over
valuation of exports. A  downward adjustment has been 
included since 1987 to compensate for these currency 
errors, with other smaller adjustments for the other 
errors.

The allowance for under-recording has now been reduced 
from IVj per cent to IV, per cent for 1989 and 1990 and 
from IVj per cent to 1 per cent for 1991, while the 
valuation adjustment has been reduced from V, per cent to 
Vj per cent for 1991. The net effect is an addition of Vj per 
cent applied to the export figures for each year since 1988. 
The allowances are shown in Table 2.1 and allocated to 
the individual lines in Tables 2.2 and 2.3 p ro  rata  to the 
reported values of export.

Timing basis of the figures
To achieve consistency with the basis for estimating other 
countries’ external transactions - and the estimates of 
domestic transactions given in the national accounts - 
exports and imports of goods should be recorded at the 
time when the ownerships of the goods change.

The compilation of the Overseas Trade statistics is 
geared to the declarations made by exporters and 
importers which are received in the Statistical Office of 
HM Customs and Excise.

Exporters provide information before the goods are 
shipped. Except where revenue or restricted goods are 
concerned, exporters registered with Customs have the 
option of providing the full details when they present the 
goods for shipment (export pre-entry) or of using the 
Simplified Clearance Procedure (SC)P) Under SCP, 
provided a suitable pre-shipment advice has been 
presented in lieu of the export entry, a detailed export 
declaration must be sent within fourteen days of shipment 
directly to the Statistical Office.

Monthly processing of the export statistics begins a few 
days before the end of the calendar month. Thus the 
figures for any calendar month relate on average to goods 
passing through the ports in a monthly period ending 
about the middle of that calendar month.

Importers are usually required to present their 
documents before they can obtain customs clearance and 
remove the goods. Moreover, the monthly total for 
imports includes those recorded in documents relating to 
the month which reach the statistical office up to the third 
working day after the end of the month. Thus the imports 
statistics correspond closely to movements through the 
ports during the calendar month.

Geographical analysis
The analysis given in Table 2.2 of visible trade between 
the United Kingdom and major economic groupings is 
based on the Overseas Trade Statistics which, apart 
from a small amount conveyed in low value consignments 
are classified by country in detail.

Adjustments are applied to the trade statistics to bring 
their coverage and valuation on to a balance of payments 
basis. For only some of these adjustments is a country
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Visible Trade

analysis available. For other adjustments, in particular 
freight on UK imports, only rough estimates can be made; 
further details are given in 1981 and earlier editions of 
this publication along with a review of the different bases 
of geographical allocation used. A  more complete 
discussion of the geographical analysis of the visible trade 
figures is given in an article "How different methods of 
country attribution affect trade statistics" by R W Green 
in the 21 April 1978 issue of Trade and Industry and an 
article "How United Kingdom overseas trade is measured" 
by G C Jones in British business for 8 May 1981. The 
constituent countries of the groups analysed are shown on 
page 84. Following recent political changes there have 
been some changes to the area groups.

Commodity analysis
The analysis in Table 2.3 of visible trade by commodity 
uses the standard international trade classification, SITC 
(Rev 3), which replaced SITC (Rev 2) from January 1988. 
Figures for all the years are generally on the present 
classification. Defence equipment, however, continues to 
be included in section 9, as was the case in SITC (Rev 2), 
rather than in section 8 as laid down in SITC (Rev 3).

The commodity headings shown correspond to the 
following SITC headings;

Food, beverages and tobacco Sections 0,1

Basic materials Sections 2,4

Division 33

Other mineral fuels and 
lubricants Divisions 32,34,35

Semi-manufactured goods Sections 5,6

Finished manufactured goods Sections 7,8

Commodities and transactions
not classified according to kind Section 9.
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References
Monthly estimates of the visible trade balance, seasonally 
adjusted and on a balance of payments basis, form part of 
the current account press notice referred to in the 
introduction.

Figures of imports (c.i.f.) and exports (f.o.b) (not adjusted 
to a balance of payments basis) are published each month 
in the Overseas Trade Statistics o f  the United 
Kingdom  (Business Monitor MM20), an annual edition of 
which is also produced (Business Monitor MA20). The 
monthly seasonally adjusted figures, both on an Overseas 
Trade Statistics basis and on a balance of payments 
basis, are published in the Monthly Review o f  External 
Trade Statistics. The statistics are later presented in 
summary form in the Monthly Digest o f  Statistics and 
the Annual Abstract o f  Statistics.
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2.1
Exports

Overseas trade statistics (f.o.b.)

CoveraQe adjustments 
Second-hand ships 
NAAFI
Goods not changing ownership 
Other

Total

Net adjustment for recording of exports oeqb

Balance of payments basis (f.o.b.)

Imports
Overseas trade statistics (c.i.f.) HGAD

Wluation adjustments 
Freight and insurance 
Valuation for duty

HGAF
HGAH

Total HCLT

Coverage adjustments 
Second-hand ships 
Ships delivered abroad 
G o ^s  not changing ownership 
Other

HBTY
CGER
HBYS
HCOL

Total HGAI -429 -649 -797 -477 •923 -841 -651 -1 584

Balance of payments basis (f.o.b.)

2.2
1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

Exports
European Community  ̂
Other Western Europe 
North America 
Other developed countries 
Oil exporting counties 
Rest of world

HBYU
HCJD
HBZQ
HCII
HDII
HCHW

22 024
4 861
7 125 
1 704
5 991
8 963

24 343
5 121 
8 359 
2 056
6 505 
8 946

28018 
5 874 
9 527 
2 043 
6134 
9 106

33 052 
6 909 

11 464 
2 499 
5 802 

10 537

37 963 
7 371 

13 295 
2 791 
5 943 

10 628

34 606 
6 964 

12 110 
2 793 
5 493 

10461

38 962 
7 555 

12 952 
3 126 
5 263 

11 295

40 792 
7 225 

12 585
3 430
4 908 

11 406

47 130 
7 891 

14 302
4 358
5 687 

12 787

54 251 
9 049 

14 751
4 682
5 402 

13 582

Total CGJP 50 668 55 331 60 700 70 265 77 991 72 627 79 153 80 346

Imports

European Community'  
Other Western Europe 
North America 
Other developed countries 
Oil exporting countries 
Rest of world

CGMC
HBTS
HCRB
HDJQ
HCPC
HCIF

21 990 
6 102 
6 852
2 498
3 449 
6 524

25 734 
6 600 
7 524 
3 259 
3 254 
7 051

30 965 
8311 
8 484 
3 827 
2 589 
8 060

36 623 
10 693 
10517 
4 487 
2 699 

10 583

40 657 
11 495 
11 074 
5 027 
2 645 

10 438

43 780 
11 280 
9511 
5 624 
1 874 

10 117

48 717 
12 296
10 386 
6 308 
1 622

11 405

54 593 
13 255 
12 372 
7 235 
1 839 

12 532

62 591 
14963 
14 595 
7963 
1 963 

14 759

64 217 
14 989 
16 182 
7 797 
2 552 

14 790

Total CGGL

Visible balance

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

HGAA 50 381 55 314 60 590 70 373 78 263 72 782 79 758 82 071 93 799 103 691 104 816

HBYK 338 205 202 191 101 234 216 112 96 46 225

HCHT -43 -45 -46 •49 -51 -50 -55 -64 -57 -64 -57

HCLJ -861 •941 •1 046 -1 269 -1 160 -1 371 -1 413 -1 773 -2 235 -2 545 -2193

HDIH 68 -36 92 60 52 301 48 -412 83 71 101

HGAB -498 -817 •798 -1 067 -1 056 -886 -1 204 -2137 -2114 -2 492 -1 925

OCQB 785 833 906 957 784 728 597 409 469 519 525

CGJP 50 668 55 331 60 700 70 265 77 991 72 627 79 153 80 346 92 154 101 718 103 413

50413 56624 65581 78 760 84 905 85 660 94 043 106557 122000 126086 118867

2 566 -2 553 -2 547 -2 682 -2 646 -2 630 -2 659 -3 147 -3 343 -3 467 -3 307

-2 566 -2 553 -2 547 -2 682 -2 646 -2 630 -2659 -3 147 -3 343 -3 467 -3 307

-1 820 -2091 -1 858

CGGL 47416 53421 62 237 75601 81 336 82 186 90 735 101 826 116837 120527 113703

1 Figures for all years relate to the eleven countries.

bJi

1*̂

£ million

1991

58 684 
8 673 

13011 
3 942 
5 744 

13 461

92 154 101 718 103 413

59 215 
13 754 
15 286 
7 646 
2608 

15 196

47416 53421 62 237 75601 81 336 82 186 90 735 101 826 116837 120527 113703

European Community ^ HCKU 34 -1 391 -2 947 -3 571 -2 694 -8 974 -9 755 •13 801 -15 461 •9 966 -531
Other Western Europe HB2W -1 241 -1 479 •2 437 •3 784 •4 124 -4 316 -4 741 -6 030 -7 072 -5 940 -5 181
North America HBYP 273 835 1 043 947 2 221 2 599 2 566 213 -293 •1 431 -2 275
Other developed countries HBZD -794 •1 203 •1 784 •1 988 •2 236 -2 831 -3 182 -3 805 -3 605 •3 115 -3 704
Oil exporting countries HBVG 2 542 3 251 3 545 3 103 3 298 3619 3 641 3 069 3 724 2 850 3 136
Rest of world KBXP 2 439 1 895 1 046 •46 190 344 -110 •1 126 -1 972 -1 208 -1 735

Total HCHL 3 251 1 911 -1 537 -5 336 -3 345 •9 559 -11 582 -21 480 •24 683 •18 809 -10 290
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2.3
1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

Exports

Food,beverages and tobacco
Basic materials
Oil
Other mineral fuels and lubricants

Semi-manufactured goods 
Finished manufactured goods 
Commodities and transactions no 

classified according to kind

Total

Imports

Food .beverages and tobacco
Basic materials
Oil
Other mineral fuels and lubricants

Semi-manufactured goods 
Finished manufactured goods 
Commodities and transactions not 

classified according to kind

Total

Visible balance

24

£ million

1991

HCIV 3615 3 940 4230 4 677 4 937 5 450 5 523 5 450 6 455 6 995 7 653
CGJX 1 351 1 387 1 653 2 069 2 199 2 112 2 246 2 124 2343 2 241 2 005
BOPX 9 092 10 671 12466 14 834 16 115 6 169 8 423 5 971 5 873 7 486 6 757
HDVE 506 551 602 457 662 464 303 242 256 324 353

HCJK 13017 13 960 15 664 18 134 19 921 20 618 22 380 23 984 26 689 28 795 29 196
HBTG 21 881 23 334 24 284 28 421 32 319 33616 38117 40 620 46 241 53 613 55 604

BOPF 1 204 1 468 1 581 1 673 1 838 1 976 2 161 1 955 2 297 2264 1 845

CGJP 50 668 55 331 60 700 70 265 77 991 72 627 79 153 80 346 92154 101 718 103413

HCJB 5 896 6 596 7 259 8 297 8 660 9 436 9 553 9 988 10 765 11 606 11 607
HCNN 3 437 3 468 4 251 5 074 5 041 4 636 5 223 5 468 5934 5 526 4 588
BPAX 5986 6 033 5514 7 901 6014 4 119 4 262 3 221 4616 5964 5 555
HDVN 883 1 081 1 274 2 029 2 257 1 877 1 561 1 470 1 482 1 471 1 613

HBTK 11 679 13 143 16 003 16 696 20 338 21 761 24 330 28 031 31 036 31 555 30 366
HCJP 18 722 22 077 26 878 32 386 35 667 36 625 44 460 51 874 61 159 62 497 58 018

BPAF 613 1 021 1 058 1 218 1 359 1 532 1 346 1 774 1 845 1 908 1 936

CGGL 47 416 53 421 62 237 75 601 81 336 82 186 90 735 101 826 116 837 120 527 113 703

Food,beverages and tobacco HBXU -2 281 -2 658 -3 029 -3 620 •3 723 -3 986 -4 030 -4 538 -4 310 -4 611 •3 954
Basic materials HBUO -2 086 -2 081 -2 598 -3 005 -2 842 -2 524 -2 977 -3 344 -3 591 -3 285 -2 583
Oil HD5D 3 106 4 636 6 972 6933 8 101 4 070 4 161 2 750 1 257 1 522 1 202
Other mineral fuels and lubricants HDVX -375 -530 -672 •1 572 -1 595 -1 413 -1 258 -1 228 •1 226 -1 147 -1 260

Semi-manufactured goods HCHB 1 338 837 -139 -562 -417 -943 -1 950 -4 047 -4 347 -2 760 -1 190
Finished manufactured goods 
Commodities and transactions not

HDIU 3 159 1 257 -2 594 -3 965 •3 348 -5 207 •6 343 -11 254 -12918 -8 884 -2 414

classified according to kind HCLW 391 447 523 455 479 444 815 181 452 356 -91

Total HCHL 3 251 1 911 -1 537 -5 336 -3 345 -9 559 •11 582 -21 480 -24 683 -18 809 -10 290
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23 9S4 
^620 ^689

^241 28?95
53613 29196

55604

2264
1845

9988
5468
3221
1470

1076S
5834
4616
1482

28031 
5l 874

31036
81159

11607
4SS8
ssss
1613

31555
62497

1774

30 386 
58 016

1845

)1826
1936

116 837 120 527 113703

4 538 
3 344 
2750 
1228

•4310 
•3 591 
1257 

•1226

•3954
•2583
1202

•1260

-4047
11254

•4 347 
'12918

•2760 
•8 884

•1190 
•2414

161 452 356 •91

H 480 -24 663 -18 609 -10290
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3. INVISIBLES : services

Summary
This section covers the provision of services by UK 
residents to non-residents and vice versa. Also included 
are transactions in those goods whose ownership is 
transferred between UK and overseas residents without 
entering or leaving the United Kingdom (merchanting). 
The following categories are distinguished:

General government - all UK government 
transactions not included elsewhere, including 
those of its employees stationed abroad;
Sea transport and C ivil aviation - the carriage 
of passengers and goods, the chartering and 
hiring out of ships and aircraft, port services and 
the provision of fuel and other goods and services 
associated with the operations of ships and 
aircraft;
Travel - goods and services provided to UK 
residents while they are abroad and to foreign 
residents while they are in the United Kingdom; 
Financial and other services - services 
provided by UK financial institutions and 
consultants; other services provided to and by UK 
companies; royalties; overseas students’ and 
governments’ other miscellaneous services.

Most services are valued by the payment made. Exports 
of services represent UK credits and imports represent 
debits. For brevity, several of the series are described 
below in terms of the payments received or made.

Detail
Services and the valuation of United 
Kingdom visible trade
As explained in section 2, the visible trade estimates 
included in the balance of payments cover imports as 
they arrive in the United Kingdom valued f.o.b. (that is, 
at the frontiers of the exporting countries). However, this 
is net of the value of loss and damage incurred en route to 
the United Kingdom.

For UK importers who purchase goods ^o.b.and 
arrange transport themselves, their payment for the goods 
at the exporting countries’ frontiers comprises:

the value included in the visible trade 
estimates (which is net of subsequent loss 
and damage);
the value of loss and damage incurred en 
route.

In addition, such importers bear the costs of:

freight services outside the exporting 
countries;
insurance services (the excess of 
insurance premiums paid for the journeys 
over claims made).

Where importers purchase goods c.Lf.- that is, on 
arrival in the United Kingdom - items (ii) to (iv) are paid 
by the overseas exporters in the first instance. The c.i.f. 
prices are set accordingly, however, and the UK importers 
are regarded as bearing the costs of items (i) to (iv).

So, irrespective o f the payment basis, items (ii) to (iv) 
represent costs to UK importers additional to the visible
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trade entries (item (i)). Item (ii), the value of loss and 
damage, is part o f the price paid to the overseas exporter 
and so always represents a debit entry in the balance of 
payments accounts. Items (iii) and (iv), freight and 
insurance services, also represent debit entries when 
provided by overseas residents; where such services are 
provided by UK residents there is no balance of payments 
entry.

The estimates of visible trade cover exports valued f.o.b. 
The valuation of exports at the UK frontier must, by 
definition, include any subsequent loss or damage en route 
to the importer. Therefore, unlike imports, there is no 
need to make an explicit adjustment for loss and damage 
to exports. However, overseas importers must additionally 
bear the costs of freight and insurance services for the 
journeys outside the United Kingdom and where such 
services are provided by UK residents this gives rise to 
credit entries in the services accounts.

The f.o.b value for UK imports includes the cost of 
transport within the exporting country. Where this service 
is provided by a UK operator then the trade valuation of 
imports overstates the balance of payments effect and an 
offsetting credit entry is therefore included under "Land 
transport". Similarly, an offsetting debit entry is included 
for foreign operators’ carriage of UK exports within the 
United Kingdom.

General government (Table 3.2)
This covers:

(i) all exports and imports of services by the UK 
government,including its employees stationed 
abroad, other than those included elsewhere in 
the accounts;
imports of goods from non-UK sources to UK 
government installations abroad (except goods 
which have passed through HM Customs and 
Excise and are therefore included in the visible 
trade estimates).

The figures for UK government exports and imports of 
services are obtained from official sources including 
returns provided by government departments.

Credits

European Community institutions
These are services of the UK government in collecting the 
UK contributions to the European Community Budget, 
and services provided at the site of the Community’s Joint 
European Torus project in Oxfordshire. The collection 
costs for the contributions from 1988 are netted off the 
contributions and so not included here. The entry for 1988 
relates to costs in earlier years.

US forces* expenditure
These are goods and services supplied by the UK 
government to the United States forces stationed in the 
United Kingdom.

Other military receipts by UK government
This includes receipts for:

certain goods supplied within the United 
Kingdom to the United States government, 
contributions from overseas governments towards 
common defence projects (included net since
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1983);
services provided in the United Kingdom and 
elsewhere to services overseas residents, for 
example military training schemes.

Other receipts
This comprises goods and services which the government 
provides to overseas residents under its economic aid 
programmes (these are offset under "Bilateral aid"); 
miscellaneous goods and services supplied by the UK 
government to overseas countries; and the reimbursement 
from other member states of the EC for treatment given 
by the NHS to their nationals.

Debits

Military expenditure
This includes expenditure on:

the services of locally engaged staff of UK 
military bases abroad;
contributions towards common defence projects (to 
1982 - see "Credits");
food, equipment, fuel and services purchased 
locally;

These items are recorded partly on a net basis - that is, 
after deducting receipts arising locally; from the most 
recent Anglo-German offset agreement; and from the 
Hong Kong defence costs agreement.

Administ rat ive ,  d ip lomatic ,  etc. 
expenditure
Goods and services provided by local residents to UK 
embassies, High Commission offices, Consulates and the 
British Council account for most of this heading. It also 
includes the services of locally engaged staff; goods and 
services provided by local residents to UK diplomatic and 
other non-military personnel stationed overseas; and the 
reimbursement to other member states of the European 
Community for medical treatment given to UK nationals.

Sea transport (T a b le  3 .3)

Exports of UK operators consist of freight services on UK 
exports (but not imports - see "Services and the valuation 
of UK visible trade", above) and on cross-trades, the 
carriage of overseas passengers and the provision to them 
of goods and services, and the chartering of ships to 
non-residents. Exports also include fuel and other supplies 
purchased in the United Kingdom by overseas operators. 
Conversely, imports comprise fuel and other goods 
purchased abroad by UK operators, their chartering of 
ships from non-residents, and the carriage by non-resident 
operators of UK imports (but not exports), goods on UK 
coastal routes and UK passengers.

Ships owned or chartered-in by UK 
residents
(For ships time chartered-out overseas, only the charter 
fee is included here) Statistics relating to UK operators 
are provided by the General Council of British Shipping 
(GCBS), which conducts inquiries into its members’ 
participation in overseas trade. Recent inquiries covering 
all GCBS members have been made every four years, the 
latest in respect of 1990. Sample inquiries are made in the 
intervening years. The 1991 results are provisional and 
full results will be incorporated in the 1993 Pink Book.

Services

The services of offshore supply vessels and non-trading 
ships are not included in "Sea transport" but in "Financial 
and other services".

The value of services provided to overseas passengers 
comprises fares and passengers’ expenditure on board 
ship.

Since UK operators are not able to distinguish between 
fares received from UK and overseas residents,fares 
collected abroad are taken as an estimate of fares received 
from overseas residents (passenger revenue collected 
abroad from UK residents is thought to be small and is 
assumed to be counter-balanced by that collected in the 
United Kingdom from foreign residents). An estimate of 
passengers’ expenditure on board ship is added, taking the 
overseas residents’ proportionate share of the total to be 
the same as for fares.

Disbursements abroad include payments for 
bunkers, canal dues, the maintenance of shore 
establishments, port charges, agency fees, handling 
charges, crews’ expenditure, pilotage and towage, repair 
work, ships’ stores, light dues, other miscellaneous port 
expenditure abroad and wages of non-UK crew paid 
abroad. Charter payments include payments for 
operational leasing.

Ships operated by overseas residents.
Credits. Estimates of disbursements in the United 
Kingdom by overseas operators are made by the 
Department of Transport. UK income from port charges, 
towage, handling costs and other port-related services was 
surveyed in 1979-80 by the National Ports Council. A new 
survey to provide up to date information on overseas 
operators expenses within the United Kingdom is being 
completed. Provisional results have been included in this 
years Pink Book. Crews’ expenditure was surveyed in 
1978 by the Immigration Service. Regular returns are 
received on light dues from Trinity House, on ships stores 
from HM Customs and Excise and on bunkers from the 
Department of Energy (tonnages) and trade sources 
(prices).

Time charter payments made to UK residents are 
included under "Ships owned or chartered-in by UK 
residents".

Debits. Estimates of freight services on UK imports 
provided by overseas residents take as their starting point 
the estimates of total freight services on the sea legs of 
UK imports described in section 2. The estimates since 
1989 for wet cargo freight on imports have been increased 
to allow for the inclusion of non-oil imports, carried in 
tankers. The estimates for dry cargo freight on imports 
have at the same time been reduced. For oil imports, 10 
per cent of the section 2 figures from 1982 are excluded as 
representing insurance premiums. GCBS estimates of the 
element provided by UK-operated ships (including voyage 
charter receipts) are then deducted.

Estimates of passenger fares paid to overseas operators 
are derived mainly from the results of the International 
Passenger Survey which is described in the notes below on 
"Travel". A further allowance is now made for on-board
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Services

sales of goods and services Passenger fares paid to 
overseas operators for fly-cruises, however, together with 
other expenditure by UK passengers on board overseas 
shipping, is included but not separately identified in
'Travel" debits.

Civil aviation (Table 3.4)
The exports of UK airlines comprise the carriage of 
overseas passengers to, from or outside the United 
Kingdom and the provision to them of goods and services, 
the carriage of U K  exports (but not imports - see "Services 
ind the valuation of UK visible trade", above) and 

cross-trades and the chartering of aircraft to 
non-residents. Exports also include airport charges and 
fuel and other supplies purchased in the United Kingdom 
by overseas airlines.

Debits include expenditure abroad by UK airlines on fuel, 
airport charges, crews’ expenses, charter payments, etc. 
They also include payments to overseas airlines for the 
carriage etc of UK imports (but not exports) and of UK 
mail; and for the carriage of UK passengers on flights 
covered by tickets for journeys to or from the United 
Kingdom (the carriage of UK passengers on other overseas 
flights is included under "Travel").

UK airlines
The transactions of UK airlines are derived from returns 
supplied by the airlines.

Credits. Passenger revenue relates to all tickets sold 
outside the United Kingdom and used on UK aircraft, 
together with receipts from carrying passengers’ excess 
baggage and vehicles. (An exercise by British Airways pic 
demonstrated that the value of tickets sold overseas to UK 
residents is roughly counter-balanced by sales in the 
United Kingdom to overseas residents).

Other revenue comprises receipts from carrying overseas 
airmails, receipts from the charter or hire of aircraft, gross 
receipts of sums due from overseas airlines under pooling 
arrangements and for services such as consultancy and 
engine overhaul.

Debits. Disbursements abroad include airport landing 
fees, other airport charges, purchases of fuel and stores, 
charter payments, crews’ expenses, the operating costs of 
overseas offices, agents’ commissions, advertising, 
settlements with overseas airlines under pooling 
arrangements, and miscellaneous expenditure abroad.

Overseas airlines
Credits. These comprise expenditure in the United 
Kingdom by overseas airlines on landing fees, other 
airport charges, handling charges, purchases of fuel and 
stores, crews’ expenses, office rentals and expenses, 
salaries and wages of staff at UK offices, commissions to 
agents and advertising. The estimates are based on 
information from UK oil companies on bunkers supplied 
to overseas airlines; returns from the Civil Aviation 
Authority, BAA pic and municipal airports on their 
receipts from overseas airlines for air traffic control, 
landing fees and other airport charges; and survey 
information provided by the Civil Aviation Authority from 
the majority of large overseas airlines operating in the 
United Kingdom on their other UK expenses.

Debits. The information on fares oaid bv UK oasseneers

to overseas airlines is derived from the International 
Passenger Survey; see notes on "Travel" below. An amount 
is added for the estimated expenditure of UK residents on 
flights between the United Kingdom and the Irish 
Republic, which is not covered by the survey. Up to 1979 
only payments for flights immediately to and from the 
United Kingdom are covered.

Estimates of overseas airlines’ freight on UK imports are 
derived by subtracting from the estimates of total freight 
on imports arriving by air (see section 2) the element 
provided by UK airlines. Other debits comprise payments 
to overseas airlines for carrying UK airmails as reported 
by the Post Office to the Civil Aviation Authority.

Travel (Table 3.5)
This covers goods and services provided to UK residents 
during trips of less than one year in overseas countries 
(and provided to overseas residents during similar trips in 
the United Kingdom), net of any purchases made with 
money earned or provided locally. Transport to and from 
the United Kingdom is excluded and shown under civil 
aviation and sea transport, together with flights covered 
by tickets for journeys to or from the United Kingdom. 
Other overseas flighte are included.

The estimates are based primarily on the International 
Passenger Survey, which seeks information on 
expenditure from samples o f overseas visitors leaving the 
United Kingdom and of UK residents returning from 
abroad. For package tourists, estimates of the transport 
elements are deducted from the reported total package 
costs. Estimates of the expenditure of UK residents 
visiting the Irish Republic and of Irish residents visiting 
the United Kingdom (who are not covered by the survey), 
are derived from statistics published by the Irish Central 
Statistics Office.

The survey distinguishes several purposes of visit. In 
Table 3.5, all except "Business ’ have been combined under 
the heading "Leisure". This covers holidays, visits to 
friends and relatives, the expenditures of people visiting 
(for less than a year) for education and health reasons and 
miscellaneous purposes. Visits for more than one purpose, 
where none is distinguished as the main purpose, are 
classified as miscellaneous.

Financial and other services (Table
3.6)

UK financial and allied institutions
The services earnings are included net of any overseas 
expenses by the institutions concerned. The commissions, 
fees and other trading revenue of securities’ dealers are 
included here; their dealing profits are excluded in line 
with international convention.
The estimates are based on returns made through the ABI 
to the Central Statistical Office (for insurance), on returns 
made to the Bank of England (for banks and securities 
dealers) and returns to the Central Statistical Office plus 
other sources for the remaining institutions.

Insurance underwriters and brokers
Underwriters' services are measured by net premiums 
from overseas (that is, premiums received less claims 
paid), less overseas expenses.

This accords with international recommendations - which
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recognise, however, that the premiums received and the 
claims paid in any period may not relate to the same 
risks. The balance of premiums received over claims paid 
in a given period conceptually comprises three elements. 
The first is a service charge that is built into premiums 
paid in the period. The second is a variable gain or loss 
(due to claims in the period being less or more than those 
expected when the premiums were set). The third is a 
contribution to the change over the period in the amount 
held against future claims (the size of this contribution 
depends on the timing differences between premium 
receipts and claims payments; it can be considerable for 
life insurance, for example). These elements cannot be 
distinguished in the available data.

All net premiums for the cargo insurance of UK exports 
(but none for imports) are included, irrespective of who 
pays the premiums (see "Services and the valuation of UK 
visible trade", above).

The figures for Lloyd’s underwriters are based on data 
supplied by the Corporation of Lloyds; they also include 
receipts for management services provided to overseas 
members of Lloyds syndicates. The figures for insurance 
companies are based on data supplied by the Association 
of British Insurers. The figure for 1991 is a projection.

Brokers* services are measured by net brokerage 
earnings on business written in foreign currencies, and 
sterling business known to relate to overseas residents.

Banks
This covers United Kingdom banks’ services giving rise to 

(i) commissions for credit and bill transactions such 
as advising, opening and confirming documentary 
credits, collection of bills, etc; 
net receipts on foreign exchange dealing; 
commission on new issues of overseas securities; 
and
banking charges, fees and commissions in respect 
of current account operations, executor and 
trustee services, portfolio management, 
commitment fees,guarantees, securities 
transactions and similar services.

(ii)
(iii)

Estimates are based on inquiries carried out annually 
from 1986 to 1990 and for some earlier years. A quarterly 
survey was run in 1991. Management services provided to 
and by overseas offices are not included here but under 
"Other services provided by/to United Kingdom companies 
to/by related concerns".

Commodity traders, bullion dealers and 
export houses.
This includes commissions etc received from overseas by 
UK residents (other than banks and oil companies, whose 
earnings are included elsewhere) for dealings in physical 
goods and in futures and options contracts. The entries 
are net of commissions paid overseas. It also includes the 
overseas merchanting earnings of UK residents. In 
principle, this item should also include "difTerences" 
arising from the dealings of UK residents on overseas 
futures and options markets, and of overseas residents on 
UK markets; these represent gains and losses made 
through changes in price during the lives of contracts 
held.

For commodity traders and bullion dealers, the 
estimates for years up to 1979 are based primarily on a
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survey of the principal UK commodity markets in the 
three years from mid-1974 (with a broad allowance for 
other commodities) and on exchange control data (for the 
earnings of gold and silver bullion dealers). These 
estimates cover all the types of earning mentioned above. 
A further inquiry was held for 1988 covering all members 
of the principal London commodities and financial futures 
markets (other than banks and oil companies, but 
including bullion dealers-see Bank of England Quarterly 
Bulletin, August 1989). The inquiry yielded an estimate of 
the earnings from brokerage and merchanting, but not of 
the net flows of "differences". Furthermore, the net flows 
of "differences" are likely to fluctuate substantially over 
time, so no projection from the earlier data source was 
attempted. Thus the entry for 1988 included only earnings 
from brokerage and merchanting. It was substantially 
below the previous estimate, which was a projection 
forward of the total earnings derived from the earlier 
survey.

For 1989 the earnings of dealers in physical 
commodities were updated from the 1988 survey carried 
out by the Bank of England. From 1990 the Central 
Statistical Office has carried out an annual survey of 
dealers in physical commodities in conjunction with a 
survey of export houses, see below. Since the 1988 inquiry, 
the overseas earnings of financial futures and options 
dealers are assumed to have moved in line with the 
corresponding total earnings of such dealers reported in 
statutory returns to supervisory bodies.

Estimates of the net profits of UK firms from third 
country trade in goods up to 1977 were based on 
occasional surveys carried out by the British Export 
Houses Association. For 1978 to 1989 the 1977 earnings 
were projected forward in line with the trend in the value 
of world trade. For 1990 the Central Statistical Office 
carried out a sample survey of export houses drawn from 
the list published by the British Exporters Association. 
This resulted in an estimate somewhat lower than the 
projection ; estimates for earlier years were adjusted 
accordingly. The survey was expanded and repeated for 
1991.

Baltic Exchange.
This covers the brokerage and other services earnings of 
members of the Exchange for chartering, sales and 
purchases of ships and aircraft and other associated 
activities. Estimates are provided by the Exchange.

Fund Management Companies
Service earnings for 1990 and 1991, covering investment 
management fees and fees generated from advisory and 
other related functions, have been derived from a survey 
of companies whose main activity is fund management.

Earnings are net of any overseas expenses by the 
institutions concerned. They exclude earnings ofinsurance 
companies, which are covered by separate returns made 
through the ABI to the Central Statistical Office ( see 
above, under "UK financial and allied institutions ). Data 
for earlier years is not available but, for continuity, broad 
estimates for recent back years have been included under 
’other services’. These estimates take account of the level 
of activity in the stock market in previous years.

Lloyd’s Register of Shipping.
This covers fees charged for ship classifications and other 
related services.

. ,  A

t l

L  L

rAv'f<
w i f » ‘

s'"*
betw'®" >  »ec«
the

iSiaet Whe'
eredite-

Prior to 1991 an
Consulting eni 
Management an 
by professional a 
Engineers, Royal 
Management C< 
identified (n.e.i. 
earnings of archi 
For 1991, the ea 
estimated from a 
Statistical Offia 
Department’s cei 
change in metho 
basis for all yea 
published separal 
of the gross earn 
work are provide! 
has been made foi 
from any record, 
namings of Soli 
’Aspect of 1980

(in which
included).

V V



'es

a
'’er but'““"N It*'''

*"'1 1̂1̂ ̂ '‘*'"'al fiuJr
* of E„'j""Paaies t !

■t'^marchan^ataof

®“ t̂antialiy ‘
■8a dorivab C t &  '

*'“̂ "8- It w';;3 «"'i"sa
“'■ '■'Wah Wa, a

earlier

d e a l^n  ,*- ,

»^e?£
" d  o S
iitiea \ ef

'̂OW-Since the 1988 inquiry
nanaal futures and options 
»ve moved in line -̂jth the 
8 of such dealers reported in 
orv bodies.

its of UK firms from third 
p to 1977 were based on 
out by the British Export 

'8 to 1989 the 1977 earnings 
lewith the trend in the value 
he Central Statistical Office 
of export houses drawn from 
ritish Exporters Association, 
te somewhat lower than the 
earlier years were adjusted 

panded and repeated fors ex

.<ol

Services

Securities dealing commissions.
The 1989 earninga of securities’ dealers were derived from 
a survey completed by members of The Securities and 
Futures Authority Ltd (SFA). This yielded a much higher 
figure than that previously included, which was derived 
by trending forward the data provided by the Stock 
Exchange up to the first quarter of 1986. Earnings 
between 1986 and 1989 were re-estimated by reference to 
the turnover in securities. The 1990 and 1991 figures are 
from the same source. In conformity with international 
guidelines profits from dealing on principal (previously 
shown under ’other services’) are no longer included as
services credits.

Money market brokers.
The earnings for wholesale money market brokers are 
based, since 1988, on estimates supplied to the Bank of 
England by certain of the largest firms.

UK consultancy firms
This comprises the overseas earnings, net of overseas 
expenses, of UK firms whose main overseas earnings are 
from consultancy and design work. The figures include the 
profits of overseas offices in some cases. The consultancy 
earnings of other UK firms are included indistinguishably 
elsewhere in the accounts.

Prior to 1991 annual estimates of the net earnings of 
Consulting engineers^ Chartered surveyors and 
Management and economic consultants were supplied 
by professional associations (Association of Consulting 
Engineers, Royal Institution of Chartered Surveyors, 
Management Consultancies Association).The Other 
identified (n.e.i) category comprised estimates of the 
earnings of architects and of miscellaneous professions. 
For 1991, the earnings of these consultants have been 
estimated from a new survey carried out by the Central 
Statistical Office, using a sample drawn from the 
Department’s central business register. Because of the 
change in methodology detailed figures on a consistent 
basis for all years are not yet available; they will be 
published separately when they are available. Estimates 
of the gross earnings of Process engineers for design 
work are provided by the individual firms (no allowance 
has been made for associated overseas expenditure, apart 
from any recorded under "Travel"). Estimates of the 
earnings of Solicitors are based on surveys held in 
respect of 1980 and annually since 1986 by the Law 
Society (in which amounts forwarded to barristers are 
included).

Telecommunications and postal services
This comprises international telephone, telegraph, telex 
and surface mail services. Figures are supplied by British 
Telecom pic. Mercury Communications pic and the Post 
Office.

Films and television
The figures are derived from the Central Statistical Office 
annual inquiries into overseas transactions in respect of 
production costs, royalties, rentals and purchases of 
cinematographic films and television materials. A 
deduction is made to eliminate the overlap between this 
inquiry and the purchases and sales of exposed 
cinematographic films included in exports and imports of 
goods.

North Sea oil and gas companies
The main components of the credit item are work done 
overseas by UK-owned drilling rigs and offshore supply 
boats and by UK seismic survey contractors, services 
provided by UK residents to the owners of foreign drilling 
rigs, the treatment of Norwegian oil and gas at the Seal 
Sands and St. Fergus terminals and the transporting of 
Norwegian gas to the latter terminal and receipts of the 
UK company operating the Murchison field from the 
Norwegian partners in respect of their share of the 
operating costs o f the field.

The debit item comprises services such as the hire of 
drilling rigs and marine support vessels, consultancy, 
diving and insurance (premiums less claims). The United 
Kingdom’s share of the development costs of the 
Norwegian operated Frigg and StatQord fields is included 
here to the extent that this expenditure cannot be 
allocated to visible trade.

The estimates are based on information supplied by 
companies classified to the industry (Class 13 of the 
Standard Industrial Classification, 1980).

Land transport - freight
Credits comprise the earnings o f UK road hauliers for the 
carriage outside the United Kingdom of UK exports and 
the carriage within the exporting countries of UK imports 
(although excluding all such earnings from lorries leaving 
the United Kingdom via the Northern Ireland land 
boundary). Estimates of numbers of journeys to various 
countries are derived from the International Road 
Haulage Survey,and rates for each journey are estimated 
from trade and other sources.

Debits include payments to all overseas land transport 
operators for the carriage of U K  imports between the 
frontiers of the exporting countries and the overseas sea 
ports. Estimates are made by subtracting from the 
estimate of total freight on imports for land legs (as 
described in section 2) an estimate of the element earned 
by UK operators (derived as for credits). Debits also 
include the earnings of overseas road hauliers for carrying 
UK exports and imports (other than trade with the 
Republic of Ireland) within the United Kingdom. These 
are estimated from the statistics of ferry movements of 
foreign registered lorries, average loads, average lengths 
of haul within the United Kingdom and estimated freight 
rates.

The disbursements abroad by UK road hauliers, and in 
the United Kingdom by overseas road hauliers, are 
included within "Travel".

Advertising
The credits series represents advertisingservices provided 
for non-residents by UK newspapers and other media and 
by advertising agencies. Prior to 1991 it was based on 
information published by Media Expenditure Analysis 
Ltd. For 1991, the Central Statistical Office has conducted 
a survey.

Royalties, etc and Other services 
transactions between UK companies and 
related concerns
(See the glossary for the definition of "related" concerns). 
Royalties etc covers amounts payable or receivable by 
UK residents (other than banks and insurance companies)
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for the right to use processes and other information. It 
includes royalties, licences to use patente, trade marks, 
designs, copyrights, etc; manufacturing rights and the use 
of technical "know-how"; amounts payable or receivable in 
respect of mineral royalties; and royalties on printed 
matter, sound recordings and performing rights. Film 
royalties are however included under "Films and 
television"; and royalties incorporated in the contract 
nrices of UK exports and imports under "Visible trade".

Other services transactions between UK companies 
and related concerns covers amounts charged both for 
general management expenses and for specific services not 
included elsewhere in section 3. Up to 1983, these series 
exclude all transactions of UK oil companies. The 
estimates are derived from the Central Statistical Office’s 
Royalties and Other Services Inquiry. This has been 
expanded since 1990 to give improved estimates.

Expenditure in the United Kingdom 
overseas students
This covers the tuition fees and other expenditure of 
students who are funded from overseas and in the United 
Kingdom for twelve months or more. (The expenditure of 
overseas students in the United Kingdom for shorter 
periods is included in "Travel" credits.) The figures also 
include the fees and other expenditure of pupils in UK 
private schools, and income received direct from overseas 
by examining bodies and correspondence course colleges.

Estimates of student numbers are extracted from the 
Universities Funding Councils’ statistical publications. 
Estimates of fee levels, previously provided by the British 
Council, were updated in 1990 following a CSO survey of 
educational establishments.

Education Services
Since 1990 the Central Statistical Office has conducted an 
annual survey of educational establishments in respect of 
services to overseas residents such as research projects, 
conference facilities and tourist accommodation. There are 
no data for previous years but, for consistency, broad 
estimates have been included in ’other services’.

Expenditure in the United Kingdom by 
overseas embassies, etc.
This comprises the cost of operating and maintaining 
Commonwealth High Commission offices, foreign 
embassies and consulates in the United Kingdom, 
including the salaries of locally-engaged staff, and the 
personal expenditure of diplomatic staff; and similar 
expenditure by the UK offices of non-territorial 
organisations. For 1984, the estimates are based on 
information supplied by certain embassies and on the 
numbers of diplomats stationed in the United Kingdom. 
Estimates for other years take account of information 
supplied by certain overseas countries; and on changes in 
the numbers of diplomats and in UK prices.

Expenditure in the United Kingdom by US 
bases and forces (n.e.i.)
This comprises purchases from the UK private sector of 
goods and services, the salaries of locally-engaged staff, 
and personal expenditure by the forces. (Purchases from 
the UK government are included under Government 
services). The figures are derived from information 
provided by the United States military authorities.
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Trade commissions
In Pink Books prior to 1991 there were adjustment series 
designed to compensate for quite legitimate differences 
between the declared and the actual values of visible 
imports and exports. These series were based on a 
valuation survey and exchange control data and they were 
projected from 1980. A new survey of the valuation of 
visible trade was carried out in respect of trade in 
September 1990. This indicated that the valuation 
differences were no longer significant. Accordingly the 
series "Commissions on UKimports" and "Commissions on 
UK exports" have been withdrawn. Separately the 
coverage of the Royalties and Services Inquiry has been 
extended to cover commission payments to UK commission 
agents and wholesalers. These are included within "other 
services" from 1990 with some broad estimates for earlier
years

Other services, etc.
These cover the overseas services transactions of UK 
enterprises not included elsewhere; the element of 
bilateral aid included in section 6 which is spent on 
services provided by the UK private sector (credits only); 
the earnings of individuals directly employed by foreign 
residents (other than at embassies etc and military bases); 
subscriptions to professional bodies; and other minor 
amounts. Up to 1983 they include all the overseas services 
and royalties transactions of UK oil companies (other than 
North Sea companies, shown separately above).

For UK enterprises^ the data are taken from the 
questions on service transactions with unrelated overseas 
concerns in the Royalties and Other Services Inquiry. 
These questions were made compulsory in 1987 and 
earlier years were revised in the light of the 1987 data.

The othert smaller, components are projected forward 
from earlier estimates.

Loss/damage to UK imports
This is the value of loss and damage incurred en route by 
UK imports. It also includes, indistinguishably, insurance 
services on UK imports provided by overseas insurers (see 
"Services and the valuation of UK visible trade", above). 
The estimates comprise insurance premiums paid on UK 
imports (including, from 1982, 10 per cent of the section 
2 figures of freight and insurance on oil imports), less 
insurance services (premiums less claims) on UK imports 
provided by UK insurers.

References
A general paper on statistics of the United Kingdom’s 
international trade in services was presented to the 1988 
Statistics Users’ Conference.
Sea Transport. An annual analysis describing the 
international activities of the UK shipping industry is 
published by the Department of Transport as a statistics 
iDulletin.
Civil Aviation  Information is published by the Civil 
Aviation Authority in CAA Monthly and Annual 
Statistics.
Travel. Articles appear regularly in the Employment 
Gazette and more details are published in Business 
Monitors MQ6 and MAS.
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1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Crodht

Genor^ government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

CGJR 401 404 470 474 483 511 521 550 445 425 412

CGJW
CGJO

3  731 
2 359

3 2 1 5  
2 471

3 043 
2 665

3 244 
2 931

3 2 1 1  
3 078

3 216 
2  786

3  262 
3 1 5 9

3 522 
3 192

3  848 
3  758

3 732
4 358

3 658 
3 927

’"payments to
08« are inci„j 
me bmad T'* With

Total credits

Debits

for earli;;

d^e all the overseas services 
fUKoi!companies(olherthan
'n separately above).

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

Total debits

Balances

General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial and other services

HHDE 7 3 0 3 8 085 9  175 10 324 12 003 13 626 14 656 13911 14 899 15 482 16 540

CGJZ 16 764 17 363 19 356 21 587 24 217 25  692 27  878 27 359 29  895 31 782 31 702

CGGI 1 264 1 754 1 522 1 655 1 781 1 920 2 1 4 1 2 351 2  699 2 784 2 608

CGGW 3 6 1 8 3  589 3 665 3 600 3 508 3 302 3 3 1 0 3 499 3  754 3 743 3  643
CGGG 2 005 2 184 2 363 2 676 2 877 3 194 3  775 4 203 4 397 4 769 4 397
CGKA 3 272 3  640 4 090 4 663 4 871 6 083 7 280 8 2 1 6 9  357 9 9 1 6 9 825
HBVH 2 6 1 3 3  174 3 652 4 474 4 493 4 385 4 627 4 693 5 6 4 9 5 989 6 039

CGG2 12 972 14 341 15 292 17 068 17 530 18 884 21 133 22 962 25 856 27  201 26  712

CGIG •863 -1 350 -1 052 -1 181 -1 298 -1 409 -1 620 •1 801 -2 254 -2 359 -2 396

HBTO •87 -374 -622 -356 •297 •86 -28 23 94 -11 15
HDJA 354 287 302 255 201 •408 •616 •1 O il •639 •411 -470
HBYE -302 •452 -87 -49 571 -530 -1 020 -2 032 -2 412 •2 131 -2 660
HHCW 4 690 4 911 5 523 5 650 7 510 9 241 10 029 9 2 1 8 9  250 9  493 10 501

J data are taken from the 
:tions with unrelated overseas 
and Other Services Inquiry, 
de compulsory in 1987 and 
n the light of the 1987 data.

Overall balance CGIN 3  792 3  022 4 064 4 519 6 687 6 808 6 745 4 397 4 039 4 581

3nents are projected foiward

imports
i damage incurred en route by

General government

j.indistinguishably, insurance •
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£ million

1961 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Credits

European Community institutions CGPJ 122 150 148 186 157 157 126 85 5 5 8
US forces' expenditure HCPP 71 72 115 134 142 173 202 204 175 153 170
Other military receipts by UK government HCOJ 114 93 104 56 78 66 73 89 62 62 23
Other receipts HCQO 94 89 103 96 106 115 120 172 183 185 211

Total credits CGJR 401 404 470 474 463 511 521 550 445 425 412

Debits

Military
German Federal Republic HCKJ 758 848 866 873 872 1 041 1 123 1 260 1 431 1 362 1 352
Other HCNK 304 669 366 513 620 587 665 770 904 1 042 1 051

Administrative.diplomaTic.etc. HCKE 202 217 250 269 289 292 333 321 364 380 405

Total debits CGGI 1 264 1 754 1 522 1 655 1 781 1 920 2 141 2 351 2 699 2 784 2 808

Balance CGIG •863 -1 350 -1 052 -1 181 -1 298 •1 409 •1 620 •1 801 -2 254 •2 359 •2 396
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Volume and price indices

Sea transport

Credits

Ships owned or chartered-in by UK residents

Dry cargo

Operating earnings 
Freight on UK exports 
Freight on cross-trades 
Overseas passenger revenue 

Time charier receipts from overseas

Total

Wet cargo

Operating earnings 
Freight on UK exports 
Freight on cross-trades 

Time charter receipts from overseas

Total

Ships operated by overseas residents

Disbursements in the United Kingdom

Total credits

Debits

Ships owned or chartered-in by UK residents

Dry cargo

Disbursements overseas 
Charter payments overseas

Total

Wet cargo

Disbursements overseas 
Charter payments overseas

Total

Ships operated by overseas residents

Freight on UK imports - dry cargo 
Freight on UK imports • wet cargo 
Freight on UK coastal routes 
UK passenger revenue

Total

Total debits

Balances

Ships owned or chartered-in by UK residents hdos

Ships operated by overseas residents

Overall balance - sea transport

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

I
I oŝ

Total
HECV 372 428 369 417 494 393 419 466 462 411 378
HDVl 637 650 539 624 608 696 736 839 974 863 667
HCOD 242 316 354 393 499 514 470 495 466 507 479
HOPE 240 172 97 118 131 115 106 179 214 162 115

HEDB 1 491 1 566 1 359 1 552 1 732 1 718 1 731 1 979 2 136 1 943 1 639

airtnes

Tol̂ ĉ

HDNR 852 961 1 117 1 110 1 190 1 060 1 122 1 033 1 134 959 906
HCMW 105 159 110 109 127 145 146 170 213 182 189

HDPT 957 1 120 1 227 1 219 1 317 1 205 1 268 1 203 1 347 1 141 1 095

HDSI 710 477 432 369 221 168 231 212 239 179 202
HDJX 260 268 259 278 207 160 160 155 179 247 260

HDUIs 990 745 691 647 428 348 391 367 418 426 462

HCJO 1 580 1 414 1 399 1 289 1 277 1 243 1 228 1 405 1 460 1 437 1 354
HCNJ 123 130 154 225 237 254 150 209 175 320 287
HFAA 34 39 44 48 51 51 45 66 72 80 84
HDJK 134 141 150 172 198 201 226 249 282 339 361

HCPH 1 871 1 724 1 747 1 734 1 763 1 749 1 651 1 929 1 989 2 176 2 086

CGGW 3 8 1 8 3 569 3 665 3  600 3 506 3 302 3 3 1 0 3 499 3 754 3 743 3 643

HDOS 1 116 662 410 613 707 966 901 1 200 1 271 1 291 1 185

KBVD -1 203 -1 036 •1 032 -969 -1 004 -1 052 -929 -1 177 -1 177 -1 302 -1 170

HBTO -87 -374 -622 -356 -297 -66 -28 23 94 ■11 15

ib»S

HEIX
HECX
HDUS

73 
1 117 

382

65
653
243

79
666
224

125
684
118

75
517
126

69
613
119

86
654

89

88
613

90

80
724

96

68
697
150

1
1
i
1

I
46

734
123

1

KEIK 1 572 961 969 927 720 801 829 791 900 915 903 Tool

Total debits

HBUD 668 688 715 765 759 697 722 752 812 874 916 Balances

CGJW 3 731 3 2 1 5 3 043 3 244 3211 3 2 1 6 3 282 3 522 3 848 3 732 3 656 Overseas artnes

Ô eral balance ■ civi a«

Travel

Credits

Business
lesure

Total

Dsbits

Outness
leisure

Total

Balartcis
f'

&4iness
leisure

balance favei



752

1405
209
86

Civil aviation

812 874 916

’  3 73! 36SI

I 1033 1 134
) 170 213

5S9 906
162 189

) 1 203 1 347 1 141 1095

1460
175
72

1437
320

1354
287
64

361

3 743 3®*̂

Credits
UK airlines

Overseas passenger revenue
Freight on UK exports and cross-trades
Other

Total

Overseas airlines’ disbursements in UK

Total credits

Debits

UK airlines’ disbursements overseas

Overseas airlines 
UK passenger revenue 
Freight on UK Imports 
Other

Total

Total debits

Balances

UK airlines 
Overseas airlines

Overall balance - civil aviation

212 239 179 202
Business
Leisure

155 179 247 260
Total

367 418 426 462

Debits

3.5 Travel

1961 1962 1963 1984 1985 1966 1987 1966 1989 1990

Credits

HCQL
HBZE

763 
2 207

794 
2 394

961 
3  042

1 091 
3 523

1 293 
4 149

1 552 
4 001

1 632 
4 626

1 652 
4 332

2 032 
4 913

2 1 9 3  
5 592

CGKA 2 970 3 188 4 003 4 614 5 442 5 553 6 260 6 184 6  945 7 785

Business
Leisure

HBOF
HCKH

610 
2 662

683 
2 957

805 
3 285

984 
3  679

1 075 
3  796

1 131 
4 952

1 317 
5 963

1 448 
6  768

1 616 
7 741

1 855 
8 061

Total CGHA 3 272 3 640 4 090 4 663 4 871 6 083 7 280 8 2 1 6 9 357 9 9 1 6

Balances

Business
Leisure

HBWP
HDJF

153
455

111
563

156
-243

107
156

216
353

421
-951

315 
1 335

404 
2  436

416 
2  826

336 
2  469

Overall balance - travel kbye -302 -452 •87 •49 571 -530 -1 020 -2 032 -2 412 •2131

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1969 1990 1991

HEFF 1 026 1 119 1 304 1 560 1 749 1 653 1 911 1 932 2 304 2 656 2 3 6 3
HCIM 134 129 146 175 160 209 230 236 280 265 211
HBWB 98 113 132 118 119 113 125 139 158 183 160

HDJW 1 258 1 361 1 582 1 853 2 046 1 975 2 266 2 307 2  742 3  124 2  754

HDJY 1 101 1 110 1 083 1 078 1 030 811 893 665 1 016 1 234 1 173

CGJO 2 359 2 471 2 665 2 931 3  078 2  786 3  159 3 192 3 758 4 358 3  927

H8UT 935 1 003 1 074 1 249 1 399 1 354 1 478 1 500 1 679 1 665 1 759

HEAD 903 1 016 1 126 1 240 1 296 1 651 2 088 2 363 2 3 6 7 2 548 2 333
HBTI 161 160 156 180 174 178 195 321 332 318 289
HCRA 6 5 7 7 6 11 14 19 19 20 16

HDIX 1 070 1 181 1 289 1 427 1 478 1 840 2 297 2 703 2 7 1 8 2 8 8 4 2 6 3 6

CGGG 2 005 2 184 2 363 2 676 2 877 3  194 3 775 4 203 4 397 4 769 4 397

HCJX 323 356 508 604 649 621 788 807 1 063 1 239 995
HCOU 31 •71 -206 -349 •446 -1 029 •1 404 -1 818 •1 702 •1 650 •1 465

HDJA 354 287 302 255 201 -408 -616 -1 O il -639 -411 -470

£ million

1991

2 0 1 6  
5 149

7 1 6 5

1 787 
8 038

9 825

229 
2 669

•2 660
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Financial and other services

£ million

1901 1962 1963 1964 1985 1986 1907 1966 1969 1990 1991

Crodits

UK linancial and allied institutions 
(net credits) ’

Insurance underwriters • Lloyds 
Insurance underwriters • Companies 
Insurance brokers 
Banks
Fund Managers ^
Commodity traders, bullion dealers 

and export houses 
Baltic Exchange 
Lloyds Register of Shipping 
Securities dealing commissions 
Money market brokers

HCCZ
HCCY
HBUH
HCHH
HFZS

1 331 
1 126 

711 
1 206

• . •»

HCGJ
HCPE
HCHX
HFZR
HCGK

Total HDLP

UK consultancy firms
1.3.4(net credits)

Consulting engineers 
Process engineers 
The Legal Profession

HCHQ
KBU5
HBUG

Management and economic consultants 
Chartered surveyors 
Other identified (n.e.i.)

HDXU
HDXG
HEJC

Total HCHK

Telecommunications and postal services
Films and television
North Sea oil and gas companies
Land transport - freight
Advertising

HCMR
HDJC
HBVQ
HEDG
HBUP

Royalties, etc. from;
Related concerns 
Other concerns

Other services provided by UK companies 
to related concerns 
to unrelated concerns ^

HBXT
HCMQ

HDOB
HFZX

Expenditure in the United Kingdom by: 
Overseas students - fees ^ 
Overseas students • other ® 
Overseas embassies, etc.
US bases and forces (n.e.i.)

HDRR
HF.NP
HCQV
HBYR

Education Services ^ 
Other services, etc.

HFZT
HCOF

Total credits HHDE

Debits

1 The service earnings of these bodies are recorded net of their overseas ex
penses. Financial and consultancy sen/ices provided by overseas residents to 
other UK institutions are included indistinguishably within debits.

2 There are no firm data for years prior to 1990, but for continuity some broad 
estimates for past years have been included in "other services'.

3 The earnings of identified classes of firms only. The consultancy earnings of 
other UK firms are included elsewhere in the accounts.

4 A major change in the data collection method for some types of consultant in 
respect of 1991 means that detailed figures are not yet available. See explana
tory notes. The total is comparable with previous years.

5 To be consistent with the presentation of 'royalties' data, 'other services provided 
by and to UK companies' have been split into related and unrelated concerns. The 
estimates for unrelated concerns were previously included in the 'other services, 
etc.* total.

6 Only covers overseas students on courses in excess of one year in length. See 
explanatory notes.

2 132 2 393 2 735 3 196 4 207 5 468 5 966 4668 4 336 4 356 4 462
total •**- 
the levels ‘
jniounts '
jesources
contains]
price an<l 
economic

487 565 561 577 562 508 418 440 460 1  •

296 301 296 319 202 235 248 165 234 263 350
70 60 95 120 155 190 241 300 350 395 425

41 44 46 48 S3 54 59 67 122 166 estimates
used in th

• > «

65 73 74 92 99 110 97 100 110 96
106 104 120 125 112 104 94 134 148 119 > «

w

1 065 1 167 1 192 1 281 1 263 1 201 1 157 1 186 1 404 1 519 1 594

r  ' 
1

4 ^
,

265 335 381 594 627 638 678 692 788 907 1 001
.1 J 

^ )

124 172 263 291 336 267 341 324 416 414 414 P
173 210 202 213 205 186 154 206 217 241 315 t. '

89 95 118 133 155 152 163 201 255 321 353
l i

69 55 56 64 77 76 96 95 85 90 95
■£-\

238 229 307 380 440 462 654 734 071 961 1 124

r ' '

K
330 339 394 406 459 363 443 498 532 512 517 .

482 596 835 972 1 229 1 295 1 164 1 202 1 527 1 677 1 807
420 510 632 683 754 776 629 752 890 630 950

h

:' i 1

184 206 210 219 248 272 295 316 357 375 396
240 243 258 280 316 361 396 427 469 483 494

. < 1 4
i  i

' . ' 1  4 .
. 1439 451 447 431 451 453 463 506 542 613 656

266 296 407 434 496 533 609 503 569 521 600
r  •
1 1 
l' *

IJ
z  *4 4f • • j • • . 4 «• 4 4 . . • . 4 • 47 60

751 788 738 745 734 1 101 1 226 1 401 1 637 1 615 1 702 1. J

7 303 8 065 9 175 10 324 12 003 13 626 14 656 13911 14 899 15 482 16 540

Telecommunications and postal services HCMG 303 385 501 652 700 721 753 772 665 954 1 146 •

Films and television CGT2 93 105 171 190 195 193 275 292 367 441 452 1North Sea oil and gas companies HBTT 598 758 607 790 770 594 374 159 348 363 535 1
Land transport - freight HEID 127 151 145 208 263 249 254 293 345 343 314

Royalties, etc. to: 
Related concerns HBXK 362 382 435 548 472 575 070 963 1 140 1 285 1 181

■

1Other concerns HCMX 86 82 111 129 151 131 216 239 218 218 204
iOther services provided to UK companies 

by related concerns HDNO 437 608 742 1 045 1 048 1 054 993 1 039 1 220 1 207 1 087
4 j

i n

by unrelated concerns ^ HFZY 302 397 397 393 418 396 440 365 352 320 302

Other services, etc. HELD 184 141 258 278 248 216 177 240 413 453 433
Loss/damage to UK imports HEHT 121 165 205 241 226 256 275 331 381 405 385 •3

Total debits HBVH 2613 3 174 3 652 4 474 4 493 4 365 4 627 4 693 5 649 5 989 6 039 1

For an 
elimini

becom 
revali 
each (



400
’ 65
300

440
334
350

480
283
395

350
425

67
100
134

122
110
148

166
96

119

1519 1594

692
324
206
201
95

788
418
217
255
85

907
414
241
321
90

1001
414
315
353
95

734
498

071
532

961
512

1124
517

1202
752

1527
890

1677
630

1807
950

316
427
506
503

357
469
542
569

375
483
613
521

396
494
656
6(0

47 60
1401 1637 1 615 1702

13911 14 899 15 482 16540

772
292 
159
293

865
367
348
345

954
441
363
343

1146
452
535
314
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4 GOODS AND SERVICES:

Value and Volume Price Indices
Summary
The estimates of trade in goods and services contribute to 
the estimates of the United Kingdom’s domestic income in 
the National Accounts (see general description of the 
accounts, page 6). This section therefore brings together 
the totals recorded in sections 2 and 3.

In sections 2 and 3 trade in goods and services is valued 
at the prices ruling at the time the trade takes place (i.e. 
at current prices). Any difference between years in the 
total value of trade reflects changes in prices as well as in 
the levels of the underlying economic activity (e.g. physical 
amounts traded in the case of visible trade, or real 
resources used in the case of services). This section 
contains figures which separately measure changes in 
price and changes in the volume of the underlying 
economic activity. The volume indices are derived from 
estimates of trade at 1985 prices. These estimates are also 
used in the National Accounts in estimating real changes 
in the domestic income of the United Kingdom.

Detail
Volume Indices
For each year, the quantities of trade in individual goods 
and services are revalued using the prices ruling in a 
particular "base" year. (The methods of revaluation are 
described below.)

For any single good or service, using any base year will 
eliminate price movements and the revalued series will 
correctly reflect volume changes. The choice of base year 
becomes important, however, as soon as two or more 
revalued series are added together. The weight given to 
each component series will be determined by its price in 
the base year. So using a different base year, which would 
have different relative prices, would yield different trends 
in the aggregate series.

For this reason, the aggregate series can give an 
inappropriate indication of volume changes in years 
distant from the base year. Switches to later base years 
are therefore made at regular intervals, but the full 
revaluation is not taken back to distant past years. 
Rather, the aggregate revalued series at earlier price 
bases are successively rescaled onto the latest base year 
prices using selected link years. The latest base year is 
1985, and the estimates for years up to 1982 have been 
rescaled from the previous (1980) pric» base using 1983 as 
the link year (i.e, the 1980 prices estimates for all years 
up to 1982 have been increased by the ratio of the 1983 
estimates at 1985 and 1980 prices).

The volume indices are then derived from the 1985 prices 
series by rescaling so that 1985=100. The index values can 
be used to determine the overall volume change between 
any two years according to prices in the base year.

Revaluation - Goods
The current value of trade in each commodity is divided 
by the ratio of its current price to its price in the base 
year. For over 75 per cent of trade this ratio is estimated 
from the value and quantity information recorded in the 
Overseas Trade Statistics  in the two years. Where a

satisfactory estimate of price change cannot be obtained 
in this way, the price of the commodity is assumed to have 
moved in line with a similar commodity, or group of 
commodities, for which satisfactory estimates can be 
made. A further 15 per cent of trade is covered in this 
way. For the remainder approximate price movements 
are obtained from other sources such as the Producer 
Price Indices.

Revaluation - Services
The practical basis for revaluation is less firm for services 
than for goods. Although there are some areas where 
figures for volume exist alongside those for value (thus 
enabling a revalued series to be produced easily), the more 
usual case is for values only to be known. The only 
recourse is to deflate the current price values by a price 
index. For many imported services the most appropriate 
index is derived from the price indices of the exporting 
countries (weighted together appropriately and converted 
to sterling). For many exports of services a United 
Kingdom price index is appropriate.

Unit Value indices
For each year, the quantities of trade in the base year in 
individual goods are revalued using current prices. (The 
revaluation method is the same as that described above 
for "goods", except that the values of trade in the base 
year  are m ultip lied  by the ratios mentioned) The sum of 
these revalued amounts represents the value of trade in 
the base year at current prices. Again, aggregate revalued 
series at earlier price bases are rescaled onto 1985 base 
year prices.

The unit value indices are derived from the revalued 
series by rescaling so that 1985=100.The price ratios are 
not in general available for services, and unit value 
indices for services are not shown. The index values can 
be used to determine the overall price change in sterling 
terms between any two years according to the pattern of 
trade in the base year.

The terms of trade index is the export unit value index 
expressed as a percentage of the import unit value index. 
A rise in the terms of trade index represents a loss in 
price competitiveness.

Implied price indices
The implied price indices for goods and services are 
obtained by dividing current values by the corresponding 
values at 1985 prices. The indices are, in effect, current 
weighted series.

The index value for any single year can be used to 
determine the overall price change since the base year, 
according to the pattern of trade in the single selected 
year. For goods, the implied price index will increase 
more slowly than the unit value index when the pattern 
of trade drifts towards goods whose price increases since 
the base year are lower than average.

References
Article "United Kingdom overseas trade: unit value and 
volume index numbers and the terms of trade" in 
September 1979 edition of Economic Trends.
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Earnings on assets and liabilities

Goods and services: value and volume and price Indices

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
ValuB (£ million)

Exports
Goods

Oil
Other goods 

Services

Goods and services

Imports
Goods

Oil
Other goods 

Services

Goods and senrices

Volume indices (1985=100)

Exports 
Goods 

All goods 
Non-oil goods 

Services
General government 
Sea transport 
Civil aviation 
Travel
Financial and other sen/ices

All sen/ices

Goods and sen/ices

BORW 83.3 85.6 87.6 94.7 100.0 104.2 109.7 111.6 116.6 124.2 126.3
BORU 86.7 87.8 88.2 94.8 100.0 104.3 111.8 116.0 127.4 135.5 138.7

HCAV 106 98 109 105 100 102 100 101 76 66 60
HCAW 159 134 111 104 100 104 105 108 108 100 97
HCAX 96 88 91 96 100 91 102 106 115 128 112
HCAY 73 71 84 91 100 95 101 92 97 100 84
HCAZ 87 88 90 91 100 116 125 114 114 111 112

CGSI 95.9 90.9 91.9 93.5 100.0 106.4 113.9 107,3 108.7 108.1 102.8

HHCX 66.2 86.9 88.6 94,4 100,0 104.7 110.7 110.6 114.7 120.4 120.7

Imports
Goods

All goods BPCW 75,8 80.1 07.0 96.9 100.0 107.4 115.3 130.1 140.5 142.2 138.1
Non-oil goods 

Services
BPCU 73.7 79.2 07.7 96.5 100.0 107.0 116.3 132.6 142.0 143.1 130.7

General government HCBA 103 126 96 96 100 100 111 120 135 138 134
Sea transport HCBB 118 113 105 101 100 105 107 112 111 106 107
Civil aviation HCBC 93 97 95 98 100 107 121 136 138 149 137
Travel HCBD 92 91 95 98 100 112 130 150 158 155 147
Financial and other services HCBE 87 91 93 105 100 96 101 101 112 114 108

All services CGSP 97.0 99.1 96.5 100.1 100.0 104.6 114.9 125.3 131.1 131.6 125.0

Goods and services HHCY 79.4 83.3 88.7 97.5 100,0 106.9 115.2 129.3 138.6 140.3 136.0

Unit Value indices (1985=100)

Exports 
All goods 
Non-oil goods

Imports 
All goods 
Non-oil goods

Terms of trade 
All goods 
Non-oil goods

Implied price indices (1985=100)

Exports 
All goods 
Non-oil goods 
Sen/ices

Goods and services

Imports 
All goods 
Non-oil goods 
Services

Goods and services

CGTO
CGSX

CGTP
CGSY

CGTQ
CGSZ

HHCZ
HDNN
CGTA

HDUV

HHDA
HDRP
CGTB

HDWN

73,7
73.3

103.4
102.7

76.6

76.9

81.4
80.6

79.9
79.2

101.9
101.8

82.6
82.2
78.9

61.9

82.2
81.9
82.6

82.3

88.0
87.4

95.0
94.0

100.0
100.0

90.1 
101.0

93.5
104.3

93.4 100.8 106.2 106.4
107.5 114.4 118.8 120.3

87.4
87.3

95.3
95.2

100.0
100.0

95.4
100.4

98.0
103.1

96.9
103.3

104.1
110.0

100.7
100.1

99.7
98.8

100.0
100,0

94.4
100.6

95.4
101.2

96.4
104.1

96.8
104.0

88.8
68.4
87.0

100.0
100.0
100.0

89.3
99.9
99.7

92.6
102.2
101.1

92.3
103.7
105.4

101.3
109.5
113.6

88.4 95.2 100.0 91.8 94.6

87.9
88.2
90.4

95.9
95.7
97.3

100.0
100.0
100.0

94.1
99.5

103.0

96.8
101.4
105.0

88.4 96.1 100.0 95.7 98.2

95.3

96.2
101.4
104.5

97-6

104.1

102.2
107.2
112.4

103.9

108.0
113.7

98.3
104.5

105.0
112.4
121.4

108.5

104.2
109.2 
117.8

106.5

108.4
114.5

98.2
105.1

105.0
112,6
127.4

109.5

101.2
106.3
121.1

104.5

r ill

BOPX
BOPU
CGJ2

9 092 
41 576 
16 764

10 671 
44 660 
1 7 3 6 3

12 486 
48 214 
19 356

14 834 
55 431 
21 587

16 115 
61 876 
24 217

8 1 8 9  
64 436 
25 692

8  423 
70 730 
27  870

5 971 
74 375 
27 359

5 873 
86 281 
29 695

7 486 
94 232 
31 782

6 757 
96 656 
31 702 foversê  

1 is 961
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DJAD 67 432 72 694 60  056 91 852 102 208 98 319 107 031 107 705 122 049 133 500 135 115

BPAX
BPAU
CGG2

5 986 
41 430 
12 972

6 033 
47 388 
14 341

5 5 1 4  
56 723 
15 292

7 901 
67  700 
17 068

8 0 1 4  
73 322 
17 530

4 119 
78 067 
1 8 8 8 4

4 262 
86 473 
21 133

3 221 
98  605 
22  962

4 616 
112221 
25 656

5 964 
114 563 
27 201

5 555 
108 148 
26 712

DJAG 60 388 67 762 77  529 92  669 98 666 101 070 111 668 124 788 142 693 147 728 140 415

found in section 7
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5971
^375
^359

3221
98605 
22 962

11U
116̂

1301
132.6

1253

93.<
1075

96.9
103.3

1990
1991

6757
96SS6
31702

♦ 616 
112 221 
25 656

142
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147728

116.6
127.4

124i
1356

1073 106.7

110-6 114.7 120,4

1405
1421

1423
143,1

1005
114.4

1063
1165

104.1
110.0

1080
113.7

96.8
1040

140 415

1263
138.7

106,1 1023

120.7

138.1
1387

131.1 1315 1255

1296 1385 1403 136.0

106.4
1203

1064
1145

5 INVISIBLES: earnings on UK external assets and 
liabilities (interest,profits and dividends)

Summary
The earnings arising from overseas investment and from 
the ownership of other types of foreign financial assets are 
in the form of interest, profits and dividends (IPD). 
Credits are the earnings of UK residents from their 
investments and other assets overseas. Debits are the 
earnings of overseas residents from their investments and 
funds held in the UK and other UK liabilities. The flow of 
investment is separate from the eamings, although 
unremitted profits earned by companies with overseas 
affiliates are a component of both - see notes to Table 5.1 
below. Investment is recorded in the capital account and 
is discussed in section 7. The total value of UK assets and 
liabilities held at any time as a result of all past capital 
movements is also dealt with separately, in section 8. The 
presentation of these three sections is, as far as possible, 
identical; coverage differences are noted in the appropriate 
places. Further descriptions of assets and liabilities will be
found in section 7.

Eamings on the credit side of the account cover such 
things as interest on UK residents’ deposits with banks 
abroad, profits earned by UK companies from their 
overseas subsidiaries and dividends and interest received 
by UK investors on their portfolio investments in overseas 
companies’ shares, etc. Similarly, debits cover earnings by 
overseas investors on deposits held with UK banks, profits 
of foreign companies from their investments in subsidiary 
companies in the UK, and dividends and interest paid to 
overseas investors on their holdings of UK bonds and 
shares, including British government stocks, etc. They 
also include charges paid to the IMF on the United 
Kingdom’s allocation of SDRs (which is not regarded as a 
UK liability - see notes to Table 8.1).

Because the coverage of items under each heading is 
intended to be, as far as possible the same in sections 5, 
7 and 8 the figures for income recorded here for individual 
UK recipient sectors will not be identical with those in the 
UK national accounts. In particular, the national 
accounts record the income of life assurance companies 
and pensions funds within the personal sector whereas in 
this section it is recorded as income of "other financial 
institutions".

Detail
Summary of earnings on UK external assets 
and liabilities (Table 5,1)
Eamings on assets and liabilities are defined to include 
all profits earned and interest and dividends due - 
whether they have been paid or not - to UK residents from 
non-residents or to non-residents by UK residents. They 
are recorded after deduction of local taxes and, in the case 
of profits, after allowing for depreciation.

Profits and dividends include the (credit) earnings from 
overseas affiliates of UK-registered companies and the 
(debit) eamings of profits and dividends by UK-based 
affiliates of foreign-based companies. Conceptually, stock 
appreciation and other unrealised capital gains and losses 
should be excluded from the flows entered in the balance 
of payments accounts, because they represent only 
valuation changes. In practice, stock appreciation and 
some of these gains and losses are included in earnings

and also offset as reinvested profits/losses in the capital 
account (section 7). Profits retained abroad by overseas 
affiliates or retained in the United Kingdom by affiliates 
of overseas companies are included in the flows of 
earnings and offset in the capital account. All interest 
flows between UK residents and non-residents are in 
principle included. However, flows of interest to and from 
UK banks are generally recorded when received and paid, 
rather than when due.

D irect investm ent earn ings - see notes to Tables 5.2 
and 5.2A below.

Portfolio investm ent earn ings - see notes to Table 5.3 
below.

Other eam ings on external assets of the UK
In te res t on lending by UK banks to  overseas 
residen ts
This consists of the interest received from non-residents 
on overdrafts and loans made to them in sterling and 
foreign currencies. UK banks cover banks in the UK, 
including the Banking Department (but not the Issue 
Department) of the Bank of England. The figures are 
based on returns made by banks to the Bank of England 
as part of the banking statistics. In 1992, a new reporting 
form for UK banks was introduced to improve the 
cohesiveness of banks’ current account transactions 
(services, interest on non-securitised earnings and lending 
and direct investment earnings). The estimates include 
banks’ eamings from UK export credit and credit 
extended to non-residents on UK imports for which 
payment is made before shipment. Interest excludes any 
supplementary payments made by the ECGD to UK banks 
to bring their receipts in respect of fixed rate export credit 
up to market rates of interest.

Interest on bank lending in foreign currencies other than 
long-term export credit is included on a gross basis for 
1972 onwards only. In earlier years it is deducted from 
the corresponding debit item.

Miscellaneous financial institutions* eamings are also 
included up to the end of 1981: from 1982 they are 
included with those of other UK residents.

In te rest on deposits and  lending overseas by UK 
residen ts o ther than  banks and general governm ent 
E am ings from banks abroad  have been included from 
the beginning of 1976. They are estimated from levels of 
such assets (mainly those reported in banking statistics of 
countries in the IMF reporting area) and appropriate rates 
of interest. Adjustments are made to remove as far as 
possible the effects of incomplete coverage and breaks in 
the reported assets series.

From 1982 estimates of the appropriate eamings of 
miscellaneous financial institutions, previously covered 
indistinguishably with UK banks above, are included. 
These are derived from information on asset levels and 
appropriate interest rates. From 1989 eamings by UK 
dealers in securities have also been included.
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Earnings on assets and liabilities

Earnings on other non-hank priva te  sector and  
public corporations* assets include interest on export 
credit extended by suppliers of goods on their own 
account. Estimates of export credit earnings are derived 
by applying appropriate interest rates to notional 
outstanding levels of medium and short-term credit of 
more than six months. Interest on short-term credit of six 
months or less is treated as being included implicitly in 
the valuation of exports; interest on long-term export 
credit is included in UK banks’ earnings.

Earnings from trusts and annuities are estimated from 
Inland Revenue data on all reported interest and dividend 
receipts from overseas.

Interest earned from currency exchanges undertaken prior 
to the abolition of exchange control was estimated from 
debt levels and appropriate interest rates. The 
Commonwealth Development Corporation publishes 
information on its overseas earnings which are covered 
here rather than under direct investment earnings.

From 1979 estimates of interest earned from overseas 
leasing by specialist finance leasing companies are 
included. The earnings covered relate only to companies 
whose main business is finance leasing rather than 
operating leasing. Under a finance lease the asset 
concerned is usually leased for or most of its useful life to 
a single user ("lessee") and its full cost is recovered by the 
leasing company during the period of that one lease. 
(Operating leasing, in contrast, usually involves assets 
being leased or hired out for shorter periods, possibly to 
several different lessees.) In the balance of payments 
accounts finance leasing is treated as if it were lending by 
the leasing company to the lessee to finance his purchase 
of the asset. Table 5.1 includes estimates of the interest 
received (usually indistinguishably with the capital 
repayments) by leasing companies on their "loans".

There are no credits relating to advance and progress 
payments on imports or to UK residents’ holdings of 
foreign notes and coin.

E a rn in g s  on
Interest received on the official foreign exchange reserves 
and on the United Kingdom’s holdings of Special Drawing 
Rights with the IMF and other remuneration received 
from the IMF (related to its holdings of sterling) is 
recorded within the Exchange Equalisation Account by the 
Bank of England.

E a rn in g s  on  o th e r  e x te rn a l  a s se ts  o f  c e n tra l  
g o v e rn m e n t
Interest receipts on government long-term loans to 
overseas countries are reported by the government 
departments responsible for the loans. Also included here 
is interest on long-term sterling export credit advanced by 
UK banks and refinanced by the Export Credits 
Guarantee Department (ECGD). Capital transactions and 
levels of such export credit include assets acquired by the 
ECGD from UK banks and exporters following the 
payment of these lenders’ insurance claims on the ECGD. 
Any interest which the ECGD may receive on such 
insurance-related assets is not identifiable separately. 
Discounts received by the Issue Department of the Bank 
of England on its holdings of overseas commercial bills are 
included here.

38

Other earnings on UK liabilities to overseas 
residents
I n te r e s t  o n  b o rro w in g  from  o v e rse a s  re s id e n ts  bv 
UK b a n k s
UK banks’ debits consist of interest on overseas residents’ 
deposits in sterling and foreign currencies and certificates 
ofdeposit and commercial paper. They include the interest 
paid on deposits which are the counterpart to foreign 
currency loans made to HM Government and, under the 
public sector exchange cover scheme, to local authorities 
and other public bodies.

Estimates are made from banking statistics and relate to 
UK banks only from the beginning of 1982. Prior to 1982 
interest paid by miscellaneous financial institutions was 
also included (from 1982, their interest is covered under 
borrowing from banks, etc overseas by UK residents other 
than banks and general government).

I n te r e s t  o n  b o rro w in g  from  o v e rse a s  by UK 
re s id e n ts  o th e r  th a n  b a n k s  a n d  g e n e ra l g o v e rn m en t

Interest payable to banks abroad. This covers interest 
on loans raised from commercial banks overseas, the 
European Investment Bank (EIB) and the US Exim Bank. 
Some interest on public corporations’ borrowing and their 
import credit from the European Coal and Steel 
Community (ECSC) and other non-bank sources abroad is 
also included; these payments are known by the Bank of 
England. In the private sector, most interest payments are 
estimated from levels of liabilities to banks abroad (as 
published in the IMF’s international banking statistics) 
and appropriate interest rates. Information on interest 
paid by the UK non-bank private sector to the EIB is 
supplied by the EIB. UK miscellaneous financial 
institutions’ interest payments to banks abroad are 
included from the beginning of 1982 and those by UK 
dealers in securities from the beginning of 1989. Interest 
paid abroad on exchange cover scheme debt of former 
public corporations is now included under interest on 
other external liabilities of general government following 
privatisation of those bodies and the consequent transfer 
of their overseas debt to central government.

Interest payable to non-banks abroad. This includes 
interest on private sector borrowing from the ECSC; 
interest on deposit and other overseas liabilities of UK 
building societies; and interest on overseas liabilities of 
other UK residents, including (from 1982) those of 
miscellaneous financial institutions and (from 1989) those 
of UK dealers in securities; discounts on overseas 
residents’ holdings of commercial paper and other 
short-term debt issued by UK companies; and interest on 
import credit received by the private sector. Payments 
made by public corporations and oil companies for import 
credit are excluded.

For most items interest is estimated from levels 
outstanding and appropriate interest rates. The exception 
is dealers in securities, who are reporting income and 
expenditure annually from 1989.

In te re s t  on o th e r  e x te rn a l liab ilitie s  o f  genera l 
g o v e rn m en t
This covers all interest payments by central govemrnent 
and local authorities except those on portfolio liabilities 
(which are described in the notes to Table 5.3, below).
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Interest on IMF loans and charges and expenses incurred 
for the use of SDRs is recorded by the Bank of England. 
Also included is interest on those parts of the $2.5 billion 
and $1.5 billion facilities arranged for HM Government 
from banks overseas. Those loans were repaid by 1981. 
Interest paid on long-term fixed-interest loans such as 
Lend-Lease and the Lines of Credit is reported by HM 
Treasury. Estimates of interest on sterling, and from 
1988, on ECU-denominated Treasury bills and local 
authorities* borrowing from banks etc overseas are made 
by the Bank of England on the basis of levels outstanding 
and appropriate discount rates. By definition, there is no 
interest payable on non-interest-bearing notes issued to
overseas residents.

E a rn in g s  o n  a s s e ts  a n d  l ia b il i t ie s  o f  g e n e ra l 
g o v e rn m e n t
General government comprises central and local 
government.

Credits cover earnings on official reserves (see above); 
interest received on inter-government loans; interest on 
export credit re-financed by the ECGD; and discounts on 
the Bank of England Issue Department’s holdings of 
overseas commercial bills.

Debits cover interest paid on overseas holdings of British 
government stocks, British government foreign currency 
bonds and notes, Treasury bills, sterling liabilities to 
overseas banks and overseas central monetary authorities, 
those parts of the $2.5 billion and $1.5 billion facilities 
arranged for HM Government from banks abroad, and 
inter-government loans; and charges forexpenses incurred 
in the use of SDRs and on drawings from the IMF. 
Interest paid on overseas holdings of UK local authorities’ 
securities and local authorities’ net borrowing from banks, 
etc overseas is also included.

E a rn in g s  on  a s se ts  a n d  l ia b il i t ie s  o f  p u b lic  
c o rp o ra tio n s
Credits comprise earnings from direct investment 
overseas, income from loans and investments by the 
Commonwealth Development Corporation and a small 
amount of other interest received by public corporations.

Debits comprise interest on overseas residents’ holdings of 
securities issued by public corporations, interest on 
borrowing and import credit received from abroad and 
interest on deposits received from overseas residents for 
the purchase of UK exports.

E a rn in g s  on  a s se ts  a n d  lia b ili t ie s  o f  UK b a n k s  a n d  
o th e r  UK re s id e n ts
These cover all other interest, profits and dividends 
receivable and payable by UK residents. Separate figures 
for UK banks’ dividend payments to overseas portfolio 
investors are not available for Table 5.3; hence it is not 
possible to produce a separate total for overseas residents’ 
earnings on UK banks’ liabilities in Table 5.1.

Direct investment earnings (Tables 5.2 and 
5.2A)
C om pan ies a n d  p u b lic  c o rp o ra tio n s
Direct investment is defined in section 7.

Direct investment earnings include interest on 
inter-company debt, profits from branches or other 
unincorporated enterprises overseas and the direct

Earnings on assets and liabilities

investor’s share of the profits of subsidiary and associate 
companies. It includes the direct investor’s portion of 
reinvested earnings, which is also treated as a new 
investment flow out of the parent’s country into the 
affiliate’s and appears in the capital account (Table 7.2) as 
an offsetting entry to the earnings one.

The change in treatment of inter-company loans between 
UK securities dealers and their overseas affiliates (see 
Section 7 for full details) resulted in a corresponding 
reclassification of associated net interest receipts from 
direct investment earnings.

Estimates of profits are made after providing for 
depreciation, the companies’ own estimates of depreciation 
being used. Although depreciation is estimated at 
replacement cost in the national a<x:ounts, there is little 
doubt that the estimates in the balance of payments are, 
in the main, measured at historic cost. (Different 
treatments of depreciation simply result in different 
entries in the current and capital accounts, but the sum 
of the two entries will always be the same.) They are 
measured after provision for local taxes. Refunds of tax 
made retrospectively under double-taxation agreements 
are included in the period when they were made rather 
than the earlier periods in which they could be deemed to 
have accrued. Information on payments of refunds made 
to overseas direct investors by the Inland Revenue is 
obtained from the Inland Revenue, and the amounts are 
added to other direct investment dividends.

Earnings, both credits and debits, of all companies except 
banks and insurance companies are estimated from the 
results of the CSO’s annual direct investment inquiry. 
This inquiry covers a sample of UK companies (including 
UK public corporations other than the Commonwealth 
Development Corporation) that either have overseas 
affiliates or are affiliated to an overseas parent. Returns 
are imputed for concerns which are not approached in the 
inquiry but which are known to have direct investment 
links. The annual inquiry became fully statutory in 1987, 
with the consequent improvement in response. The 
published statistics include estimates for non-response. 
Each qua7*ter a sample of companies submits returns to 
provide quarterly estimates which become available about 
two months after the end of the quarter. As part of the 
Chancellors Initiative the basis of the quarterly inquiry 
was changed from voluntary to compulsory with effect 
from the third quarter of 1990. There was also a fourfold 
increase in the number of concerns approached. The 
fuller coverage and response should provide estimates of 
improved quality. The estimates for the latest year are 
based on the results of these quarterly inquiries. Results 
of the annual inquiry are available about fifteen months 
after the end of the year and are published in a CSO 
Bulletin  and in Business Monitor MA4.

The estimates of direct investment earnings of foreign 
owned companies included revisions for the period 1985 to 
1990 resulting from investigations undertaken into the 
register of foreign-owned companies. This exercise, 
undertaken as part of the Chancellors Initiative, identified 
a significant number of foreign owned companies which 
had not been accounted for in the annual and quarterly 
inquiries results. Estimates of the earnings resulting 
from these companies over the past five years have been 
included in the figures and the companies are in the 
course of being added to the register for future direct 
investment inquiries.
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Earnings on assets and liabilities

The Central Statistical Office’s (formerly Department of 
Trade and Industry’s) inquiry was extended with effect 
from the 1984 data to cover oil companies’ overseas 
transactions. Some types of transactions reported net in 
previous years appear as gross flows from 1984. Separate 
figures for oil companies’ earnings from 1984 are 
published in CSO B ulletins  (and, formerly, in British  
Business).

T re a tm e n t o f  o il c o m p a n ie s  b e fo re  1984
Estimates were prepared by the Bank of England from 
information supplied by the oil industry. Prior to 1980 oil 
companies’ credits measured not only UK oil companies’ 
overseas profits but, in the case of both major companies 
* BP and Shell - represented the surplus on current 
transactions resulting from their operations overseas. This 
cash flow was allocated under the relatively readily 
identifiable balance of payments categories of visible 
trade, shipping and investment. The net residual was 
included here as a UK credit but covered items more 
appropriate elsewhere in the accounts, such as the 
companies’ merchanting profits and the value of services 
rendered between parents and their overseas affiliates.

From 1981, IPD credits and debits for all United Kingdom 
oil companies began to be measured as far as possible on 
the same basis as direct investment earnings of non-oil 
companies, although interest on trade credit to and from 
unrelated businesses was included with direct investment 
earnings of oil companies. In 1980, the estimates were on 
the same basis except in the case of BP, which was 
treated in the same way as in earlier years.

From 1977-1980 inclusive, the Royal Dutch Petroleum 
Company’s 60 per cent share of earnings arising on the 
UK Continental Shelf was included in debits, and credits 
were net of only those arising on the United Kingdom 
mainland. From 1981-3 credits included only the United 
Kingdom’s 40 per cent share of overseas earnings whilst 
the Dutch 60 per cent share of UK earnings was wholly 
included in debits.

B an k s a n d  in s u ra n c e  c o m p a n ie s
Information on the direct investment earnings of UK 
registered banks, from their overseas branches, 
subsidiaries and associates and of overseas-registered 
companies from their UK banking affiliates is collected in 
an annual inquiry carried out by the Bank of England. 
The inquiry covered all listed banks up to the end of 1981 
and covers all UK banks from 1982 onwards. An annual 
inquiry, conducted by the Association of British Insurers 
(ABI) on behalf of the CSO, forms the basis for estimates 
of direct investment earnings by UK insurance companies. 
The CSO has taken over responsibility for this inquiry 
with effect from the 1991 estimates.

E a rn in g s  on  o v e rse a s  a s se ts  b y  o th e r  UK re s id e n ts
This comprises the earnings of UK oil companies before 
1984, UK resident financial institutions and persons from 
investment in property overseas and, up to the end of 
1982, certain overseas earnings of construction 
contractors. Earnings on overseas property are estimated 
from the levels of such assets held by financial 
institutions and information on the total overseas income 
of the institutions. (Property earnings of non-financial 
companies are included indistinguishably under 
companies, above.) The overseas earnings of construction 
contractors included here represent an estimate of part of 
their direct investment income previously covered within
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services earnings; they supplement the existing 
incomplete information for construction contractors’ direct1 . • m i 1 . « _ ^investment income. They have not been added into the 
total for companies and public corporations in Table 5.2 
since information is not available in detail for 
incorporation in the first section of that table. They are 
included with industrial and commercial companies and 
persons in Table 5.2A.

E a rn in g s  o n  UK lia b ilitie s : m isce llan eo u s  p ro p e r ty  
in v e s tm e n ts  in  th e  UK
This comprises estimates of interest due to overseas 
owners of residential and certain commercial property in 
the United Kingdom. Holdings of property by overseas 
parent companies through affiliates in the United 
Kingdom are classified as part of companies’ direct 
investment and are covered in the appropriate category 
above, not under this heading. Only properties owned 
directly by overseas residents are covered in this heading. 
Estimates of earnings on the commercial component are 
based on estimated liability levels (derived from 
cumulating and revaluing capital flows) and income rates 
of return for office property published annually, jointly, by 
four major estate agents.

Earnings on portfolio investment (Table 5.3)
E a rn in g s  on  in v e s tm e n t o v e rse a s  b y  UK re s id e n ts
Earnings on UK assets consist of dividends and interest 
received by UK residents on their holdings of overseas 
government and municipal loan stock and on bonds and 
shares of overseas-registered companies. A large part of 
the total is received by UK financial institutions, earned 
on their investments that are not considered to have to 
led to the acquisition of an overseas afflliate, and so 
classified as portfolio rather than direct investment. 
Estimates of portfolio investment income for banks and 
most other financial institutions are derived from 
statistical inquiries. New insurance inquiries provided 
more complete information for the portfolio earnings of 
insurance companies from 1984, and previous years’ 
figures contain estimates to allow for the change in 
coverage. Earnings of life assurance companies and 
pension funds have been reassessed in the light of the 
1987 GAD benchmark survey and other sources (eg. share 
register surveys). The inquiries to insurance companies 
and pension funds have changed from voluntary to 
statutory with effect from the 1991 data for annual 
inquiries and from the first quarter of 1992 for quarterly 
inquiries, and these changes are expected to improve 
these estimates in the future.

Earnings by securities dealers from 1989, onwards are 
derived from the statistical inquiry introduced in 1989. 
Estimates are included for all other years from 1980. 
Securities dealers are only classified as financial 
institutions in Table 5.3 (as in the sectoral national 
accounts) from the beginning of 1984. Prior to that they 
were in the personal sector.

Estimates of portfolio investment income of industrial and 
commercial companies are derived from asset levels at 
end-1990 and end-1991 measured in a new inquiry to 
which rates of return on comparable assets shown by 
financial institutions are applied. Estimates have been 
included for earlier years. From 1991, estimates are 
based also on a smaller quarterly inquiry.

Some partial information for Channel Islands Unit Trusts,
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included within miscellaneous financial institutions until 
the 1991 Pink Book, is no longer included.

Earnings by members of Lloyd's of London are supplied 
annually by Lloyd’s. They include portfolio investment 
income on funds which are held overseas to support 
business underwritten in those countries. This income, 
which is generally reinvested in these overseas funds (see 
Portfolio investment, in the notes to section 7), is net of 
earnings distributed to Lloyd’s overseas members. Lloyd’s 
is classified to the personal sector rather than to the 
financial institutions sector. This is in line with UK 
national accounting practice. In early years information 
from the Inland Revenue on UK residents’ portfolio 
earnings from abroad was also used.

E a rn in g s  o n  o v e rse a s  in v e s tm e n t in  th e  U n ite d  
K ingdom
Interest on holdings of B ritish  governm ent stocks by
non-residents is estimated by the Bank of England from 
information on the levels outstanding and appropriate 
rates of interest.

Interest on B ritish  government foreign currency 
bonds relates to bonds issued to overseas official holders 
of sterling in 1977 and HM Government’s $350 million 
New York bond issue. Also included is interest on foreign 
currency securities originally issued by public corporations 
under the exchange cover scheme and subsequently 
assigned to HM Government.

Earnings on assets and liabilities

Interest paid to overseas residents on their holdings of 
HM Governments* floa ting  rate notes (part of the $2.5 
billion issued in 1985 and redeemed in 1988, and the $4 
billion issued in 1986 and partially redeemed in 1991) is 
estimated from the liability level and known interest 
rates. Interest on HM Government’s 10 year ECU 2.5 
billion Bond (issued in 1991) is not due to be paid until 
1992.

Estimates of interest on fo teign  currency securities 
issued by local authorities and public corporations are 
made by the Bank of England. Interest due overseas on 
bonds issued by UK companies is estimated from 
average interest rates on all outstanding bonds issued by 
UK companies as recorded by the Bank of England. These 
rates are applied to estimated levels of bond liabilities, 
derived from capital Hows cumulated and a4justed to take 
account of exchange rate changes.

Estimates of dividends on UK company ordinary shares 
are derived from Stock Exchange data on dividend 
payments, published dividend yields, information derived 
from the results of the CSOs’ share register surveys on 
overseas ownership of shares held annually from end-1989 
and details of transactions in ordinary shares recorded in 
the Bank of England’s portfolio investment inquiry. 
Estimates of appropriate tax relief refunded by the Inland 
Revenue under double-taxation agreements are also 
included.
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Summary of earnings on UK external assets and liabilities 
(interest, profits and dividends)

Earnings on sxlsrnal assets of the UK
(interest, prolits and dividends; credits)

Direct investment overseas by UK residents 
Portfolio investment in overseas securities 

by UK residents
Lending etc to overseas residents 

by UK banks
Deposits and lending overseas by 

UK residents other than banks and general 
government

Transactions with banks abroad 
Other assets 

Official reserves 
Other external assets of central 

government

Total aarninga on aaaats of:
General government 
Public corporations 
UK banks
UK non-bank private sector

Total credits

Earnings on UK liabilities to overseas residents
(interest, profits and dividends: debits)

Direct investment in the UK by overseas 
residents

Portfolio investment in the UK by overseas 
residents

Borrowing etc from overseas residents 
by UK banks

Borrowing from overseas by UK residents 
other than banks and general government 

Transactions with banks abroad 
Other liabilities

Other external liabilities of general 
government

Total earnings on liabilities of: 
General government 
Public corporations 
UK private sector

Total debits

Net earnings on UK external 
assets and liabilities

Direct investment 
Portfolio investment 
Lending and borrowing by UK banks 
Lending and borrowing by UK residents 

other than banks and general government 
Other assets and liabilities 

of general government

Net earnings on assets and liabilities of:
General government 
Public corporations 
UK private sector

Total net interest, profits & 
dividends

HHBY

CGNV

KERG

KERH
HERJ
HHC8

HERI

CGNR
HERK
HERL
HERM

CGJS
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HHCH

HERN

HERP

HERO
HERO

HERR

HERS
HERT
HERU

CGGK

HHPF
HHPJ
HHOX

KHOZ

HHPB

HERV
HERW
HERY

CGOA

1981

1 158 
253 
858

114

971 
116 

29 392 
7 050

£ million

1982 1983 1964 1985 1986 1987 1988 1989 1990 1991

5 417 4 805 6 198 7 824 7 747

990 1 651 2 641 3 607 4 922

7801 10939 13 851 16656 15899 13467

5 671 5 127 5 648 7 246 7 766 9 325

28 740 34 504 30 710 36 665 35 836 30 924 28 558 32 991 44 219 48 528 47 299

1 595 
865 
761

1 388 
748 
589

1 707 
1 001 

566

1 999 
1 030 

538

1 695 
836 
607

1 748 
696 
854

1 899 
704 

1 351

3093 
827 

1 913

4 359 
975 

1 732

4 756 
1 060 
1 666

217 175 230 197 158 78 105 36 80 97

979 
38 

34 996 
8 386

765
41

31 725 
9 920

818
71

38 005 
12 727

735 
52 

38 170 
13 309

765 
56 

33 742 
13 128

931 
57 

30 973 
16 037

1 456 
73 

35 789 
19 232

1 949 
69 

47 210 
24 762

1 812 
69 

51 497 
25 960

1 763 
68 

50 596 
25 246

37 529 44 397 42 450 51 620 52 270 47 693 48 000 56 550 73 990 79 337 77 668

4 702 4 667 5 266 6 279 7 571 5 293 7 044 8 665 9 238 7010 5 849

1 173 1 293 1 356 1 551 1 908 2 580 3 628 4 754 6 443 7 279 7 958

26 684 34 811

4  4

30 925

A A

37 016

A A

37 843 32 588 31 081 35 586

A A^ A^

49 706 55 930 55 090

1 437 1 751 1 631 1 890 1 807 1 664 1 782 1 963 3 584 4 440
53 124 137 207 278 301 392 772 1 437 2 408 3 218

230 294 304 333 304 295 321 387 670 1 030 785

940 1 090 1 188 1 342 1 494 1 677 2 046 2 323 2 510 2 237 1 897
477 465 460 502 455 398 334 249 237 67 57

34 861 41 383 37 973 45 431 47 760 40 644 41 864 49 555 67 748 74 941 75 389

36 278 42 939 39619 47 275 49 711 42 719 44 245 52128 70 494 77 241 77 340

715 138 932 1 545 176 2 508 3 895 5186 7418 8 889 7618
-183 359 1 287 2 055 3 013 3 092 1 499 894 804 486 1 369

57 -308 -216 -352 -2 006 ■1 664 -2 523 -2 595 -5 487 •7 402 -7 791

-79 587 368 612 945 565 271 -132 •517 -659 -1 844

739 686 461 483 431 472 612 1 070 1 279 782 978

30 -112 -424 •525 -758 -912 -1 115 -866 •561 -425 •134
-362 -427 ■418 -432 -403 -342 •277 -176 -168 2 11

1 583 1 999 3 673 5 300 3 721 6 226 5 146 5 467 4 223 2516 453

1 251 1 460 2 831 4 345 2 560 4 974 3 754 4 423 3 495 2 094 328
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Earnings on direct investment
£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Earning* on Investment oversMS by UK residents
(interest, prolits and dividends: credits)

By companies and public corporations 
(excluding oil companies before 1984) 

Prolits of subsidiaries '
Unremitted prolits 
Dividends remitted 

Net interest received 
Prolits of branches

Total
By other UK residents

(including some financial companies 
and.before 1984, oil companies)

Total earnings on UK assets

CGQY
HCMP
HCJL
HCQU

2 031 
1 100 

41 
374

1 699 
1 183 
-181 
270

2 226 
1 416 

-31 
398

4 885 
2 375 

-129 
587

4 848 
2 584 

-163 
376

4 551 
3 0 1 2  

•166 
306

7 332 
2  948 

23 
590

8 239 
4 192 

580 
796

9  093 
5 796 

881 
838

8 429 
5  951 

396 
1 072

7 006 
5 440 

283 
735

HCCX 3  546 2 971 4 009 7 718 7 645 7 703 10 893 13 807 16 608 15 848 13 464

HHBW 1 871 1 834 2 189 106 102 98 46 44 48 51 3

HHBY 5 4 1 7 4 805 6 198 7 824 7 747 7 801 10 939 13 851 16 656 15 899 13 467

Earning* of overseas residents on Investments In the UK
(interest, profits and dividends: debits)

In non-oil companies 
Profits of subsidiaries i 

Unremitted profits 
Dividends remitted 

Net interest paid 
Prolits of branches

HBZT
HCPG
HCMN
HBTR

638 766 1 047 1 409 1 683 757 2 1 7 0 1 459 1 974 475 867
692 775 728 924 1 129 1 784 1 784 4 255 3  388 2 7 1 9 1 863
187 113 131 148 171 159 306 368 753 1 315 1 341
444 427 402 484 583 382 104 564 -183 •1 412 -1 781

Total non-oil companies CGNX

In oil companies
Unremirted prolits HERX
Dividends and interest remitted (including branch profits) HERZ

Total oil companies CGOC

Miscellaneous property investments HESG

Total aamings on UK liabilities HKCK

1 961 2 081 2 308 2 965 3 5 6 6 3 082 4 364 6 646 5 932 3 097 2 290

945 
1 789

371 
2 207

167 
2 783

936 
2 370

2 079 
1 918

501 
1 702

1 171 
1 479

843 
1 122

1 682 
1 543

2 079 
1 725

2 233 
1 198

2 734 2 578 2 950 3 306 3 997 2 203 2 650 1 965 3 225 3 804 3 431

7 8 8 8 8 8 30 54 81 109 128

4 702 4 667 5 266 6 279 7 571 5 2 9 3 7 044 8 665 9 2 3 8 7 0 1 0 5 849

1 Including associated <x>mpanies.

5.2A Earnings on direct investment: sector analysis
£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Earnings on Investment by UK residents
(interest profits and dividends: credits)
B y

UK banks
Other financial institutions 
Industrial and commercial companies 

(including oil companies) and persons 
Public corporations

HCNG
HESB

HESC
HESD

Total earnings on UK assets HHBY

Earnings of overseas residents on Investments In the UK
(interest, profits and dividends: debits)

In
UK banks
Other financial institutions 
Industrial and commercial companies 

(including oil companies) 
Otfier(property)

HESE
HCDJ

AIAJ
HESG

Total samings on UK liabilities HHCH

452
139

142
107

175
322

-83
390

34
364

198
925

-62
633

313
991

39
418

-132
159

-287
126

4 741 
84

4 540 
13

5 694 
8

7 498 
20

7 346 
2

6 670 
8

10 167 
1

12 537 
10

16 198 
1

15 871 
1

13 626

5 4 1 7 4 805 6 198 7 824 7 747 7 801 10 939 13 851 16 656 15 899 13 467

464
29

675
11

661
-34

762
-26

1 027 
133

672
170

66
57

802
32

-124
646

-852
116

-1 339 
296

4 182 
7

3 973 
8

4 631 
8

5 535 
8

6 403 
6

4 443 
8

6 891 
30

7  777 
54

8 635 
81

7 637 
109

6 764 
126

4 702 4 667 5 266 6 279 7 571 5  293 7 044 8 665 9 238 7 010 5 849
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Earnings on portfolio investment

Earnings on Invsstmsnt ovsrssas by UK rssidsnts
(interest and dividends; credits)

Earnings on overseas government and 
company securHIss by

UK banks KESH

Other corporate financial institutions 
Insurance com M nies'
Pension funds'
Unit trusts^
Investment trusts 
Other^

1

HEKX
HKLO
HODA
HCQN
KKSR

Total HESI

Other UK residents 
Lloyds 
Other

HCP8
HHSS

Total HESJ

All UK residents CGNV

Earnings on overseas Investment in the UK
(interest and dividends: debits)

Earnings on UK securities by overseas residents

British government stocks 
Earnings by
Overseas authorities(exchange reserves) 
Other overseas residents

HESK
HESL

Tola) HESM

British government foreign currency bonds 
and notes HESN

Local authorities' securides 
Sterling
Foreign currency under the exchange 

cover scheme 
Other foreign currency

HESO

HESP
HESQ

Public corporations' securities 
Issued under the exchange cover scheme 
Other (foreign currency)

HESR
HESS

UK companies' securities 
Issued under frie exchange cover scheme 
Other bonds etc.
Ordinary shares

HEST
HESV
KE5U

Total HESW

Total earnings on securities Issued by 
General government 
Public corporations 
UK companies

HESX
HESY
HESW

Total HERN

1 Data not available on a comparable basis before 1 964.
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1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

£ million 

1991

350 840 1 423 2 300 2 620 2 477 2 485 2 952 3101 3 584

648 669 749 602 799 1 072 1 224 1 470
507 761 1 031 750 1 110 1 400 1 375 1 600
120 160 233 222 261 385 402 369
207 203 200 179 163 187 224 218
111 164 260 229 224 474 777 1 161

467 845 1 226 1 593 1 977 2 473 2 182 2 557 3 520 4 003 4 819

244
209

269
306

355
290

319
258

464
309

378
283

323 453 575 588 645 577 467 606 773 661 924

990 1 651 2 641 3 607 4 922 5 671 5127 5 648 7 246 7 766 9 325

297 340 337 376 456 533 626 706 602 403 287
351 389 484 552 682 767 979 1 121 1 099 662 690

646 729 821 928 1 138 1 300 1 607 1 827 1 701 1 065 977

42 49 44 49 19 57 93 84 113 117 112

20 20

1

20 31 33 28 26 25 26 25 23

112 97 89 90

m

71 59 50 24 5 1

*

1
22 23 16 17 7 3 1 • • A

• 17 14 15 9 . .

124 130 109 95 150 414 652 1 112 2 294 3 435 3 730
204 246 256 341 471 707 1 184 1 674 2 304 2 636 3115

328 375 365 434 639 1 135 1 850 2 794 4 598 6 071 6 845

709 797 665 1 008 1 190 1 385 1 726 1 936 1 840 1 207 1 112
135 119 106 108 80 61 51 24 5 1 1
328 375 365 434 639 1 135 1 850 2 794 4 598 6 071 6645

1 173 1 293 1 356 1 551 1 908 2 560 3 628 4 754 6443 7 279 7 958
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6 INVISIBLES : transfers

Sununary
Most entries in the balance of payments accounts 
represent resources provided (goods and services exported 
or imported or the use of investments) or changes in 
financial assets and liabilities. Most transactions between 
UK residents and overseas residents give rise to two such 
entries, which are recorded in the accounts with opposite 
signs (see general description of the accounts, page 6). For 
some transactions, however, only one such entry appears. 
Examples are a gift of goods to overseas residents (which 
appears as a positive entry under "Visible trade" or 
"Services") and a transfer to overseas residents of 
financial assets (which appears as a positive entry in the 
capital account). The entries in this section represent the 
counterparts to such entries (the value of the gift of goods 
or of the assets transferred, both with a negative sign, in 
the two examples). Also included are counterparts to the 
capital account entries resulting from money being 
brought to, or taken from, the United Kingdom by 
migrants. However, no entry is included for those assets 
of "temporary" migrants that are retained in the home 
country, even though the re-designation of some of these 
assets might appear in the capital account.

Some transfers may be of a capital nature and not wholly 
appropriate to the current account. However, because of 
the difficulty in practice of distinguishing between those 
arising from current transactions (for example, 
dependants’ allowances) and those arising from gifts of 
capital, all transfers other than occasional exceptional 
government transactions (see "capital transfers" in the 
glossary) are included in the current account.

Detail
General government transfers
C red its
These comprise receipts from European Community 
institutions, (more details of these credits are given in 
Table 9.2) and payments to the United Kingdom in 
respect of our costs in the Gulf conflict.

D ebits
Contributions and subscriptions to in ternational 
organisations.

(ii)

(iii)

This covers:
(i) European Community institutions (for a detailed 

analysis see Table 9.2).
Military - contributions to the military budget 
and pension scheme of NATO and its agencies. 
Multilateral economic assistance - contributions to 
international organisations such as the European 
Development Fund and agencies of the United 
Nations to provide economic assistance to 
developing countries.
Other - subscriptions to cover the administrative 
expenses of various international organisations. 
Subscriptions to the International Development 
Association and other international lending bodies 
are not included, nor are gold subscriptions to 
the IMF. These are capital transactions and are 
shown in Tables 7.6 and 1.1 respectively.

(iv)

B ila tera l aid.
This covers:

(i) Project grants - cash grants to developing 
countries for the establishment or expansion of 
production and infrastructure facilities. Financial 
aid in loan form is included under capital 
transactions.
Non-project grants - cash grants to developing 
countries for use in financing imports and 
budgetary support; plus the value of goods and 
services provided without charge by the United 
Kingdom government e.g. as food aid or disaster 
relief. Grants given to cancel existing debt are 
included here according to the original repayment 
timetable.
Technical co-operation - the provision of 
"know-how" to developing countries either as 
qualified manpower or as facilities for the 
training of nationals of these countries. The 
pensions of former technical co-operation 
personnel are included under "private transfers", 
below.

(iii)

M ilitary Grants. These consist of cash grants for military 
purposes and the value of goods and services of a military 
nature provided without charge to overseas countries and 
international organisations by the United Kingdom 
government.

Social security benefits. These comprise national 
insurance retirement and war pensions paid to overseas 
residents, net of contributions received from overseas 
residents.

Except where economic or military aid is involved, no 
entry is made either under government grants or under 
government receipts in respect of fixed assets transferred 
without charge to overseas countries.

Information on general government transfers is obtained 
from official records.

Private Transfers
The credit series comprises:

(i) The savings from work of UK nationals 
temporarily resident in Middle East oil-producing 
countries, estimated from the number of UK 
passport holders registered in these countries,and 
assumed average savings per worker, in 1985; 
and the trend over time in the global transfers 
debits of the countries concerned.
Pension payments and other transfers (including 
immigrants’ assets) from OECD countries, 
estimated mainly from information supplied by 
these countries on their payments to the United 
Kingdom.
Similar transfers from other countries. These are 
estimated by applying appropriate percentages to 
the published global transfers debits figures of ten 
countries, with a percentage addition for the rest 
of the world; and assuming an average amount of 
assets per immigrant.

(ii)

(iii)

The debits series comprises:
(i) Cash gifts from UK households to dependants etc.
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Transfers

abroad, and legacies. Data were obtained from 
exchange control records to 1979. Estimates of 
cash gifts transferred in later years are based on 
information made available by certain other 
countries on their receipts from the United 
Kingdom. These data are used in coryunction with 
information on such gifts collected in the Family 
Expenditure Survey and, especially for recent 
years, the trend in UK personal disposable 
income. Legacies are extrapolated using data on 
the number of deaths in the United Kingdom and 
UK prices.

Payments abroad by voluntary aid agencies (data 
are supplied by the agencies).
Emigrants’ assets. The series is based on 
exchange control records (to 1979) and data 
collected from emigrants in the International 
Passenger Survey.
The value of gifts sent overseas by parcel post, 
estimated from a sample enquiry held by the 
Department of Trade and Industry.
Pensions paid abroad (other than social security 
benefits -included above). Estimates are supplied 
by the pension fund managers.
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Transfers
£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Genoral govsmment transfors
Cradits .

European Community institutions'
Other^

HDIS
HHQG

1 675 2 1 54 2 235 2 392 1 760 2 138 2 282 2 115 2 143 2 193 2 789
38 2105

Total government credits HHAH 1 675 2 154 2 235 2 392 1 760 2 138 2 282 2 115 2 143 2 231 4 894

Debits
Contributions and subscriptions to

international organisations

European Community institutions^ HDLN 2 188 2 878 2 994 3213 3 789 2812 4066 3 555 4 443 4 669 3318
Military HDKF 37 39 26 43 27 50 58 75 54 71 79
Multilateral economic assistance HCHJ 109 127 140 143 156 178 171 246 254 310 426
Other HCKL 138 158 183 203 228 253 242 246 270 311 325

Bilateral aid
Project grants HCIL 332 238 257 279 253 311 183 215 229 236 261
Non-proiect grants HCJI 80 91 91 89 138 114 121 193 313 312 416
Technical co-operation HDJI 172 167 186 192 223 231 266 348 295 308 381

Total CGEG 584 496 534 560 614 656 570 756 837 856 1 058

Military grants HDJO 17 21 22 18 24 32 26 24 25 6 24
Social security benefits HBVJ 209 224 266 311 349 390 426 461 538 605 713

Total government debits CGGJ 3 282 3 943 4 165 4 491 5 187 4 371 5 559 5363 6 421 6 828 5 943

Balance HDKH -1 607 •1 789 •1 930 •2 099 •3 427 •2 233 -3 277 -3 248 -4 278 -4 597 -1 049

Private transfers

Credits CGJV 1 117 1 248 1 528 1 652 1 775 1 732 1 666 1 715 1 750 1 800 1 900
Debits CGGV 1 057 1 200 1 191 1 283 1 459 1 656 1 789 1 985 2 050 2 100 2 200

Balance CGIM 60 48 337 369 316 76 -123 -270 •300 -300 ■300

Total transfers

Credits HCBG 2 792 3 402 3 763 4 044 3 535 3 870 3 948 3830 3 893 4 031 6 794
Debits HCBH 4 339 5 143 5 356 5 774 6 646 6 027 7 348 7 348 8 471 8 928 8143

Balance CGIO -1 547 -1 741 -1 593 •1 730 •3 111 •2 157 -3 400 •3 518 -4 578 -4 897 -1 349

1 For further details see Table 9.2. Debits includes the United Kingdom's contri
bution to the Community Budget expenditure on overseas aid.

2 Includes contributions by other countries towards the UK's cost of the Gulf 
conflict.
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7 Transactions in UK external assets and liabilities

Summary
This section covers transactions which result in a change 
ofownership of financial assets and liabilities between UK 
residents and non-residents.

The presentation follows the broad outline for the capital 
account of the balance of payments, as set out by the 
International Monetary Fund in its Balance of Payments 
Manual (Fourth edition, 1977). This identifies transactions 
under the main headings: direct investment; portfolio 
investment; other capital excluding official reserves; and 
official reserves.

In the balance of payments accounts, the term 
"investment" has a wide coverage. It does not refer only 
to the creation of physical assets but also, for example, to 
the purchase (or sale) of paper assets, such as shares, 
bonds and other securities. Direct investment also covers 
the financing of trade movements and other financial 
transactions between related companies in the United 
Kingdom and abroad.

"Other capital transactions" consist mainly of borrowing 
and lending by banks, both transactions by UK banks 
with non-residents and transactions of banks abroad with 
UK residents. Such borrowing and lending may be 
associated with UK visible trade. For example, an 
overseas resident may borrow from a UK bank to pay a 
UK exporter; alternatively he may use money already on 
deposit with the bank. Such borrowing or use of deposits 
will be included in the appropriate item in the capital 
account offsetting the entry under visible trade.

Banking transactions may also arise from the financing of 
other capital transactions. For example, a UK company 
may borrow from an overseas bank in order to finance 
investment ("direct investment") in one of its subsidiary 
companies overseas. In this case, both the bank 
borrowing and the investment would be recorded in this 
section of the accounts and the two entries would offset 
each other; the investment would increase UK assets 
abroad while the borrowing would increase UK liabilities 
to overseas residents.

The total values of assets and liabilities held at the end of 
each year are shown in section 8 and the income earned 
from them is shown in section 5. The presentation of these 
sections is almost identical although there are small 
difierences in coverage in some cases, mainly because full 
information is not available for all items. Differences are 
noted under the relevant items below.

Detail
Summary of transactions in UK external 
assets and liabilities (Table 7.1)
The types of transactions identified in this table are 
shown in greater detail in subsequent tables in this 
section. Direct investment is given in Tables 7.2 and 7.2A; 
portfolio investment in 7.3; transactions in other assets 
and liabilities of UK banks in 7.4; transactions in other 
assets and liabilities of UK residents apart from banks 
and general government in 7.5; and transactions in other 
assets (including the official reserves) and liabilities of 
general government in 7.6.
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The analysis by UK sector - general government (i.e. 
central and local government), public corporations, banks, 
non-bank private sector - follows as closely as possible the 
standard classification used for the UK national and 
financial accounts, any differences from this practice are 
noted in the appropriate place below.

Transactions in the greater part of foreign currency assets 
and liabilities of UK banks are not available separately 
before 1979 and are therefore recorded on a net basis 
under liabilities up to that date.

The item at the foot of the table, "Allocation of Special 
Drawing Rights to the UK by the IMF", is not regarded as 
a transaction in UK liabilities by the IMF and is therefore 
usually shown separately in the balance of payments 
accounts. It is shown here for completeness since the 
counterpart asset transaction is included in the official 
reserves and the interest payable to the IMF on the 
allocation forms an integral part of the earnings account 
(see section 5).

Overseas authorities’ identified exchange 
reserves in sterling (Table 7.1 A)
This covers transactions by overseas central monetary 
institutions and international organisations (other than 
the IMF) in certain types of sterling liabilities of UK 
residents. They are sometimes described as movements in 
"official sterling balances". This table represents a 
sub-division of the main accounts; the numbers of the 
main tables in which these items appear are noted below.

governm ent stocks (Table 7.3)

Sterling deposits with UK banks (Table 7.4)
These include current and deposit accounts and sterling 
certificates of deposit. Up to the end of 1981 they also 
include deposits with finance houses whether made 
directly or by UK banks or other UK agents for accounts 
of overseas residents. At that date most of the finance 
houses in question became UK banks and are included 
with these institutions thereafter.

S terling deposits w ith local au thorities (Table 7.6) 
These cover temporary loans to, and bills drawn on, local 
authorities.

UK Treasury bills (Table 7.6)

N on-interest-bearing notes (Table 7.6)
These are issued by HM Government and are held by 
international organisations.

Direct investment (Tables 7.2 and 7.2A)
The term "direct investment" defines a group of 
transactions between enterprises, usually companies, that 
are financially and organisationally related and are 
situated in different countries. Such related enterprises - 
"affiliates" - comprise subsidiaries, associates and  
branches. Further details are given in the Glossary. 
Direct investment refers to investment that is made to 
add to, deduct from, or acquire, a lasting interest in an 
enterprise operating in an economy other than that of the 
investor and which gives the investor an effective voice in 
the management of the enterprise. Other investments in 
which the investor does not have an effective voice in the
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management of the enterprise are regarded as portfolio 
investments.

C om panies a n d  p u b lic  c o rp o ra tio n s
Investment overseas by UK residents (outward direct 
investment) comprises net investinent by UK companies 
in their overseas branches, subsidiaries or associated 
companies. The figures of outward investment also cover 
the transactions of a number of concerns which were 
public corporations. The dates at which they moved into 
the corporate sector were: British Aerospace, February 
1981; Cable and Wireless, October 1981; British Gas, 
December 1986; British Airways, February 1987; British 
Steel, December 1988; the ten Water Boards of England 
and Wales, December 1989; the twelve regional electricity 
companies in December 1990; the two electricity 
generating companies in March 1991; and the Scottish 
electricity companies in June 1991. Transactions of 
government departments and the Commonwealth 
Development Corporation are excluded from direct 
investment. (They appear in Tables 7.6 and 7.5 
respectively).

Investment in the UK by overseas residents (inward direct 
investment) comprises net investment by overseas 
companies in branches, subsidiaries or associated 
companies in the United Kingdom.

The estimates of direct investment include the investor’s 
share of the unremitted profits of the subsidiary or 
associated company, the net acquisition of share and loan 
capital, changes in inter-company accounts and changes 
in branch/head office indebtedness. They are derived from 
regular inquiries by the CSO, the Bank of England and 
the Association of British Insurers, the combined results 
of which are published periodically in CSO Bulletins  and 
Business Monitor MA4. Geographical analyses are also 
given in these publications.

Overseas investment by oil companies is measured on a 
basis comparable to the estimates of direct investment by 
non-oil companies. International issues of securities by 
UK oil companies have been treated as inward portfolio 
investment from 1980 onwards. In earlier years such 
issues would have been included indistinguishably in oil 
companies’ investment. The CSO’s inquiry was extended 
in 1985 to cover the oil companies’ overseas transactions. 
Oil companies were surveyed retrospectively in respect of 
their 1984 transactions and these figures are 
incorporated in the results. Some types of transactions 
recorded net in previous years appear as gross flows from 
1984. Separate figures for oil companies’ investment from 
1984 are published in CSO Bulletins.

New inquiries covering direct investment by insurance 
companies were introduced in 1984. With effect from 
1991, the annual inquiry has become statutory and this is 
expected to improve these estimates in the future.

There has been a change in the treatment of short term 
capital flows between security dealing concerns in the UK 
and their overseas related companies. From 1989, these 
flows, which are both large and transitory, have been 
excluded from direct investment and included under 
"other lending and short term assets". This change 
brought the UK figures on direct investment in respect of 
securities dealers more into line with those of other 
countries. Figures for 1988 were revised in line with the 
change of treatment, but earlier year figures, where the
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Transactions in assets and liabilities

net amounts were relatively small, were not revised.

The estimates of inward direct investment include 
revisions for the period 1985 to 1990 resulting from 
investigations undertaken into the register of foreign- 
owned companies. This exercise, undertaken as part of 
the Chancellors Initiative, identified a significant number 
of foreign owned companies which had not been accounted 
for in the annual and quarterly inquiries results. 
Estimates of the transactions in UK liabilities by these 
companies over the past five years have been included in 
the figures and the companies are in the course of being 
added to the register for future direct investment 
inquiries.

O th e r  d i r e c t  in v e s tm e n t
Outward investment by other UK residents mainly 
consists of real estate transactions by non-bank financial 
institutions and persons. It also includes non-bank 
financial institutions’ loans and mortgages to overseas 
residents.

Miscellaneous property investments in the UKby overseas 
residents are those made by individuals or by companies 
which do not trade in the UK. Property investments by 
overseas companies through UK affiliates are included in 
the CSO direct investment inquiry, above.

Information on property transactions is obtained by the 
Inland Revenue, the Central Statistical Office and the 
Bank of England. Some of this is published in Financial 
Statistics, and that relating to transactions by insurance 
companies and pension funds, in Business Monitor MQ5. 
Some additional information was derived from exchange 
control sources until 1979 and is no longer available.

Portfolio investm ent (T a b le  7 .3 )
Portfolio investment covers all investment in securities 
with an original contractual maturity of more than one 
year, as well as in corporate equities, bonds and other 
securities with no specified maturity. It does not include 
investment in short-term instruments such as Treasury 
bills and commercial paper - which form part of "other 
capital transactions".

Investm ent overseas by UK residents 
This represents net transactions by UK residents in 
overseas securities. Such securities may be issued by 
overseas governments, municipal authorities or 
companies.

Investment overseas by Lloyd’s of London, including trust 
funds held in North America and elsewhere, is also 
covered here.

Until mid-1980 the figures were based partly on exchange 
control returns (and returns submitted on a voluntary 
basis after the lifting of controls in October 1979) and 
partly on a Bank of England inquiry into overseas 
portfolio investment. From mid-1980 a Bank of England 
statistical inquiry to UK dealers in securities and banks 
was used, together with information obtained from 
inquiries to UK non-bank financial institutions (eg 
insurance companies, pension funds, unit trusts, 
investment trusts and miscellaneous financial 
institutions). Pension Funds data has been reassessed in 
the light of the 1987 GAD benchmark survey and other 
sources (eg share register surveys). Insurance companies 
data reflect methodological improvements (from 1986) to
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Transactions in assets and liabilities

align transactions with changes in the balance sheets and 
with income and expenditure. Adjustments are made to 
the reported data for "other financial institutions" to 
remove the commission charges and other local costs 
included in the gross acquisitions and sales figures which 
are not appropriate to the capital account. Estimates of 
portfolio investment transactions of industrial and 
commercial companies are derived from asset levels at 
end-1990 and end-1991 measured in a new inquiry, linked 
back to earlier levels of holdings; from 1991, estimates are 
also based on a smaller quarterly inquiry. From 1989, 
estimates for securities dealers overseas investment are 
now based on integrated financial returns, with 
transactions aligned with changes in balance sheets. With 
effect from 1991 data, the annual inquiries to insurance 
companies and pension funds have changed from 
voluntary to statutory (and similarly for the quarterly 
inquiries with effect from the first quarter of 1992). These 
changes, together with increased coverage of the inquiries, 
are expected to improve these estimates in the future.

Some partial information for Channel Island Unit Trusts, 
previously within miscellaneous financial institutions, was 
removed from the 1991 Pink Book onwards.

Investment by Lloyd’s, representing mainly net dollar 
insurance premium income and the portfolio income of the 
Trust Funds held overseas, continues to be included. Some 
allowance is made, where possible, for transactions not 
reported directly. Central government transactions in the 
shares of the Compagnie Financiere de Suez are included.

In the classification by sector of UK investors, dealers in 
securities are treated as non-financial institutions up to 
the end of 1983 and "other (i.e. non-bank) financial 
institutions" from the beginning of 1984. This corresponds 
to their treatment in the UK domestic accounts. Lloyd’s is 
classified to the personal sector.

Overseas investm ent in the  U nited Kingdom
This comprises all net investment by overseas residents in 
securities issued by the UK government, local authorities, 
public corporations and companies.

B ritish governm ent stocks
This item, which consists of net transactions by central 
monetary institutions and international organisations and 
private overseas residents in government and 
government-guaranteed stocks, is measured from banking 
statistics and other Bank of England sources.

B ritish governm ent foreign currency  bonds and 
notes
The bonds are:

(i) dated bonds denominated in US dollars, 
Deutschmarks, Swiss Francs and Japanese Yen, 
offered in April 1977 to overseas official holders of 
sterling; and
(ii) an issue of $350 million of HM Government 7 and 
15 year bonds made in New York in April 1978.
(iii) an issue of ECU 2.5 billion of HM Government 10 
year bonds, issued in February 1991.

The estimates for foreign currency notes comprise that 
part of HM Government’s October 1985 $2.5 billion 
floating rate note issue (redeemed in 1988) and the 
September 1986 $4 billion issue (partially redeemed in 
1991) purchased by overseas residents, and subsequent
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net transactions by overseas residents.

Local authorities* securities
Sterling securities include mortgages in all years up to the
end of 1980.

Public corporations* securities 
These include issues under the public sector exchange 
cover scheme. Any such issues subsequently assigned to 
HM Government are not included as transactions in the 
balance of payments accounts; their redemptions will be 
included in due course as redemptions of British 
government foreign currency bonds - above. They are 
measured from official records.

UK companies* securities
The figures shown for this item represent net transactions 
by overseas residents in UK company securities, including 
securities issued on the domestic market and in 
international, including eurobond, markets. (International
issues by oil companies, however, were included under 
Direct investm ent in oil companies before 1980). Also 
included are transactions in "secondary" forms of UK 
securities eg American Depositary Receipts (ADRs).

The portfolio investment inquiry, introduced in mid-1980, 
is the main source for the estimates of transactions in 
ordinary shares. However, the data from the beginning of 
1985 have been adjusted to take account of total levels of 
overseas investment in shares indicated by the results of 
the CSO’s share register surveys held annually from the 
end of 1989.

Overseas investment in UK company bonds up to the end 
of 1986 is estimated from the Bank of England’s database 
of all UK bonds known or estimated to have been issued 
to overseas residents together with information obtained 
from the portfolio investment inquiry. The latter covers 
secondary market trading and some new issues but not 
redemptions. From 1987 onwards, estimates of total 
overseas investment in bonds have been obtained from the 
Bank of England’s records of all capital issues by UK 
companies. It has been assumed that any net transactions 
in UK securities not attributable to the domestic sectors 
of the UK (using all other available data sources), are 
attributable to overseas residents. Since the 1991 Pink 
Book, the net transactions attributable to UK residents 
have been reassessed from 1986 onwards, causing a 
consequent correction to the overseas sectors’ allocation. 
Transactions under the exchange cover scheme relate to 
redemptions by British Airways pic and British Telecom 
pic after privatisation. The original issues and 
redemptions before privatisation are included within 
public corporations’ transactions. The estimates are based 
on information obtained by the Bank of England.

Transactions of UK banks (Table 7.4)
This table covers all transactions between UK banks and
overseas residents other than direct and portfolio
investment. Some transactions in banks’ overseas assets
and liabilities taking place between two UK residents are
also included, sometimes indistinguishably. However,
these are matched by offsetting entries in other tables -
either Table 7.5 or Table 7.6 - and thus net out to zero
within the balance of payments as a whole. An example is
transactions in gold (treated like a foreign currency asset
of the UK) between UK banks and those listed institutions
in the London Bullion Market classified to the "other
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Table 7.4 would be offset by a reduction in UK 
Table 7.5.

Transactions in overseas bills between the banks and the 
Issue Department of the Bank of England (part of Central 
government) are not recorded either in this table or Table 
7.6. However, the earnings on these bills and the level of 
assets held by the Issue Department are included under 
the Central government entries, and not under the UK 
banks’ entries, in sections 5 and 8 respectively.

Foreign currency lending and  borrow ing abroad by 
UK banks
These items comprise all external lending and borrowing 
denominated in foreign currencies by UK banks 
(sometimes described as euro-currency transactions). 
They consist of changes in deposits with and other lending 
to UK banks by non-residents and in loans etc. by UK 
banks to non-residents.

The transactions recorded under these headings may be a 
reflection of (i.e. the counterpart to) a variety of other 
overseas or domestic transactions by UK banks. These 
other transactions could be: foreign currency lending to or 
borrowing from UK residents (which are not balance of 
payments transactions); net purchases of overseas 
securities by the banks (which are included in direct or 
portfolio investment overseas - Tables 7.2 or 7.3 - as 
appropriate, rather than in UK banks’ external lending); 
any switching of banks’ assets or liabilities between 
foreign currencies (including gold) and sterling; or any 
change in the amount of foreign currency capital raised by 
banks.

Transactions in assets include changes in UK banks’ 
holdings of foreign notes and coin. They also include 
transactions in gold both with overseas residents and 
other UK residents. (See note above; also notes to Table 
7.5, below, and on gold in "Visible trade", section 2, page 
20). UK banks’ long-term foreign currency export credit 
consists of lending under ECGD schemes - which was 
introduced from the third quarter of 1977. Export credit 
excludes commercial bills lodged with UK banks for their 
customers and also acceptances (which are thought to 
represent "other lending" rather than direct export credit 
extended by UK banks to overseas residents). It includes 
credit extended for the financing of trade between other 
countries.

All series have been calculated from the end-quarter 
balances of claims and liabilities as reported by all UK 
banks and similar institutions to the Bank of England. 
Until 1981 the institutions covered were UK banks and 
certain other UK institutions which had permission to 
take foreign currency deposits and make foreign currency 
loans when exchange controls existed. From 1982 only 
the newly defined group of UK banks is included. The 
other institutions are included in the UK non-bank 
private sector in Table 7.5 below. Adjustments have been 
made to the reported changes in balances to exclude 
revaluations resulting from floating exchange rates. 
Transactions are shown gross from 1979 onwards. Prior to 
that the only separately available information on asset 
transactions relates to long-term export credit. All other 
transactions are shown on a net basis under liabilities. 
Since the 1991 Pink Book, a study carried out by the 
British Bankers Association on behalf of the CSO has led 
to a reallocation of foreign currency borrowing abroad by 
UK banks. The figures for UK banks foreign currency

» .

lending abroad have also been adjusted, from 1986 
onward, in the light of additional information on write
offs.

S terling  lending abroad  by UK banks 
Long-term export credit extended by UK banks covers 
that extended under Export Credits Guarantee 
Department (ECGD) buyer credit schemes and specific 
bank guarantee schemes. It is at a fixed rate of interest 
for a period of two years or more, with insurance cover 
being provided by ECGD. Buyer credit is extended 
directly to overseas customers, whereas specific bank 
guarantees relate to credit extended through UK 
suppliers. Amounts refinanced with the ECGD are 
excluded here but included in Table 7.6. Similarly, 
amounts refinanced from September 1979 with the 
Trustee Savings Banks and the Central Trustee Savings 
Bank are covered in Table 7.5 until those institutions 
became UK banks at end-1981. When overseas customers 
make advance and progress payments to UK businesses 
by borrowing from XJK banks under buyer credit schemes 
the transactions recorded as credit extended by UK banks 
should be offset by corresponding entries recorded as 
advance and progress payments by overseas customers in 
Table 7.5.

Other export credit may be under comprehensive bank 
guarantees which cover credit extended for less than two 
years with interest related to base rate and insured 
through the ECGD. It also includes amounts covered by 
unmatured bills of exchange and promissory notes 
discounted by (sold to) banks in the United Kingdom for 
UK exporters.

Other sterling lending by UK banks consists of changes in 
the level of sterling advances and overdrafts provided to 
overseas residents (including banks abroad) by UK banks 
and, prior to 1982, certain other UK financial institutions. 
It also includes changes in the value of sterling 
commercial bills discounted and acceptances, other than 
bills connected with UK export credit. The series are 
derived from banking statistics.

S terling borrow ing and  deposit liabilities abroad of 
UK banks
These series are derived from banking statistics 
supplemented, up to the end of 1981, by returns from 
other financial institutions and, before 1980, the Crown 
Agents for Overseas Governments and Administrations. 
From 1982 they cover UK banks only; other institutions 
are included in Table 7.5 below.

Overseas authorities* exchange 
- see notes to Table 7.1A.

in sterling

O ther liabilities in sterling
This item consists of changes in UK external banking 
liabilities in sterling to overseas residents other than 
central monetary institutions and international 
organisations.

Transactions of UK residents other than 
banks and general government (Table 7.5)
This covers all identified capita) transactions in assets and 
liabilities of UK public corporations and the non-bank 
private sector apart from direct and portfolio investment. 
The main types of transaction are those with banks 
abroad; trade credit to or from unrelated buyers or 
suppliers; some changes in stocks of physical assets held
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Transactions in assets and liabilities

abroad; and transactions in foreign notes and coin and in 
gold.

Net transactions in gold, which is held as a financial asset 
by listed institutions in the London Bullion Market (LBM) 
that are not UK banks and by other UK non-bank 
residents, are included here: from the beginning of 1982 
in the case of the LBM institutions; and from the 
beginning of 1970 in the case of other UK residents. (See 
notes on gold in section 2, page 20 for details of coverage 
of financial and non-financial or commodity gold within 
the accounts.) In order to balance the accounts it is 
necessary to include all such financial gold transactions, 
whether with UK or overseas residents.

Transactions between the UK banks (which include 
certain members of the LBM ) and other UK residents 
(including the rest of the LBM) are recorded twice within 
the capital account: in this table under transactions 
with banks abroad  or other lending and  short-term  
assets for the non-bank private sector (or, in the case of 
the non-UK banks LBM institutions, netted off "other 
liabilities", up to the end of 1981); and under foreign  
currency lending abroad by UK banks, Table 7.4. 
These pairs of entries sum to zero, giving no net effect on 
the total capital account.

Deposits and lending overseas
Transactions w ith banks abroad  consist of UK 
residents’ deposits with banks in the IMF reporting area, 
supplemented by fiduciary accounts with Swiss banks and 
deposits with branches of US banks in Panama. (See notes 
under borrowing below.)

They include, indistinguishably, changes in balances 
under minor government accounts overseas and deposit 
balances of public corporations; these have been included 
within the UK non-bank private sector figures.

Information on the level of bank deposits was obtained 
from the BIS for the period 1975-83 and from the IMF 
from the end of 1983. The capital flows are estimated from 
changes in levels adjusted for exchange rate movements. 
They omit as far as possible, the effects of any 
discontinuities in the levels series but no attempt has 
been made to allow for any deficiencies in the capital 
flows in years prior to 1984.

Information on the appropriate part of transactions in 
overseas assets of miscellaneous UK financial institutions, 
including part of the London Bullion Market, some of 
which had been covered previously under the UK banking 
or short-term asset headings, is derived from statistical 
inquiries and included here from the beginning of 1982. 
Estimates of securities dealers’ transactions with banks 
abroad and their transactions in overseas certificates of 
deposit are included from the second quarter of 1989, 
derived from their asset levels reported to the Bank of 
England in a new statistical inquiry. (Estimates for 
earlier years, back to 1986, are based on information from 
published annual accounts.)

O ther assets of the UK non-bank private sector and 
public corporations

L o n g -te rm  c a p i ta l  t r a n s a c t i o n s  o f th e  
C o m m o n w ealth  D ev e lo p m en t C o rp o ra tio n
Information is obtained from official records. Further
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information is available in the A nnual Report o f  the 
Commonwealth Development Corporation.

Advance and progress paym ents on imports and 
export cred it
Trade credit represents the extent to which the flow of 
payments for imports and exports follows or precedes the 
flow of goods recorded in the current account. Goods 
received under financial leasing agreements and certain 
long-term operating leases (eg for aircraft) are treated as 
being purchased by the lessee, with the purchase being 
financed by trade credit from the lessor. However, goods 
leased to overseas residents by specialist UK finance 
leasing companies are treated as being financed by a loan 
rather than trade credit. Those loans are included in 
other lending €ind short-term assets, below.

Trade credit between related firms (i.e. credit received or 
extended between a UK business and an overseas affiliate 
or parent company) is treated as an investment in an 
affiliate or parent company and is therefore recorded 
under direct investm ent in Table 7.2.

Advance and progress paym ents on imports are those 
made by UK firms to overseas suppliers. When these 
advance or progress payments are financed out of credit 
arranged with overseas banks, both the credit received 
and the payments made to the overseas manufacturer are 
recorded separately in Table 7.5 but these transactions 
should net out within the account as a whole.

Identified long-term credit comprises credit received on 
ships, commercial aircraft and North Sea installations. An 
estimate of the credit on ships is obtained from the 
Department of Transport’s capital expenditure inquiry. A 
similar inquiry conducted by the Civil Aviation Authority 
for the CSO provides information on civil aircraft acquired 
by the UK airline industry. For the other items, 
information is made available by individual companies.

Export credit consists of net credit extended to overseas 
firms by UK firms. The estimates for this and for import 
credit not covered in the "long-term" category described in 
the previous paragraph, were based largely on annual 
inquiries carried out by the Department of Trade and 
Industry. These inquiries were discontinued at the end of 
1982 and no estimates are available for 1983 onwards. Oil 
companies’ trade credit is included under short-term 
assets, below.

O ther lending and short-term  assets 
This item covers transactions in gold held as a financial 
asset by UK residents other than UK banks, as described 
above; leasing overseas by specialist UK finance leasing 
companies; other UK companies’ and institutions’ net 
lending to unrelated companies and other overseas 
residents (securities dealers’ asset transactions of this 
type are included from the second quarter of 1989); 
certain short-term assets such as oil companies’ trade 
credit extended, stocks of commodities and other goods 
held overseas by UK residents (not through overseas 
subsidiaries); certain long and short-term transactions of 
UK investment trusts and unit trusts; up to the end of 
1975, short-term transactions of pension funds and 
insurance companies; and certain unremitted earnings of 
service industries.

Information on UK companies’ net lending to unrelated 
companies abroad and on commodity dealers stocks
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abroad was derived from exchange control sources and is 
no longer available. Estimates of the overseas business of 
specialist finance leasing companies (which is discussed in 
more detail in the notes to Table 5.1) are based on 
information from a variety of sources including companies’ 
accounts and the Equipment Leasing Association. 
Information on financial institutions’ - including securities 
dealers’ - and oil companies’ assets is obtained from those
concerns.

Foreign currency  notes and coin
These are estimates, based on tourists’ expenditure, of the 
transactions in foreign notes and coin by UK residents 
other than banks and miscellaneous financial institutions.

Borrowing from overseas
Public corporations’ borrowing directly from overseas 
residents under the exchange cover scheme is included 
throughout under the appropriate headings. Repayments 
under the scheme by former public corporations that have 
since been privatised are included under external 
liabilities of general government, to whom their overseas 
debt was transferred following privatisation.

Transactions w ith banks abroad cover predominantly 
borrowing from commercial banks in the reporting area 
covered by the IMF; the European Investment Bank 
(EIB); and the United States of America’s Export-Import 
Bank (Exim Bank).

Information on borrowing by public  corporations is 
derived from official records. It includes some borrowing 
from non-banks abroad, principally the European Coal 
and Steel Community (ECSC).

Information on borrowing by the UK non-bank private  
sector was derived mainly from exchange control sources 
until the third quarter of 1979 and covered borrowing 
from non-banks as well as banks abroad in all parts of the 
world.

From the fourth quarter of 1979 to the end of 1983 
information on borrowing by UK residents other than 
banks from commercial banks overseas related to 
institutions in the BIS reporting area and was obtained 
from the BIS. The countries covered by these data are 
therefore fewer than in earlier periods. They are Austria, 
Belgium/Luxembourg, Canada, Denmark, France, the 
Federal Republic of Germany, Italy, Japan, the 
Netherlands, the Republic of Ireland, Sweden, Switzerland 
and the United States of America; and, additionally, from 
the fourth quarter of 1983, the Bahamas, Bahrain, the 
Cayman Islands, Finland, Hong Kong, the Netherlands 
Antilles, Norway, Singapore, Spain and branches of US 
hanks in Panama.

From the end of 1983 the IMF replaced the BIS as the 
main source of data. The IMF data covers 32 countries 
(the 24 covered by the BIS data plus Israel, Korea, 
Lebanon, the Philippines, Portugal, Saudi Arabia, the 
United Arab Emirates and the Cayman Islands (from 
1991)), together with extended coverage of two countries 
(viz. branches of US hanks in Panama and the fiduciary 
accounts of Swiss hanks).

The data relate to levels of liabilities; flows have been 
estimated from changes in levels, adjusted to remove the 
effects of exchange rate movements and discontinuities in 
coverage. As with the corresponding assets series

Transactions in assets and liabilities

described above, no attempt has been made to allow for 
any deficiencies in the total capital flows stemming from 
the use of data from the different sources noted. Crude 
retrospective adjustments have been made to the recorded 
levels and earnings figures in sections 8 and 5 respectively 
in an attempt to remove the deficiencies in those series.

Estimates of UK public sector borrowing from commercial 
banks in the IMF reporting area have been derived from 
official records and deducted from the IMF data to give 
estimates for UK private sector borrowing. The IMF series 
is thus used as the main source of data for UK non-bank 
private sector borrowing from hanks abroad. Additional 
information on borrowing from the EIB is derived from 
EIB data. From the beginning of 1982 miscellaneous 
financial institutions’ transactions with banks abroad are 
also included, having been included indistinguishably with 
UK banks in Table 7.4 until then. They supply 
information to the Bank of England. Securities dealers’ 
transactions are included from 1986. From 1989 onwards, 
they are estimated from levels of liabilities reported in a 
Bank of England statistical inquiry: before then data are 
estimated. Long-term credit advanced by banks overseas 
to UK residents covers credit for the purchase of ships. 
Data are obtained by the Department of Transport.

O ther liabilities of the UK non-bank p rivate  sector 
and  public corporations
The trade credit items are similar to those described 
under assets above.

Estimates of im port c red it received, other than on 
long-term agreements, and changes in advance and 
progress payments for exports were derived from inquiries 
carried out by the Department of Trade and Industry into 
trade credit received or extended. These inquiries were 
discontinued at the end of 1982 and no further estimates 
are available for the major part of these items.

Advance and  progress paym ents are those received by 
UK suppliers of goods for export, including those financed 
by UK hank loans to overseas residents under ECGD 
buyer credit schemes; the transactions include those of 
most public corporations.

O ther liabilities include short-term transactions of 
investment trusts and unit trusts; certain short-term 
transactions of oil companies excluding trade credit 
received on ships and platforms, but including credit on 
oil; changes in certain gold dealers’ balances (up to the 
end of 1981); some holdings of commercial bills by 
international organisations; transactions of miscellaneous 
UK financial institutions with non-banks abroad (from the 
beginning of 1982); transactions of securities dealers 
including short-term transactions with affiliates (from the 
beginning of 1988; and their customers from 1989) 
borrowing by UK companies from the ECSC; transactions 
by overseas residents in commercial paper and other 
short-term securities (eg euro-notes) issued by UK 
companies (from the beginning of 1982); overseas 
residents’ shares in and deposits with UK building 
societies (from the third quarter of 1978) and their 
transactions in other short-term securities issued by 
building societies. An explanation of the operation of the 
exchange cover scheme for certain transactions of public 
corporations and UK companies is given in the glossary on 
page 84.
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Transactions in assets and liabilities

Transactions of general government (Table 
7 . 6 )
This covers all transactions in overseas assets and 
liabilities of HM Government and UK local authorities 
except portfolio liabilities (which appear in Table 7.3). In 
practice, there are no recorded external assets of local
authorities.

______  reserves
This item consists of the sterling equivalent, at current 
rates of exchange, of drawings on, and additions to the 
gold, convertible currencies and Special Drawing Rights 
(SDRs) held in the Exchange Equalisation Account; and of 
changes in the UK reserve position in the IMF (see notes 
below). From July 1979 convertible currencies also 
include European Currency Units acquired from swaps 
with the European Monetary Co-operation Fund. Further 
notes on the valuation of reserves transactions will be 
found in section 10.

The UK gold subscription to the IMF is shown separately 
in Tables 1.1 and 1.4.

O ther external assets of central government

Inter-govem m ent loans
This covers drawings on and repayments of loans between 
the UK government and overseas governments. 
Short-term loans are included within Official short-term  
capital, below.

Where there has been an agreement to cancel loans made 
by the United Kingdom, the current practice is to include 
repayments of interest and capital as originally scheduled 
with offsets under transfer debits.

Other long-term capital transactions
This covers capital subscriptions to international lending 
bodies other than the IMF, i.e. the International 
Development Association, regional development banks and 
the European Investment Bank, the International Finance 
Corporation and the International Fund for Agricultural 
Development. Some transactions are in the form of 
non-interest-bearing promissory notes and are included in 
the accounts as the subscriptions fall due, irrespective of 
the time of encashment of the notes. Also included is the 
repayment of the subscription to the European Fund in 
1973. Subscriptions and contributions to international 
organisations to meet administrative expenses are not 
included here, but under general government transfers 
(debits) in the current account. "Other long-term assets" 
comprise repayments of capital and payments of interest 
to the IBRD by the UK government as guarantor of loans 
to Rhodesia; a capital contribution to the reserves of the 
European Coal and Steel Community; and repayments by 
Alcan Aluminium Ltd. of Canada on a wartime loan.

The information is obtained from official records. Further 
information is available in the Consolidated Fund and  
National Loans Fund Accounts.

Export credit
This mainly consists of credit taken over by the ECGD 
from UK banks and suppliers following the settlement of 
insurance claims, together with long-term sterling assets 
acquired from UK banks under ECGD refinancing 
arrangements. Transactions in overseas bills by the Issue 
Department of the Bank of England are not included 
although its earnings and level of holdings are recorded in
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sections 5 and 8 respectively.

External liabilities of general government

Transactions w ith the International 
Monetary Fund (IMF)
Each member country of the IMF has a quota which 
determines its financial contribution to the Fund and its 
drawing rights. When a member country draws the 
currencies of other member countries from the Fund it 
pays for them with an equivalent amount of its own 
currency: members do not therefore "borrow" from the 
Fund but "purchase"; conversely, they do not "repay" but 
"repurchase". These drawings and repurchases affect the 
Fund’s holding of member countries’ currencies and when 
the holding exceeds the quota the member country has a 
repurchase obligation to the Fund, while when the Fund 
holding is less than the quota the member country has a 
reserve position or automatic drawing rights on the Fund.

The transactions shown cover drawings and repurchases 
by the United Kingdom, and drawings and repurchases in 
sterling by other countries which affect the UKs 
repurchase obligations to the IMF. Drawings or 
repurchases in sterling by another country which affect 
the UKs reserve position in the Fund result in a change 
in the published total of UK official reserves and are 
accordingly shown in the balance of payments accounts as 
drawings on or additions to official reserves - see 
transactions in assets above. Any transaction by the 
United Kingdom which affects the UKs reserve position 
in the Fund alters the composition rather than the level 
of the reserves.

IMF expenditure and receipts in sterling
The sterling entry for 1978, comprising an increase in 
sterling liabilities, was for the third IMF gold restitution 
which was repurchased in 1979.

Transactions with other overseas monetary 
authorities
This item covered net borrowing from the Group of Ten 
countries, Switzerland and the BIS under the $5.3 billion 
facility in 1976.

Inter-governmont loans to the
See notes on assets above.

Kingdom

Foreign currency borrowing from banks etc 
overseas
Information is obtained from official records. This item 
also includes repayments by HM government of the 
overseas debt of former public corporations that was 
transferred to the government following their 
privatisation.

Net borrowing by HM Government 
This consists of drawings on that part of two Euro-dollar 
facilities, of $2,500 million and $1,500 million respectively, 
arranged by the Bank of England with overseas banks on 
behalf of HM Government. The loans were repaid during
1980 and 1981.

Treasury bills
Overseas residents net transactions in sterling and, since 
October 1988, ECU-denominated Treasury Bills are 
included here. Transactions exclude any bills held by the 
Bank of England as the sterling counterpart of foreign 
currency deposits arising from central bank assistance.
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7 ^  Summary of transactions in UK external assets and liabilities 
B I  (Capital account of the United Kingdom with the overseas sector)

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Transactions In sxtsmal assets of ths UK

(increase in assets shown negative)

Direct investment overseas by UK residents
Portfolio investment in overseas securities 

by UK residents
Lending etc to overseas residents 

by UK banks ’
Deposits and lending overseas by UK residents 

other than banks and general government 
Transactions with banks abroad 
Other assets

Official reserves
Other external assets of central government

HHBV -6 0 0 5  -4091 -5 4 1 7  -6 0 3 6  -8 449 -11 678 -19 239 -20 944 -21 515 -9 5 5 3  -10261

CGOS -4 467 -7 565 -7 350 -9 753 -16 754 -22 277 5 163 -11 239 -35 486 -15 844 -30 908

HEYN -39919 -20566 -18443 -14359 -22024 -53 747 -50 500 -19690 -28612 -41 240 32231

HESZ
HETE
A IP A
HEUJ

1 664 
1 026 
2419 

93

-3 213 
1 260 

906 
-743

1 305 
527 

1 758 
-730

3 094
1 644
2 691 
-509

•4 914 
93

-12012
-796

-4 025 
1 070 

-2 761 
-887

9 334 
1 468 
5 440 
-873

8 280 
•3 479 

-79 
•1 025

-3 580 
-4 707 
-2 662 

-894

Total transactiona In assets of
General government 
Public corporations 
UK banks
UK non-bank private sector

HCDN
HEYO

HCDG

2 512 
-167

HEYP -41 133
HEYQ -11 981

1 261 
-210 

22 550 
-9 934

129
47

-21 232 
-9 322

165 
-223 

21 402 
10 455

•2 468 
370 

33 347 
•15 029

-3 401 
-121 

63 022 
26 008

•12 808 
-21 

49 559 
•19816

•3 648 
-33 

-20 971 
-33 824

4 567 
-59 

•35 872 
•57 548

-1 104 
-48 

47 827 
30 521

-3 556 
•39 

24 326 
•41 512

Total HEPZ -50 769 -31 433 -30 378 -31 9 l5  -50 493 -92 551 -82 205 -58 475 -88 912 -79 498 -20 780

Transactions In UK liabilities to overseas residents
(increase in liabilities shown positive)

Direct investment in the UK by overseas 
residents

Portfolio investment in the UK by overseas 
residents

Borrowing etc from overseas residents 
by UK banks ^

Borrowing from overseas by UK residents 
other than banks and general government 

Transactions with banks abroad 
Other liabilities

Other external liabilities of general government

HHBU

HEYR

HEYS

HETN
HETQ
HEUR

Total transactions In liabilitlss of
General government 
Public corporations 
UK private sector

HEYT
HEYU
HEYV

Total HEQW

Of which ; identified liabilities constituting 
overseas authorities' exchange reserves 
in sterling HCRC

2 932 3 027 3 366 •181 4506 5 837 9 449 12006 18 567 18 634 12 045

257 -11 1 701 1 286 9 773 12 181 19 535 15 564 14603 5 276 16 627

39 260 24 421 21 293 24 139 29 042 66 866 52 433 34 086 44 739 47 612 •24 024

864 950 38 -2 263 2 662 3 786 1 910 3 720 6 291 9 879 12 983
224 119 -15 558 732 569 1 382 1 664 21 191 8 272 10710

-206 409 -584 •40 24 177 1 829 832 2 781 918 -2311

164 643 347 584 3 235 3 520 5834 2 241 835 •3 305 6019
-567 -203 -46 -260 -51 •28 •247 -277 -2 075 -84 •52

43 736 28 476 25 517 23 179 43 576 85 926 80 952 65 908 109 413 93 980 20 064

43 334 28 916 25 818 23 502 46 761 89 417 86 539 67 870 108172 90 591 26 030

69 226 981 1 308 1 577 33 4 604 2314 903 1 639 •2148

Net transactions In UK external 
assets and liabilities

Direct investment HHPD -3 073 -1 064 -2 031 -6 217 -3 943 -5 841 -9 790 -8 938 •2 948 9 081 1 784
Portfolio investment HHPH -4 210 -7 575 -5 649 -8 466 -6 981 -10 094 24 698 4 325 •20 883 -10 568 -14 281
Lending and borrowing by UK banks 
Lending and borrowing by UK residents

HCAI -659 3 855 2 850 9 780 7 018 13 121 1 933 14 398 16127 6 372 8 207

other than banks and general government 
Other external assets and liabilities

itETZ •1 800 598 726 -3 637 2 636 2 904 •1 530 2 427 19616 6 392 15 408

of general government HCCG 2 307 1 668 -457 124 -2 464 -3 224 -10 979 •2816 7 346 -186 -5 867

Net transactions In assets and liabilities of 
General government 
Public corporations 
UK private sector

HEYW
HEYX
HEYY

2677 1 903 474 747 747 119 -6 974 -1 407 5 400 -4 409 2 463
-734 -413 -484 3 l9  -150 -268 -311 -2 134 -132 -90

9379 -4007 -5037 -8 679 -4 799 -3 103 11 577 11 112 15993 15632 2 879

Total net HEQU •7 436 -2519 -4 562 -8414 -3 733 -3 134 4 334 9 396 19 259 11 091 5 249
Allocations of Special Drawing Rights 

to the UK by the IMF HBUN 158

1 See notes for explanation of discontinuity.

V
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Direct Investment
£ million

Invostmont ovarssas by UK rosidants
(transactions in UK assets)

By companies and public corporations 
(excluding oil companies before 1984) 

Unremitted profits of subsidiaries 
Net acquisition of share and loan capital 
Change in inter-company accounts 
Change in branch indebtedness

HHDR
HCLH
HBYQ
HCOP

Total companies and public corporations 
(excluding oil companies before 1984) CGOO

By other UK residents
(including some financial companies 

and. before 1984. oil companies) CGOQ

Total transactions in UK assets HHBV

Investment In UK by overseas residents
(transactions in UK liabilities)

In non-oil companies
Unremitted profits of subsidiaries 
Net acquisition of share and loan capital 
Change in inter-company accounts 
Change in branch indebtedness

CGLU
HCID
HBWK
HCLR

Total non-oil companies CGLI,

in oil companies
Unremitted profits of subsidiaries 
Other investment

HERX
HEYZ

Total oil companies HEZA

Miscellaneous property investments CGLO

Total transactions in UK liabilities HHBU

1981 1982 1983 1964 1985 1986 1987 1988 1989 1990 1991

-2 031 •1 699 -2 226 •4 885 •4 648 ■4 551 -7 332 •8 239 -9 093 -8 429 -7 006
-2 403 •915 -1 919 -2 685 -3 094 -6 521 -6 987 -7 665 -9 513 -7 297 •4 622

-140 343 659 1 816 -473 ■1 257 •4 529 •5 535 •2 268 6 083 1 274
•97 148 -12 •91 •224 647 -313 524 •615 82 195

-4 671 -2 123 -3 498 •5 843 -6 639 -11 682 •19 161 •20 915 •21 469 -9 561 -10159

-1 334 -1 968 -1 919 -193 190 4 -78 -29 -26 e -102

-6 005 -4 091 •5417 •6 036 •8 449 •11 678 -19 239 -20 944 •21 515 •9 553 •10 261

638 766 1 047 1 409 1 683 757 2 170 1 459 1 974 475 867
875 249 556 659 677 1 355 2999 3 147 5 869 9 930 4 547

•660 95 •43 196 -736 1 300 1 294 3 643 6 672 3 736 2 791
127 27 503 •243 586 303 904 619 621 112 449

960 1 137 2 063 2 021 2210 3715 7 367 6868 15 156 14 253 8 654

945 371 167 936 2 079 501 1 171 843 1 682 2 079 2 233
937 1 399 1 071 -3 203 127 1 429 448 1 849 568 940 433

1 882 1 770 1 238 ■2 267 2 206 1 930 1 619 2 692 2 250 3019 2 666

70 120 65 65 90 192 463 446 1 161 1 362 725

2 932 3 027 3 386 -181 4 506 5 837 9 449 12 006 18 567 18 634 12 045

7.2A Direct Investment: sector analysis
£ million

1981 1982 1983 1984 1985 1966 1987 1988 1989 1990 1991

Investment overseas by UK residents
(Transaction in UK assets)

By
UK banks HHBK -219 -32 •38 937 -1 203 -1 672 646 -119 •813 -670 615
Other financial institutions HE2B -254 •311 -229 -658 •273 •405 •1 196 •554 -1 079 251 209
Industrial and commercial companies 4

(including oil companies) and persons HE2C -5 429 •3 707 -5 206 -6 296 •7 007 •9 576 -18 672 •20 288 •19626 -9137 ■11 088
Public corporations HE2D •104 -41 56 •19 34 -25 -17 17 3 3 3

Total transactions in UK assets HHBV •6 005 -4 091 -5417 -6 036 •8 449 -11 678 -19 239 •20 944 -21 515 -9 553 -10261

Investment in UK by overseas residents
(Transactions in UK liabilities)

In
UK banks
Other financial institutions 
Industrial and commercial companies 

(including oil companies)
Other (property)

Total transactions In UK liabilities

HHBH
HCDK

178
179

386
121

312
180

634
174

528
•445

705
865

1 284 
1 247

1 434 
1 008

846 
2 927

3 201 
576

•25
427

HEZE
CGLO

2 505 
70

2 400 
120

2 809 
65

-1 054 
65

4 333 
90

4 075 
192

6 455 
463

9 118 
446

13 633 
1 161

13 495 
1 362

10916
725

HHBU 2 932 3 027 3 366 -181 4 506 5 837 9 449 12 006 16 567 18634 12 045
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•2268

•21489 .
9561 .101S9

29 •26
■20^

-10*,

15156 142S3 6 654

,? S  2079 2 233
1 849 568 940 433

2 692 2 250 3 019 2 666

^  1 161 1362 725

12 006 1 8 567 18 634 12045

Cinion

1988 1989 1' 1991

-613
-1079

-670 615
251 209

20 288 
17

•9137 -1166! 
3 3

20 944 -21 515 -9 553 -10 261

Levels of identified assets and liabilities

Portfolio investment
€ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

lnv*8tm«nl ov«rs«8* by UK r#*ld*nt8
(transactions in UK assets)

Investment in overseas government and 
company securities by UK residents

Bonds, preference shares.debentures. etc
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

KEZG
HEZH
HEZI

-818
-497

82

■1 809 
-1 280 

-188

-2 664 
•779 
•366

-7 901 
-1 513 

•273

•9 879 
-1 731 

-830

-7 245 
•8 171 

•829

201 
4 220 

-1 555

-536 
•3617  
-1 331

-5 769 
-15 476 

491

-6 596 
-9 178 

422

-8 647 
•7 579 

•69

All UK residents HEZJ -1 233 -3 277 -3 809 •9 687 •12 440 -16 245 2 866 -5 484 -20 754 -15 352 -16 295

Ordinary shares 
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

HEZK
HEZL
HEZM

All UK residents HEZN

Total portfolio investment by 
UK banks
Other UK linancial institutions 
Other UK residents

KHAL
HHAM
HHAN

All UK residents CGOS

-177 
-2 777 

-280

-143 
-3 894 

•251

-87 
-3 352 

-102

-79
•443
456

-241 
•4 473 

400

-358 
•5 863 

189

94 
1 771 

432

•626 
-5 513 

384

-678 
-14 705 

651

679 
-1 372 

201

127
-14941

201

-3 234 -4 288 •3 541 -66 -4314 -6 032 2 297 -5 755 -14 732 -492 •14 613

-995 
-3 274 

-198

-1 952 
•5 174 

•439

-2 751 
-4 131 

-468

-7 980 
•1 956 

183

-10120  
-6 204 

-430

-7 603 
-14 034 

-640

295 
5 991 

•1 123

•1 162 
•9 130 

-947

-6 447 
•30181 

1 142

-5 917 
-10 550 

623

-6 520 
-22 520 

132

•4 467 -7 565 -7 350 -9 753 -16 754 -22 277 5 163 -11 239 -35 486 -15 844 •30 908

Overseas investment In the UK
(transactions in UK liabilities)

Investment in UK securities by overseas residents

British government stocks

Overseas authorities(exchange reserves) 
Other overseas residents

AING
CGLV

207
201

-212
568

227
714

188
781

1 482 
1 438

287 
1 904

1 498 
3 064

505
335

-685 
•1 209

-304 
-3 939

1 669 
4 483

Total AARC 408 356 941 969 2 920 2 191 4 562 840 •1 894 •4 243 6 i52

British government foreign currency bonds
and notes HEZP - -115 •342 294 1 153 -556 569 -52 20 2 178

Local authorities' securities
Sterling AARI > •5 -7 -4 -3 -1 -1 • - • •

Foreign currency under the exchange
cover scheme HCQW -38 •2 •3 m > - • • - • —

Other foreign currency CGLX - • - > • • — • • • •

Public corporations' securities
Issued under the exchange cover scheme HEZR -361 -84 19 •117 45 3 •106 -44 •409 19 m

Other (foreign currency) CGLZ •6 -55 -7 -112 •55 •7 -7 -12 • •

UK companies’ securities
Issued under the exchange cover scheme KEZS m - • - -5 -21 •45 -56 - - -

Other bonds etc. HEZT -26 -165 -193 -180 3 683 3 529 3800 8 800 10 100 8 000 5 000
Ordinary shares HEZU 280 59 951 1 074 2 895 5 334 11 888 5 467 6 658 1 460 3 297

Tot^ HEZV 254 •106 758 894 6 572 8 842 15 643 14 211 16 958 9 480 8 297

Total Investment In securities issued by
General government HEZW 370 234 931 623 3211 3 343 4 005 1 409 -1 946 •4 223 8 330
Public corporations HEZX -367 -139 12 -229 •10 -4 -113 •56 •409 19 •

UK companies HEZV 254 •106 758 894 6 572 8 842 15 643 14 211 16 958 9 480 8 297

Total HEYR 257 -11 1 701 1 288 9 773 12 181 19 535 15 564 14 603 5 276 16 627
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Levels of Identified assets and liabilities

7 m  Transactions of UK banks
(excluding direct and portfolio investment, which are in Tables 7.2 and 7.3)

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

TranM C tiont In •x lo rna l A tM lt  o f th« UK
(increase in assets shown negative)

Foreign currency lending abroad by UK banks 
Identilied long-term export credit 
Other foreign currency lending

HEZY -731 -821 -506 -161 505 679 657 270 271 27 214
HGCD -36 169 -15 699 -15 659 -9 266 -20 714 -48 555 -46 524 -15 334 -25 960 -37 467 27 180

Total HEZZ -36900 -16520 -16 165 -9 427 -20209 -47 876 -45867 -15064 -25 689 -37 440 27394

Sterling lending abroad by UK banks 
Identified long-term credit 
Other identified export credit 
Other sterling lending

HCAB
HCAC
HCAE

-170 
137 

2 986

-965 -934 -274
245 41 59

3 326 -1 385 -4 717

29 -190 471 276 310 264 256
61 50 50 -31 -69 116 44

1 905 -5 731 -5 154 -4 871 -3 144 -4 180 4 537

Total HCAD -3019 -4046 -2 278 -4 932 -1 815 -5871 -4 633 -4 626 -2 923 -3 800 4 837

Total transactions In UK assets HEYN -39919 -20566 -18443 -14359 -22 024 -53747 -50 500 -19690 -28612 -41 240 32231

Transactions in UK liab ilities to  overseas residents 
(increase in liabilities shown positive)

Foreign currency borrowing and deposit 
liabilities abroad of UK banks' HCAF 36 763 19 942 17 199 17 984 24 894 61 366 43 566 20 447 32 338 34 992 -14 802

Sterling borrowing and deposit 
liabilities abroad of UK banks: 
Overseas authorities' exchange 

reserves in sterling 
Other liabilities

HCHE
CGDI

-111 
2 608

321 
4 158

815 
3 279

1 022 
5 133

150 
3 998

-285 
5 787

1 791 2032 273 1 928 -2 756
7 076 11 609 12 128 10 692 -6 466

Total HEPD

Total transactions in UK liab ilities HEYS

Net transactions

Foreign currency 
Sterling

HCAG
HCAH

Total HCAI

2 497 4 479 4 094 6 155 4 148 5 502 8 867 13 641 12 401 12620 •9 222

39 260 24 421 21 293 24 139 29 042 66 868 52 433 34 088 44 739 47 612 -24 024

•137 3 422 1 034 8 557 4 685 13 490 -2 301 5383 6 649 •2 448 12 592
-522 433 1 816 1 223 2 333 -369 4 234 9015 9 478 8 820 •4 385

-659 3 855 2 650 9 780 7018 13 121 1 933 14 398 16 127 6 372 8 207

1 See notes for explanation of discontinuity.
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11 2032 273 I9 ffl .2755
'6 11609 12128 10692 -B^S

7  13641 12 401 12620 -9222

13 34 068 44 739 47 612 -24024

-2448 12592 
8 820 -4 385

3 14398 16127 6 372 8 20^

Levels of Identified assets and liabilities
TVansactlons of UK residents other than banks and general government 

bO  (excluding direct and portfolio Investment, which are In Tables 7.2 and 7.3)

Transactions In sxtamal assata of tha UK
(increaso in assets shown negative)

Deposits and lending overseas 
Transactions with banks abroad by 

UK non-bank private sector

Other assets of UK non-bank private sector 
and public corporations 

Long-term capital transactions of 
Commonwealth Development Corporation 

Advance and progress payments on imports 
Long-term agreements 
Other

Export credit
Other lending and short-term assets 
Foreign notes and coin

Total

Total transactions In assata of
Public corporations 
UK non-bank private sector

Total

Transactions In UK liabilities to overseas rssidents
(increase in liabilities shown positive)

Borrowing from overseas 
Transactions widi banks abroad by 

Public corporations 
UK non-bank private sector 

Identified long-term import credit 
Other

Total

Other liabilities of UK non-bank private 
sector and public corporations 

Import credit; Long-term agreements
Other

identified advance and progress payments 
on exports

Other (mainly short-term) liabilities

Total

Total transactions In liabilities of
Public corporations 

Under the exchange cover scheme 
Other

Total

UK non-bank private sector 
Under the public sector exchange 

cover scheme 
Other

Total

Total

Net transactions
Public corporations 

Under the exchange cover scheme 
Other

Total

UK non-bank private sector 
Under the public sector exchange 

Cover scheme 
Other

Total

Total

*

HESZ

HET2

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

-1 8(

-J

£  million

1991

-1 864 -598 863 -3213 -1 305 -3 094 -4914  -4 025 -9 334 -8 280 -3 580

HETB •51 -36 -39 -89 -52 -45 •6 -49 •62 -51 -42

HCQK 26 -109 75 78 -53 18 •53 •313 -17 -620 41
KCQZ 50 - • . . . . . . •  • .  • •  • .« .  *

HETC •580 290 • m . . * . •  • . . • • . . .  *

HETD -474 •17 •182 1 294 643 1 667 184 1 453 1 542 -2 795 •4 688
HETF 4 -1 •14 •1 -11 4 -31 -21 6 -13 -19

HETE ■1 026 126 -161 1 280 527 1 644 93 1 070 1 468 -3 479 -4 707

HETG -62 -168 •9 •204 336 •96 -4 •50 •62 -51 -42
HETI -2 828 -303 712 •1 728 -1 115 -1 353 •4 816 -2 905 -7 804 -11 708 •8 245

HETJ -2 890 -472 702 -1 933 •778 •1 450 •4 821 -2 955 •7 866 -11 759 -8 287

HETH •178 •36 -35 -47 64 -31 -166 •253 ■1 726 -127 -49

HETL 10 23 -48 -3 •81 •163 -204 -56 -40 15 68
HETK 1 032 962 121 -2212 2 699 3 979 2 279 4 029 8 057 9991 12964

HETN 864 950 38 -2 263 2 682 3 786 1 910 3 720 6 291 9 879 12983

HETM -22 -5 -51 81 •84 -107 5 111 -4 -48 18
CGJG 76 -107 -

. . . . . . . . . . . . . . • .

HETO 366 4 20 1 -11 30 34 32 60 24 -3
HETP -195 228 16 477 829 645 1 344 1 520 21 135 8296 10 695

HETQ 224 119 -15 558 732 569 1 382 1 664 21 191 8 272 10710

HCOS -142 72 18 58 128 38 •99 -218 -1 700 -121 -44
HETR -58 -136 -76 -89 •169 -62 •35 -3 34 18 •8

HETS -200 -64 •58 •31 •41 •24 -134 -221 -1 666 -103 -52

HCNP 17 50 20 75 73 275 143 -99 •96 -49 -40
HETT 1 272 1 084 61 -1 748 3 384 4 103 3 283 5 703 29 245 18 303 23 786

HETU 1 289 1 134 81 -1 673 3 457 4 370 3 426 5 604 29149 18 254 23 746

HTEV 1 089 1 070 22 •1 704 3416 4 354 3 292 5 382 27 482 18 151 23 694

HCOS -142 72 18 58 128 38 -99 -210 •1 700 •121 -44
HETV -120 •306 •86 ■294 167

.
-158 •41 -54 -28 -33 -49

HETW -261 -234 -68 -236 295 -121 -138 -272 -1 728 -154 -93

HCNP 17 50 20 75 73 275 143 •99 •96 -49 -40
HETX -1 556 779 773 -3 476 2 269 2 749 -1 533 2 793 21 441 6 595 15 542

HETY -1 539 829 793 •3 401 2 342 3 024 -1 390 2 699 21 345 6 546 15 502

598 726 -3637 2636 2 904 -1 530 2 427 19616 6 392 15406

m :
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Levels of Identified assets and liabilities

7 ^  Transactions of general government
b O  (excluding portfolio Investment liabilities, which are In Table 7.3)

Transactions In •xtomal assets of ths UK
{increase in assets shown negative)

Official reserves

Other external assets of central government 
Inter-government loans by the UK 
Other long-term capital transactions 

Subscriptions to international lending 
bodies

International development association 
Regional development banks 
European investment bank 

Other subscriptions 
Other long-term assets 

Export credit 
Official short-term capital

Total

Total transactions In assets of 
Central government

Transactions in UK liabilities to overseas residents
increase in liabilities shown positive)

External liabilities of general government 
Other than portfolio liabilities 
Transactions with the IMF 

UK drawings 
UK repurchases 
Other net drawings

Total

IMF expenditure and receipts in sterling

Net transactions with other monetary authorities 
Foreign currency borrowing by the UK 
Sterling borrowing by the UK

Inter-government loans to the UK

Foreign currency borrowing from banks etc. 
overseas by 

HM government
Northern Ireland central government 
Local authorities

Under the exchange cover scheme 
Other

Sterling borrowing from and deposit 
liabilities to banks etc, overseas by 
local authorities ^

Treasury bills 
European currency units 
Sterling ’

Non-interest bearing notes issued by 
HM government'

Official short-term capital transactions 
Sterling notes and coin held by private 

(non-bank) overseas residents

Total transactions in liabilities of 
Central government 
Local authorities and Northern 

Ireland central government

Total general government

Net transactions In assets and liabilities 
of general government

Central government 
Local authorities and Northern 

Ireland central government

Total general government

Allocation of special drawing rights 
to the UK by die IMF

A IP A

KEUC

HEUB
HEUD
HEUE
HEUF
HEUG
HEPF
HEUH

KEU J

HEUI

CGPT
CGPU
CGPX

AION

HEUK

CGPW
HCCC

HEUL

HCJN
HCQA

HBTN
CGQX

AARG

HHNW
AARB

HCHO

HEUN

AASD

HEUP

HEUQ

HEUR

HEUS

HEUQ

HCCG

HBUN

1981 1962 1983 1984 1985 1986

£ million

1987 1988 1989 1990 1991

2419 1 421 607 908 •1 758 •2 691 •12012 -2 761 5 440 -79 -2 662

9 31 12 66 52 69 84 66 47 51 46

-186 •185 -185 •105 -134 •134 -133 -207 ■220 -130 •232
-25 -49 •32 •35 -38 •23 -30 -32 -34 -40 -41
■11 •6 -16 -22 -18 •46 •10 -3 -26 -28 -20• •4 •23 •43 •19 •23 •36 •9 -37 -13 -16• • • - • - - • •
305 53— -235• -603

m -573 •352 -671 -702 -604 -864 -630

93 -161 -478 -743 •730 •509 -796 -887 -873 -1 025 •894

2512 1 261 129 165 -2 486 -3 401 -12 808 -3 648 4 567 ■1 104 •3 556

•145 -163 •36
• - • • • •

a

-145 -163 -36

- - - • - -
a

-73 •86 •97

*

-103 -86 -66

•

-69 -73 -63 -71 -75

-232 594 -298 -4
4 - - -1 -1 -2 -2 -2 -2 •2 -2

33 60 80 54 92 106 113 -4 -59 •62 ■55
3 •2 •3 •4 -4 -4 -7 -4 -4 -1 -4

20 -17 -20 - -2 -1 -2 • - -

753 780 433 -16
-110 132 30 145 -13 207 1 361 •64 1 264 636 -1 618

82 36 -12 •21 28 -249 273 •69 205 -194 60

196 430 -551 -151 1 155 126 246 26 499 -632

16 19 25 40 9 52 37 49 59 -22 35

-266 368 -641 -89 -62 78 1 727 842 2 846 983 -2 250

60 41 58 49 85 99 102 -10 -65 -65 -61

•206 409 ■584 •40 24 177 1 829 832 2 781 918 -2 311

2 246 1 627 -512 77 -2 547 •3 322 -11 081 •2 606 7411 -121 •5 806

60 41 58 49 85 99 102 -10 •65 -65 •61

2 307 1 666 •457 124 -2 464 -3 224 •10 979 •2816 7 346 •186 •5 867

158 * .

1 includes liabilities constituting overseas monetary authorities' exchange 
reserves in sterling; see Table 7.1 A tor details.
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Levels identified UK external assets and
liabilities

General notes
This section brings together the available estimates of the 
level of identified UK external assets (overseas assets 
owned by UK residents) and identified UK external 
liabilities (UK assets owned by overseas residents) at the 
end of each calendar year.

The layout of this section follows as closely as possible 
that of Sections 7 and 5 which deal, respectively, with the 
corresponding transactions in and earnings on UK assets 
and liabilities. Differences in coverage are noted. In 
particular, the coverage of short-term assets and liabilities 
is incomplete. Further descriptive notes will be found in 
Section 7.

Changes in levels will reflect not only transactions in the 
corresponding assets and liabilities (as recorded in section 
7) but also changes in valuation and certain other 
changes.

Changes in valuation will occur in the following 
circumstances:

(i) where assets and liabilities are denominated in 
foreign currencies, their sterling value may change 
because of changes in foreign exchange rates;
(ii) where assets and liabilities are regularly bought 
and sold (eg British government stocks, UK and 
overseas company securities), the current market 
value may be different from the value at which they 
were acquired;
(iii) where the holders of assets and liabilities 
change their values in preparing their acxiounts to 
reflect what is thought to represent the current 
position (eg bad debts may be written-off and direct 
investment assets may be written up or down in the 
books of the investing company).

In addition to changes in the valuation of identical 
underlying assets and liabilities, changes in rea>rded 
levels of external assets and liabilities will also reflect 
some changes in coverage which introduce discontinuities 
in the series, eg the introduction of modified reporting 
systems for UK banks at end-1974, and the change in 
institutional coverage of the UK bank (monetary) sector at 
end-1981 and the introduction of new series on certain 
assets and liabilities of securities dealers from 1989 
onwards.

Assessment of net asset position
Because of the very varied data sources used to derive the 
estimates for this section, there are many inconsistencies 
between the different figures in the tables, resulting 
particularly from different methods of valuation. Wherever 
possible, figures are at market values. However, for 
significant items such as direct investment the figures are 
at book values and are subject to all the limitations of 
data taken from accounting balance sheets as a reflection 
of current market values. To the extent that the 
conventional valuation basis for direct investment is book 
values, an up-to-date valuation closer to market values is 
likely to be higher.

In addition some assets and liabilities are not identified at 
present (eg those of non-bank enterprises in the Channel 
Islands and Isle of Man, and most unrelated credit); and 
others are measured very imp>erfectly (eg significant parts

of portfolio investment assets and liabilities are not 
directly reported but derived from cumulating recent 
identified transactions and allowing for estimated 
valuation changes). The balance between the estimates of 
identified external assets and liabilities has always been 
an imperfect measure of the UK’s debtor/creditor position 
with the rest of the world, and the persistence of a 
substantial positive balancing item in the balance of 
payment accounts in recent years has undoubtedly 
increased the uncertainty of the estimates.

To the extent that the balancing item reflects unrecorded 
or misrecorded capital transactions, the external balance 
sheet will tend to fail to capture the corresponding levels 
of assets and liabilities, although much will depend on the 
categories o f assets and liabilities concerned.

(a) Where both levels and transactions are reported 
(eg portfolio investment by most financial 
institutions), there may be similar deficiencies to 
estimates of both levels and transactions, although 
levels may tend to be more accurate to the extent 
they are derived from annual accounting data.
(b) Where only levels are reported and transactions 
are derived from changes in levels, allowing as far 
as possible for valuation changes, (eg non-portfolio 
transactions of UK and overseas banks), there may 
be errors in the estimates of transactions (eg in 
allowing for valuation changes) with no 
corresponding error in levels.
(c) Where only transactions are reported and levels 
are calculated by cumulating transactions and 
allowing for valuation changes, eg inward portfolio 
investment in UK company bonds, errors in 
recording transactions will lead to corresponding 
errors in levels. Thus if part of the balancing item in 
recent years does represent such missing portfolio 
investment inflows, the identified net assets figures 
will be overstated.

Although it is likely that a substantial part of the 
balancing item reflects unidentified net capital inflows, it 
is also possible that there are errors and omissions in the 
current account. However, to the extent that unidentified 
net capital inflows do increase UK overseas liabilities, 
there will tend to be a corresponding investment income 
outflow on the current account.

A number of steps have been taken to try to improve the 
recording of capital flows, although without a substantial 
increase in the burden of reporting by enterprises and/or 
new administrative systems, it is unlikely that great 
precision in recording net external assets can be achieved.

Summary of levels (Table 8.1)
Unlike the early years in Table 7.1, gross figures for UK 
banks’ foreign currency assets and liabilities are 
incorporated separately in all years in this table.

o f  Special Drawing Rights 
These are issued to the United Kingdom by the IMF but 
are not regarded by them as a liability of the United 
Kingdom and do not form part of total external liabilities 
in this table. However as SDRs are treated as UK assets, 
forming part of the United Kingdom’s official reserves, 
they are shown separately for information.
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Direct investment (Table 8.2A)
(There is no table in a format comparable to 7.2)

UK assets
Companies and public corporations
This represents the stock of investment by UK residents 
in their overseas branches, subsidiaries and associates 
and in real estate abroad. Figures for public corporations 
and companies other than banks are based on the periodic 
surveys of the CSO. The levels of overseas assets are 
calculated triennially from the Census of Overseas Assets. 
For the years between the surveys up to 1987, the levels 
were interpolated. However, since 1988, the annual 
Overseas Transactions Inquiry has sought some limited 
balance sheet information to produce estimates of the net 
book value of direct investment for both end-1988 and 
end-1989. The 1990 estimate is based on the latest 
Census of Overseas Assets. The figure for 1991 is a 
projection taking into account flows of direct investment, 
exchange rate changes and other projected revaluations. 
Changes in the coverage of the oil sector which provided 
more complete data resulted in an unavoidable 
discontinuity in the figures in 1984 (see notes to section 
7).

The surveys relate to total net asset values attributable to 
investing companies, i.e. book values of fixed assets leas 
accumulated depreciation provisions, p /u s current assets, 
leas current liabilities. The book values of direct 
investments are likely to be less than the values at 
written down replacement cost and less than the market 
values. There are no official estimates of the market 
value of UK direct investment assets and liabilities. 
However, recent research by Cliff Pratten (Department of 
Applied Economics, University of Cambridge) indicated 
that, on certain assumptions, the market value of UK 
direct investments abroad at end-1989 might be about 
double their book value, while the market value of foreign 
direct investment in the UK might be just under double 
their book values at the same point of time.

The comparison between transactions in the balance of 
payments account and changes in total assets and 
liabilities is not affected by allowances for depreciation of 
fixed assets as charged to the profit and loss account; such 
allowances are deducted before arriving at the earnings 
included in the current account, and the provision for 
depreciation is regarded as maintaining the total book 
value of the existing assets. Similarly, the comparison is 
unaffected by the treatment of unremitted profits from 
direct investments, since these appear both in the current 
account as earnings and in the capital account as a flow 
of capital adding to the stock of assets. However, the 
values are affected by the treatment applied in their 
consolidated accounts by UK companies to value newly 
acquired overseas companies. Under both merger and 
acquisition accounting the increase in the net book value 
can be less than the net investment to complete the 
acquisition. The difference represents goodwill and the 
other a>sts associated with the transaction which are 
written off directly against reserves.

The figures for UK banks include up to end-1980 
investment by UK listed banks in their overseas branches, 
subsidiaries and associates: from end-1981 the scope of 
the figures was widened to cover all institutions classified 
as UK banks from that date. The data are based on 
periodic censuses of overseas assets and liabilities carried 
out by the Bank of England, the latest being for end-1990; 
values for other years are estimated by similar methods
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to those used for other companies. The level of 
investment is defined as the sum of reporting institutions’ 
investment in ordinary and preference shares, loan and 
working capital and other capital funds and reserves of 
their overseas affiliates; leas certain funds raised by 
overseas affiliates through the issue of loan stocks and 
subsequently redeposited with their UK parents.

Direct investment by "other financial institutions" and 
persons includes estimates of all property investments 
together with related overseas loans of non-bank financial 
institutions.

UK 
Companies
This represents the stock of investment by companies 
incorporated abroad in their UK branches, subsidiaries 
and associates. The estimates relate to book values and 
are measured in the same way as those for outward direct 
investment. The latest firm figures relate to end-1990. 
The estimates of the book value of UK direct investment 
liabilities include revisions from 1985 resulting from 
investigations undertaken into the register of foreign 
owned companies. This exercise, undertaken as part of 
the Chancellor’s Initiative, identified a significant number 
of foreign owned companies which had not been accounted 
for in the annual and quarterly inquiries results. 
Estimates of the level of these companies’ direct 
investment liabilities over the past six yeai^ have been 
included in the figures and the companies are in the 
course of being added to the register for future direct 
investment inquiries. Changes in the coverage of the oil 
sector resulted in unavoidable discontinuity in the figures 
in 1984.

Other (property)
This consists of overseas residents’ holdings of UK real 
estate not held through companies trading in the United 
Kingdom. It is estimated from the capital flows and 
appropriate indicators of market prices.

Portfolio investment (Table 8.3)
UK assets
Up to 1979, estimates of the value of UK portfolio 
investment overseas were based on surveys and exchange 
control information and were compiled mainly from 
measured capital flows; broad adjustments were made to 
allow for deficiencies of coverage, and changes in the 
market values resulting from price fluctuations were 
estimated. The figures contain an unmeasurable element 
representing the investment currency premium. Until 
end-1978, central government holdings of shares in the 
Compagnie Financiere de Suez are included. For 1980 
onwards the total is calculated using a combination of 
banking statistics, the results of the Bank of England’s 
portfolio investment enquiry to dealers in securities 
(which was introduced in mid-1980) and information, 
available or estimated, for other financial institutions and 
Lloyd’s together with revaluation factors applied to 
holdings by other investors. Data provided to the Bank of 
England by securities dealers in a new statistical inquiry 
from 1989 are included.

Estimates of assets held by industrial and commercial 
companies at end-1990 and end-1991 are derived from 
new quarterly and annual inquiries; adjustments have 
been made to previous estimates to make them consistent 
with the new data.
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(Table 8.3)
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UK liabilities
The coverage of these items is as described in the notes to 
section 7. Information on most UK public sector liabilities 
is based on official records and banking statistics. 
Estimates are at market values.

British governm ent foreign  currency bonds and 
notes
The bonds are those sold to overseas official holders of 
sterling in April 1977, the $350 million issue by IM  
Government in New York in 1978, and the ECU 2.5 billion 
10 year bond issue made in February 1991. The notes 
comprise overseas residents’ holdings of the $2.5 billion 
and $4.0 billion floating rate note issues made by HM 
Government; the former issue was in 1985 (redeemed in 
1988) and the latter in 1986 (partially redeemed in 1991). 
As well as securities issued by HM Government, this item 
also includes some securities originally issued by public 
corporations under the exchange cover scheme and 
subsequently assigned to HM Government. There are no 
corresponding transactions in Table 7.3 as the 
assignments are UK domestic transactions. Values have 
been translated to sterling at end-year middle-market 
rates.

Local authorities* securities
The sterling securities figures relate mainly to amounts 
held directly by non-residents or lodged with the Crown 
Agents and banks in the United Kingdom. Information 
about boldines throueh other UK agents is not available.

Public corporations' securities
Securities issued under the exchange cover scheme and 
later assigned to HM Government are covered here until 
the date of assignment and thereafter under "British 
government, foreign currency bonds and notes", above.

UK com panies' securities
The market value of inward portfolio investment in listed 
ordinary shares from 1989 onwards is based on the results 
of share register surveys, carried out annually since 1989 
as part of the Chancellor’s Initiative, adjustments being 
made to exclude holdings of a direct investment nature 
and to establish the beneficial ownership of nominee share 
holdings. The previous share register survey conducted by 
the Department of Trade and Industry related to 
end-1975. Estimates for succeeding years were made by 
extrapolation, using capital transactions reported in the 
Bank of England portfolio investment inquiry and share 
price indices. The transactions data from 1985 onwards 
are reassessed in the light of the 1989 and following share 
register survey results.
Inward investment in UK company bonds is estimated 
from information derived from Bank of England records of 
UK company bonds issues, balance of payments capital 
transactions (see section 7 for details) and exchange rate 
movements. Up to 1979, nominal amounts outstanding 
for each issue of foreign currency securities were 
estimated and adjusted for changes in the market price of 
the security. Prior to 1979 bonds issued by UK oil 
companies were excluded from this item; they were netted 
off oil companies’ assets abroad.

Assets and liabilities of UK banks (Table 8.4)
UK assets
Assets comprise the external claims on non-residents by 
UK banks and, prior to end-1981, certain other UK 
financial institutions. Liabilities of banks and, prior to 
end-1981, claims of UK banks in foreign currencies, are 
recorded gross in all years. UK assets comprise:

f

Levels of identiHed assets and liabilities

(i) deposits with and advances to overseas residents;
(ii) commercial bills drawn on overseas residents and 
owned by the reporting institutions;
(iii) until end-1974 those claims arising from 
acceptances (some £100 million at that time).

The coverage o f commercial bills discounted (including 
acceptances) does not include bills drawn by UK residents 
and lodged with banks for collection; these are regarded 
as suppliers’ trade credit on exports and included there 
when figures are available (see below). Overseas bills 
purchased by the Issue Department of the Bank of 
England from UK banks are excluded from here and 
included in Table 8.6.

UK banks’ sterling export credit which was refinanced 
with the ECGD or Trustee Savings Banks is deducted and 
included as a public sector or "other UK residents’" asset 
as appropriate (Table 8.6 or 8.5 respectively).

Data sources are given under liabilities below.

UK liabilities
Foreign currency liabilities of banks (and, prior to end- 
1981, certain other institutions) include deposits and 
advances received from overseas residents and negotiable 
certificates of deposit issued in London which are held by 
banks on behalf of their overseas customers. They include 
overseas liabilities arising from UK banks’ participation 
in the $2.5 billion and $1.5 billion facilities arranged for 
HM (!k)vernment and other borrowing to finance UK bank 
lending to the public sector. Liabilities exclude 
commercial bills lodged with banks for their customers.

The figures for both claims and liabilities in sterling and 
foreign currency are derived mainly from banking 
statistics (which are completed by all UK banks 
institutions). For years up to 1981, inquiries to certain 
other institutions known to have liabilities and claims in 
foreign currencies were also used.

There have been several, mainly small, increases in 
coverage, particularly in recent years eg estimates have 
now been included for other overseas holdings of sterling 
certificates of deposit and commercial paper. Information 
on long-term foreign currency trade credit under ECGD 
schemes is also derived from banking statistics. Foreign 
currency figures are translated to sterling at end-year, 
middle-market closing exchange rates.

Assets and liabilities of UK residents other 
than hanks and general government (Table 
8.5)
UK assets
Deposits, lending and other assets overseas 
Assets with banks abroad are derived from the banking 
statistics of countries in the IMF reporting area (as 
defined in the notes to section 7) and cover the UK 
non-bank private sector’s deposits with banks overseas. 
They include the working balances of various UK 
companies. Some assets of public corporations may also be 
included indistinguishably. A crude adjustment has been 
made to reported levels for the period 1975 to 1983 to 
allow for less complete coverage of countries than in later 
periods. From end-1981 this item also includes the assets 
of miscellaneous financial institutions with banks abroad. 
From 1989 it includes assets of securities dealers, 
including their holdings of overseas certificates of deposit. 
Both miscellaneous financial institutions and securities 
dealers report their assets and liabilities to the Bank of
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Levels of identified assets and liabilities

England. It is assumed that neither group would be 
covered by the IMF data above.

Export credit shows suppliers’ export credit after 
deduction of that part of the assets which has been taken 
over by the ECGD (see Table 8.6 below). Figures are not 
available beyond end-1982 (see section 7). Oil companies’ 
trade credit extended is excluded from here and included 
under short-term assets, below.

Other lending and short-term  assets includes; from 
1981, the rest of miscellaneous UK financial institutions’ 
assete; from 1989, the rest of securities dealers’ assets; 
currency exchanges between unrelated companies in the 
United Kingdom and overseas which, in 1978 and 1979, 
were used to finance investment abroad; the overseas 
assets of specialist UK finance leasing companies 
(regarded as the amounts outstanding on loans); certain 
long and short-term assets of unit trusts and investment 
trusts; trade credit extended by oil companies; and some 
stocks of commodities held overseas by UK residents. 
Financial gold assets of UK residents other than 
miscellaneous financial institutions are excluded because 
of insufficient information on which to base an estimate.

Foreign notes and coin  are the estimated holdings 
(excluding gold coin) by UK residents except banks and 
other financial institutions. The estimates are derived 
from the transactions with an allowance for exchange rate 
movements.

UK liabilities
Borrow ing from  overseas: liabilities to banks 
abroad
Estimates up to and including 1978 cover borrowing 
outside the former Scheduled Territories and were derived 
mainly from UK exchange control sources; they relate to 
borrowing from all overseas sources except related 
companies. Estimates from 1979 to the end of September 
1983 are derived mainly from the banking statistics of 
countries in the BIS reporting area (as defined in section 
7) and thereafter from countries in the IMF reporting 
area; and, for public corporations, from official records. 
Adjustments have been made to eliminate overlap with 
other items. A crude adjustment has been made to levels 
reported for the period 1979 to 1983 to allow for less 
complete coverage of countries than in later periods. 
Borrowing from the European Investment Bank and US 
Exim Bank is also included. The liabilities of 
miscellaneous financial institutions to banks abroad are 
included here from end-1981; prior to that they were 
within the totals for UK banks (Table 8.4). The liabilities 
of securities dealers to banks abroad are included from 
1989. Any debt still owed by a public corporation at the 
time of privatisation is now reclassified to HM 
Government from that date and listed under external 
liabilities of general government other than portfolio 
liabilities (see Table 8.6 below). Estimates of such debt 
under the Exchange Cover Scheme continue to be derived 
from official records.

Import credit liabilities include those under financial 
leases from overseas residents. Oil companies’ short-term 
trade credit is included with other short-term liabilities, 
below.

Other (mainly short-term) liabilities include: deposit 
and other liabilities of building societies from end-1978, 
for which information is supplied by the societies; other 
liabilities of miscellaneous financial institutions (from 
end-1981) and securities dealers (from end-1989); oil
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companies’ short-term trade credit received; commercial 
paper liabilities and other short-term securitised debt of 
UK companies (from end-1981); and UK companies’ 
borrowing from the European Coal and Steel Community.

Assets and liabilities of general government
(Table 8.6)
UK assets 
O fficial reserves
These comprise gold, convertible foreign currencies, IMF 
Special Drawing Rights (SDRs) and the UK’s reserve 
position in the IMF (see notes on IMF transactions in 
section 8). Currencies may be held in the form of financial 
instruments. Securities are valued at historic cost but 
translated to sterling as set out below. From July 1979 
convertible currencies also include European Currency 
Units acquired when 20 per cent of the gold and dollar 
holdings in the official reserves were deposited on a swap 
basis with the European Monetary Co-operation Fund, the 
swap arrangement being renewed quarterly.

Gold is valued at the ruling official price of 35 SDRs per 
fine ounce until end-1977 and at end-year market rates 
from end-1978 onwards. SDRs and convertible currencies 
(including ECUs) are valued throughout at closing middle 
market rates of exchange.

Inter-governm ent loans by the UK 
Some loans have been ''forgiven". In these cases the 
practice in recent years has been to regard payments of 
capital and interest as being made on schedule (and 
reflected in Tables 7.6 and 5.1 respectively). Amounts 
equal to these repayments are then included in Table 6.1 
as transfer debits: bilateral non-project grants.

Other official long-term assets include assets of official 
bodies such as the United Kingdom Atomic Energy 
Authority.

Export credit and bills comprises UK banks* export 
credit refinanced with the ECGD; other export credit 
taken over from UK banks and exporters by the ECGD 
following the settlement of insurance claims; and overseas 
bills purchased by the Issue Department of the Bank of 
England in the market.

External liabilities o f  general government other 
than portfolio liabilities
These items are measured almost entirely from official 
records and are described in the corresponding notes to 
Table 7.6. They do not include any foreign currency 
borrowing from UK banks.

Liabilities to other monetary authorities 
This item is included for completeness to match the 
transactions in Table 7.6 although all year-end liabilities 
have been zero in the period shown.

Official short-term liabilities comprise balances held by 
the Paymaster General on the European Communities’
account.

Sterling notes and coin held by private (non-bank) 
overseas residents are estimated from the capital flows.
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8 ^  Summary of levels of Identified UK external assets and liabilities 
 ̂ I  (Balance sheet of the United Kingdom with the overseas sector)

End of period
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£  billion

1981 1982 1963 1984 1965 1986 1987 1988 1969 1990 1991

Extomal asset* of ths UK

Direct investment overseas by UK residents 
Portfolio investment in overseas securities

HEPT 44.9 52.0 57.8 75.1 69.4 80.7 85.3 104.3 123.7 117.5 

181.2

129.6

239.1by UK residents
Lendino etc to overseas residents by

GGAT 25.8 40.9 59.7 84.3 99.4 140.1 113.5 146.4 216.7

460.6UK banks
Deposits and lending overseas by

HEUT 219.1 278.3 324.0 406.1 369.6 438.2 425.2 448.0 521.7 498.7

UK residents odier than banks and
general government

28.7 32.9 49.0 53.6 57.4Assets with banks abroad HEUU 12.9 15.1 16.7 25.6 23.4 27.3
Other assets HEUV 10.6 10.6 8.6 11.2 9.6 8.0 7.1 6.4 12.7 16.1 25.6

Ofticia! reserves
Other external assets of cenb^al

APDD 12.0 12.9 12.8 13.2 13.2 17.4 27.0 28.7 26.3 22.7 26.3

government HEUX 5.1 6.3 6.8 6.0 8.4 9.0 8.7 9.3 9.7 10.9 12.0

Total assata of
38.3Genera) government HCDP 17.1 19.2 19.6 21.3 21.6 26.4 35.7 38.0 36.0 33.5

Public corporations HEUZ 0.7 0.9 0.9 1.2 0.6 0.9 0.6 0.7 0.8 0.8 0.9
UK banks HEVA 223.7 286.6 335.9 429.1 396.6 476.1 457.9 482.1 567.2 542.3 513.1
UK non-bank private sector HEVB 86.9 109,4 130.1 171.9 171.9 217.1 201.1 255.2 355.9 324.2 398.2

Total HCAK 330.4 416.1 486.5 623.5 593.2 720,6 695.5 776.0 959.8 900.9 950.4

UK liabilities to overseas residents

Direct investment in the UK by overseas 
residents

Portfolio investment in the UK by overseas
HEQP 30.0 32.3 37.2 40.1 44.3 51.7 62.7 72.2 99.8 116.6 127.0

resident HEVC 12.3 15.2 18.3 21.9 33.1 49.2 66.0 83.4 113.3 105.5 131.2
Borrowing etc from overseas residents by 

UK banks
Borrowing from overseas by UK residents

HEVD 232.3 298.4 350.7 453.5 416.0 486.7 467.2 505.0 604.4 584.9 557.1

other than banks and general government
Liabilities to banks abroad HEVE 13.5 16,1 17.9 20.0 19.9 24.5 23.8 27.4 41.8 48.7 58.5
Other liabiliues HEVF 6.0 6.3 2.8 4.0 3.9 4.9 5.4 7.9 26.2 34.9 52.0

Other external liabilities of general
government HEVC 3.5 4.3 4.0 4.5 4.0 4.2 5.6 6.5 9.7 10.6 8.4

Total liabllitlaa of
Gener^ government HEVH 9.6 12.2 12.6 13.7 16.3 19.8 24.6 26.5 26.0 23.2 29.3
Public corporations HEVI 3.9 4,2 4.5 4.8 4.0 4.1 3.1 2.6 0.8 0.7 0.6
UK private sector HEVJ 284.2 356,2 413.7 525.6 500.9 597.3 602.8 673.1 866.4 877.4 904.4

Total HCAL 297.7 372.6 430.9 544.0 521.2 621.2 630.6 702.3 895.2 901.3 534.3

Of which; identilied liabilities
constituting overseas authorities' 
exchange reserves in sterling HEVK 4,7 5.7 6.6 7.7 9.3 9.6 13.9 16.1 16.2 17.9 16.7

Nat Identified UK external
assets and liabiirtlas

Direct investment HKPE 14.9 19.7 20.6 35.0 25.1 28.9 22.6 32.2 23.9 0.9 2.6
Portfolio investment HHPl 13.4 25.7 41.4 62.3 66.2 90.9 47.5 63.1 103.4 75.7 107.8
Lending and borrowing by UK banks 
Lending and borrowing by UK residents

HEWY -13.3 -20.1 •26.7 •47.5 •46.1 •48.6 -42.0 -57.0 -82.8 •86.2 •96.6

other than banks and general government 
Other assets and liabilities

HEXV 4.0 3.3 4.7 12.8 9.2 5.9 6.6 3.9 -6.3 -13.7 -27.6

of general government HEYM 13.6 14.9 15.6 16.8 17.7 22.2 30.1 31.5 26.3 22.9 29.8

Net idantifisd assets of:
Geriera) government HEVL 7.5 7.0 6.9 7.6 5.3 6.6 10.9 11.5 8.0 10.4 9.0
Public corporations HEVM -3.2 •3.3 •3.6 •3.5 -3.2 •3.2 •2.3 •2.0 - 0.1 0.3
UK private sector HEVN 26.3 39.8 52.2 75.4 69.9 96.0 56.2 64.2 56.6 -10.9 6.6

Total nat HE VO 32.6 43.5 55.6 79.5 72.0 99.4 64.9 73.7 64.6 -0.4 16.1
Allocations of Special Drawing Rights

to the UK by the IMF HEVP 1.2 1.3 1.4 1.6 1.5 1.6 1.5 1.4 1.6 1.4 1.5
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8.1A Overseas authorities’ Identified exchange reserves In sterling
End of period

£ miinon

1981 1982 1983 1964 1985 1986 1987 1988 1989 1990 1991
UK liabllltiM to ovarsaas monatary authorltlai

British government stocks 
Sterling deposits with UK banks 
Sterling deposits with local authorities 
Treasury bills
Non-interest-bearing notes

Total

HCCH 2 479 3 028 3 138 3 173 4 690 5199 6 465 6 846 5 352
CGEA 1 159 1 480 2 331 3 353 3 497 3 204 4 995 7 027 7 300 9 228
AIRC 42 25 5 5 3 2 • •
AIRG 326 424 395 514 433 714 1 758 1 604 2 714 2 924
AIRH 673 709 697 676 704 456 729 659 864 670

HCVK 4 679 5 666 6 566 7 721 9 327 9 575 13 947 16 136 16230 17 860

7 650 
6 473

1 803 
731

16 657

8.2A Direct Investment; sector analysis
End of period

£ million

1981 1982 1983 1984 1985 1986 1987 1988 1969 1990 1991

Investment overseas by UK residents
(UK assets)

By
UK banks APHP 1 734 1 676 1 277 751 869 3 499 3 798 2 901 3 599 3 892 2857
Other tinancial institutions HEVQ 4 177 5 279 6 236 8717 8 122 9 404 8 598 9 425 12 243 11 666 9 682
Industrial and commercial companies 

(including oil companies) and persons HEVR 38 816 44 853 50 134 65 467 60 296 67 613 72 729 92 000 107 883 101 966 117014
Public corporations APFO 200 231 174 184 151 158 160 8 6 6 8

li UK assets KEPT 44 927 52 039 57 823 75119 69 438 80 674 85 285 104 333 123 731 117 530 129 561

investment in UK by overseas residents
(UK liabilities)

In

Total UK liabilities HEQP 30012 32 301 37 232 40100 44 325 51 735 62651 72 181 99 832 116615 127001

by
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reedents
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Overseas auiN 
(exchange re 

Other overseas

Total

UK banks APTJ 1 453 1 880 2 232 2 906 3 499 4 270 6 082 6 805 6 940 9 430 9 595
1 British goverrvTwiI 
1 bonds and notes

Other financial institutions HCDM 310 574 897 1 819 1 463 2 439 4 767 5 837 9 303 10099 10 306
1 Local ajthornes'se 
1

Industrial and commercial companies 
(including oil companies) HCCR 27 262 28 714 32 756 33 759 37 473 42 459 48 113 54 212 77 310 69 890 99 355

Other (properly) HCQM 987 1 133 1 347 1 616 1 690 2 567 3 689 5 327 6 279 7196 7 745 1 ôregncjrer̂ cy

Other bre^ curt
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2 901 3599 3B92 2 857
9425 12 243 11666 9 682

2 000 107883 101966 117014 
8  6  6  8

4 333 1 23 731 117 530 129561
1

6 605 
5837

9 430 9 595
9303 10099 10306

European Community

Portfolio Investment
End of period

C million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Investm ent overeeae by UK reeidents
(UK assets)

Investment in overseas government and 
company securities by UK residents

Bonds, preference shares, debentures, etc. 
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

All UK residents

Ordinary shares 
Investment by 

UK banks
Other UK financial institutions 
Other UK residents

All UK residents

Total p o rtfo lio  Inveatm ant by
UK banks
Other UK financial institutions 
Other UK residents

All UK residents

HEVU
HEW
HEVW

1 956 
1 810 
3816

5 358 
4 026 
4 847

8 629 
5 582 
5 391

19 968 
9 436 
6 888

25 596 
10 622 
6 445

31 098 
20 416
6 921

25 858 
13 508 
7 047

27 029 
18580 
8 395

35 509 
33170 

8 854

35 585 
40 215 

7 089

44 905 
54 230 

8513

HEVX 7 582 14 233 19 802 36 294 42 662 56 435 46 413 54 004 77 533 82 890 107 648

HEVy
HEVZ
HEWA

899 
14 489 
2 605

1 343 
21 299 

4 040

1 743 
34 015 

4 138

2 297 
42 325

3 343

2 529 
50 560

3 601

3 324 
73 003 

5300

3 051 
59 254

4 790

4200 
82 627 

5616

6 399 
126 460 

6 295

4 140 
90 149 

4 005

4 741 
122182 

4 491

HEWB 18 193 26 682 39 896 47 965 56 690 81 627 67 095 92 446 139 174 98 294 131 414

APHO
AQAF
HEWC

2 855 
16299 
6 621

6 701 
25 327 

8 887

10 572 
39 597 

9 529

22 265 
51 763 
10231

28 125 
61 182 
10 046

34 422 
93419 
12221

26 909 
72 762 
11 837

31 230 
101 207 

14013

41 906 
159 650 

15 149

39 725 
130 364 

11 094

49 646 
176411 

13 005

GGAT 25 775 40 915 59 699 84 259 99 353 140 062 113 508 146 450 216 707 181 184 239 062

Overseas Investm ent In the  UK
(UK liabilities)

investment in UK securities by overseas 
residents

British government stocks 
Investment by 

Overseas authorities 
(exchange resen/es) 

Other overseas residents

Total

British government foreign currency 
bonds and notes

Local authorities' securities 
Sterling
Foreign currency under the 

exchange cover scheme 
O ^e r foreign currency

Public corporations' securities 
Issued under the exchange 

cover scheme 
Other

HEWH
HEWI

715
172

793
170

896
181

841
101

676
36

369 18 34 12

UK companies' securities 
Issued under the 

exchar>ge cover scheme 
Other bonds etc.
Ordinary shares

HDVL
HF.WN KBWJ

118 98
677 4108

80 57 - - * •
7 665 10 324 19 168 30 486 36 309 41 640

HEWK
931 888 758

4450 5488 7795 11 014 15863 25 090 36 070 43 050 64 455 56641 68 490

nvestm ent In securities issued by
General government HCWL 6 061 7 904 8 643 9 176 12 334 15 642 19 154 19996 18314 12 534 20 869
Public corporations KEWM 887 963 1 077 942 712 706 411 369 16 34 12
UK companies KRWN 5 381 6 376 8 553 11 809 20 069 32 635 46 451 63016 94 940 92 950 110 330

Total H£VC 12329 15 243 18 273 21 927 33 115 49 183 66 016 83 384 113 272 105 516 131 211

. n

• > 4

HCCH
HEQF

2 479 
2 807

3 028
4 162

3 138
4 748

3 173 
5 531

4 690 
6 682

5 199
6 544

6 465 
11 653

6 846 
11 981

5 352 
11 174

5 038 
5 954

7 650

HFWD 5 286 7 190 7 886 8 704 11 572 13 743 18118 18 827 16 526 10 992 17093

HCWE 541 491 547 272 562 1 689 636 969 1 588 1 342 3 576 I
*

HCCK 230 220 210 200 210 200 200 200
.fv

HEWF 4 3 - • • - > - - • H
HEWG . - > - • • • • •
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European Community

8 m  Assets and liablltles of UK banks
(excluding direct and portfolio Investment, which are in Tables 8.2A and 8.3)
End of period £ million

1981 1982 1983 1964 1985 1986 1987 1988 1989 1990 1991
Extomal asMts of tha UK

Foreign currency lending abroad by UK banks

Identified long-term export credit 
Other foreign currency lending

HHBP
HEWP

2 193 3 443 4 279 5 392 4 100 3 556 2 328 2 099 2106 1 814 1 650
205 910 260 773 303 257 379 793 342 606 405 788 388 361 406 546 476 835 450 731 419 075

Total HEWO 208 103 264216 307 536 385185 346 706 409 344 390 689 408 645 478941 452 545 420 725

Sterling lending abroad by UK banks

Identified long-term export credit HEWQ 3588 4 553 5 487 5 761 5 732 5 922 5 451 5175 4 865 4 601 4 345
Other identified export credit HEWR 665 440 299 240 179 129 79 110 199 83 39
Other sterling lending HEWT 6713 9 056 10 692 14 867 17 195 22 768 28 964 34 049 37 657 41 487 35 457

Total HEWS 10986 14 049 16 478 20 868 23 106 28 819 34 494 39 334 42 721 46151 39 641

Total UK assets HEUT 219 089 278 265 324 014 406 053 369 812 438 163 425 183 447 979 521 662 498 696 460 566

UK liabilities to overseas residents

Foreign currency borrowing and deposit 
liabilities abroad o f UK banks HF.WU 217 904 279510 327 338 423 847 382 037 447 014 418946 443 015 531 322 499365 482410

Sterling borrowing and deposit 
liabilities abroad of UK banks

Overseas authorities' exchange 
reserves in sterling 

Other liabilities
CGEA
HEWV

1 159 
13 279

1 480 2 331 3 353 3 497 3 204 4 995 7 027 7 300 9 228 6 473
17 412 21 038 26 308 30 426 36 525 43 223 54 912 65 825 76 296 68 250

Total H E P J

Total UK liabilities

Net assets

Foreign currency 
Sterling

HEWW
HEWX

Total

14 438 18 892 23 369 29 661 33 923 39 729 48 218 61 939 73 125 65 524 74 723

232 342 298 402 350 707 453 500 415960 486 743 467 164 504 954 604 447 584 889 557133

-9 801 
-3 452

-15 294 
-4 843

-19 802 
-6 891

-38 662 
-8 793

-35 331 
•10017

-37 670 
-10910

-28 257 
-13 724

-34 370 
-22 605

-52 361 
-30 404

•46 820 -61 685 
-39 373 -34 882

-13 253 -20137 -26 693 -47 455 -46 148 -48 580 •41 981 •56 975 •82 705 -86 193 -96 567
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W3015 531322 499385 482410

7 027 7 300 9 229 6 473 
54 912 85 825 76296 68250

61 939 73 125 85 524 74723

504 954 604 447 584 889 557133

0-61685 
3 -34882
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Assets and llablltles of UK residents other than banks and general government 
bO  (excluding direct and portfolio Investment, which are In Tables 8.2A and 8.3)

End of period

1981 1982 1983 1984 1985 1986 1987 1988 1989 1

Extomal asMts of tha UK

Deposits and lending overseas 
Assets w idi banks abroad 

UK non-bank private sector

Other assets of UK non-bank private sector 
and public corporations 

Long-term capital assets of Commonwealth 
Development Corporation 

Advance and progress payments on imports 
Long-term agreements 
Other

Export credit
Other lending and short-term assets 
Foreign notes and coin

Total

Total assets of
Public corporations 
UK non-bank private sector

Total

UK liabilities to overseas residents

Borrowing from overseas 
Liabilities to banks abroad 

Public corporations 
UK non-bank private sector 

Identified long-term import credit 
Other

HEXF 2 785 3 039 3 230 3 546 3 133 3 259 2 545 2 217 550 423

HEXG
HEXH

Total HEVE

Other liabilities of UK non-bank private 
sector and public corporations 

Import credit: Long-term agreements
Other

Identilied advance and progress payments 
on exports

Other (mainly short-term) liabilities

HEXI
CGGM

295 
1 607

323 
1 540

290 407 278 228 120 207 203 176

H EXJ
HCCM

Total

Total liablitliss oh
Public corporations 

Ur>der the excheuige cover scheme 
Other

Total

UK non-bank private sector 
Under the public sector exchange 

cover scheme 
Other

Total

Total

Nat assata
Public corporations

V
• I

A y •

■ f t

• r

£ million

1991

HEUU 12 875 15 096 16 736 25 629 23 395 27 278 28 723 32 870 49 042 53 805 57 366

KCWZ 399 435 474 563 615 660 666 715 777 629 870

HCLK 201 320 253 187 235 210 291 597 614 1 235 1 131
HCMC 92 92 m

« « •  • t  • *  * 4 * •  •

HEXA 4 838 4 650 - - » t • « . « •  • .  9 •  •

HEXB 5 001 5 001 7 835 10 342 8 651 7009 6 002 4 941 11 119 13888 23 405
CGML 51 55 66 81 65 100 119 135 152 143 166

HEUV 10 581 10 553 8 630 11 173 9 586 7 980 7 079 6388 12 662 16 095 25 572

KEXC 460 636 773 1 050 676 768 668 718 780 832 073
HEXD 22 996 25 013 24 593 35 752 32 305 34 490 35 133 38 540 60 924 69 068 82 065

HEXE 23 456 25 649 25 366 36 802 32 981 35 258 35 602 39 258 61 704 69 900 62 938

372

385 432 396 448 316 159 185 140 108 101 160
10 341 12 605 14 258 16 009 16 419 21 085 21 028 25 011 41 095 48 155 57 981

13 511 16 076 17 884 20 003 19 868 24 503 23 758 27 376 41 753 48 679 58 513

197

2 862 2 867 81 81 70 100 134 165 225 248 245
1 218 1 564 2 451 3 539 3 585 4 530 5 164 7 575 25 795 34 494 51 594

HEVF 5 962 6 294 2 822 4 028 3 934 4 857 5416 7 947 26 223 34 919 52 036

HEXP
HEXK

2 027 
962

2 432 
802

2 640 
815

3013
612

2 725 
553

2917
491

2 407 
272

2 148 
234

534
241

413
258

365
252

HEXL 2 989 3 234 3 455 3 825 3 278 3 408 2 679 2 382 775 671 617

AQBX
KEXM

76 
18 428

142 
16 993

170 
17 081

504 
19 701

510 
20 014

602 
25 150

801 
25 697

721 
32 220

733 
66 466

684 
62 243

644 
109 289

HEXO 16 504 19135 17 251 20 205 20 524 25 952 26 496 32 941 67 201 62 927 109 933

HEXN 19493 22 369 20 706 24 030 23 802 29 360 29 176 35 323 67 975 83 598 110550

Under the exchange cover scheme 
Other

-H EXP
HEXQ

-2 027 
-502

-2 432 
-166

-2 640 
-43

-3 013 
238

-2 725 
123

-2 917 
277

•2 407 
397

•2 146 
464

-534
539

-413
573

•365
621

Total HEXR -2 529 -2 598 -2 683 -2 775 -2 602 -2 640 •2 010 •1 664 5 160 256

UK non-bank private sector 
Under the public sector exchange 

cover scheme 
Other

-AQBX
HEXT

-76 
6 568

-142 
6 020

•170
7512

-504 
16 051

■510 
12 291

•802 
9 340

•801 
9 437

-721 
6 320

■733 
-5 543

•684 
-13 174

■644 
-27 224

Total HEXU 6 492 5 078 7 342 15 547 11 781 6 538 8 636 5 599 -6 276 •13 858 -27 868

Total HEXV 3 963 3 260 4 660 12 771 9 179 5 898 6 625 3 935 -6 271 -13 698 -27 612
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8 ^  Assets and liabilities of general government
h I 3  (excluding portfolio Investment liabilities, which are In Table 8.3)

End of period £ million

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
E x t s m a l  a s M t s  o f  t h a  U K

Official reserves APDD 11 960 12 939 12 805 13 219 13 201 17 424 27 008 28 711 26 281 22 673 26 291
Other external assets of central government 

Inier-Qovernmeni loans by the UK HCPT 1 256 1 226 1 214 1 149 1 096 1 027 944 877 830 779 734
Other official long-term capital transactions 

Subscriptions to international lending 
bodies

International Development 
Association HEXS 1 383 1 568 1 753 1 856 1 992 2 1 2 6 2 259 2 466 2 685 2 8 1 5 3 047

Regional development banks HEXW 213 262 294 329 367 390 420 453 486 526 568
European Investment Bank HEXX 115 121 137 159 176 224 235 238 264 292 312
Other subscriptions HEXZ 37 51 82 128 147 169 205 214 251 263 279

Other long-term assets HEXY 71 71 70 70 70 70 70 70 70 70 70
Export credit and bills HCDO 2  074 2 977 3 199 4 356 4 580 4 9 9 6 4 556 4 976 5 141 6131 6 951

Total HEUX 5 149 6  275 6 750 8 046 6 429 9 0 0 3 6 6 8 8 9 293 9 727 10 877 11 961

T o ta l a s s a t a  o f  c a n t r a l  g o v a m m a n t HCDP 17 109 1 9 2 1 4 19 555 21 267 21 630 26 427 35 696 38 004 36 008 33 550 38 252

U K  i la b il it ia a  t o  o v e r s e a s  re e ld a n te

External liabilities of general government 
other than portfolio liabilities 

Liabilities to the IMF HEYA 191 35 m •

IMF expenditure and receipts in sterling HEYB • * m • - - - - « m •

Liabilities to other monetary authorities 
Foreign currency borrowing by the UK HCCO m •

Sterling borrowing by the UK HEYC - • • • m - - > - • •

Inter-government loans to the UK HCPY 1 649 1 846 1 957 2 323 1 758 1 631 1 226 1 227 1 318 1 013 974

Foreign currency borrowing from banks 
etc. overseas by 

HM government HEYD m 586 229 233
Northern Ireland central government HEYE 19 23 24 27 23 24 20 18 16 11 9
Local authorities

Under the exchange cover scheme HEYF 169 262 360 481 530 708 751 715 772 710 655
Other HEPL 43 40 38 35 29 26 19 15 10 10 10

Sterling borrowing from and deposit 
liabilities to banks etc. overseas by 
local authorities ' HCOA 42 25 5 5 3 2

Treasury bills 
European Currency Units 
Sterling^

HHNX 4 4 746 1 697 2 458 2 473
ACQJ 345 477 509 654 641 846 2 209 2 145 3 409 4 0 4 6 2 428

Non-interest bearing notes issued by 
HM government' A IRH 673 709 697 676 704 456 729 659 864 670 731

Official short-term liabilities HEYH 218 655 153 3 3 154 277 522 546 1 043 409
Sterling notes and coin held by private 

(non-bank) overseas residents APMB 187 206 231 271 281 333 370 419 478 457 492

T o ta l l ia b il it ie s  o f
Central government HEYJ 3 2 6 4 3 927 3 546 3 926 3 386 3 422 4 810 5 718 8 899 9 9 1 6 7 740
Local authorities and Northern 

Ireland central government HEYK 273 350 427 548 585 760 790 748 600 731 674

Total HEVG 3 537 4 277 3 973 4 476 3 971 4 182 5 600 6 466 9 699 10 647 8 414

N et a s s e t s  o f  g e n e r a l g o v a m m a n t
Central government HEYL 13 645 15 287 16 008 17 340 18 243 23 005 30  886 32 286 27 109 23 634 30 512
Local authorities and Northern 

Ireland central government -H EYK -273 -350 -427 -548 •585 •760 -790 -748 -800 -731 -674

Total general government HEYM 13 572 14 937 15 581 16 792 17 658 22 245 30 096 31 538 26 309 22 903 29 838

Allocation of special drawing rights HEVP 1 167 1 307 1 381 1 621 1 455 1 587 1 450 1 423 1 566 1 412 1 463
to UK by IMF

1 inuuot^s iiauimies consuTunng overseas rr 
reserves in sterling: see Table 8.1 A  for details.
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9 UK Transactions with the European Community
There are mmor conceptual problems, as well as practical difficulties, in producing regional balance of 
payments statements. This presentation can, therefore, provide no more than a general indication of this
rocrinnAl dimension of the UK balance of payments.

Summary
This section provides estimates o f the overall balance of 
payments accoimt o f the United Kingdom with the other 
member countries and institutions o f the European 
Community.

Conceptually, a regional balance of payments account 
should allocate transactions in a way which reflects flows 
of economic resources consistent with the global balance 
o f payments account. In practice it is often extremely 
difficult to follow the desired criteria with the information 
available. Additionally there are other practical difficulties 
which stem from the extensive use o f global estimates 
supplied voluntarily by the transactors who may be 
unable to provide any subdivision o f their transactions by 
country or may be able to provide allocations by country 
only by criteria which are not relevant, eg the currency in 
which a transaction is expressed, the source or destination 
of the flows o f finance.

In Table 9.1 the figures against most, if not all, headings 
unavoidably contain mis-allocations to a greater or lesser 
extent. It is only possible to allocate many categories of 
transactions by reference to other series associated in 
economic terms and therefore thought likely to reflect a 
similar regional pattern.

Detail
UK balance of payments accounts are put together on the 
basic premise that the United Kingdom is a multilateral 
trading country and that the total of economic 
transactions between UK residents and non-residents as 
a whole is paramount.

These bilateral figures and the corresponding account of 
the rest of the world have been assembled in part to assist 
the Statistical Office o f the European Community in their 
production of a balance of payments account for the 
Community as a whole with the rest of the world. More 
generally there is interest in estimates of various of the 
components of the UK balance of payments which involve 
the European Community.

It is important to stress that a regional account which 
allocates transactions in a way that reflects flows of 
economic resources is likely to be very different from a 
financial statement that records all the financial flows 
between countries or regions since the source and 
destination of financial flows will often not reflect the 
underlying economic relationships; this is particularly true 
of such statements involving countries such as the United 
Kingdom which are centres for international financial 
settlements.

In order to reflect the flows of resources appropriately, a 
regional balance of payments account should allocate 
transactions as follows:

Visible trade to the country of residence o f the new 
or former owner;
Services to the region the residents of which 
rendered or received the service;
Earnings on external assets and liabilities (IPD) 
to the region from or by whose residents the income 
was earned;

Financial claims and liabilities to the region 
where the foreign debtor or creditor is resident 
(which is preferable, for example, to allocation by 
currency denomination).

One area o f difficulty is where UK residents act as 
intermediaries for a whole range o f financial and allied 
activities where the principals involved are non-resident, 
but where the full payments may be made via UK 
intermediaries. As an example, a UK broker may earn 
commission on arranging the charter o f a Norwegian ship 
for the carriage o f goods between an American parent 
company and its French subsidiary. Payment for the 
charter plus the broker’s commission may be made to the 
broker in London through a British subsidiary, with 
consequential settlements over inter-company accounts 
and between the broker and the shipping company.

The following notes summarise the main criteria of 
country attribution adopted for the various categories of 
transactions. In general the figures are not likely to be 
consistent with those recorded by countries which allocate 
regional balance of payments estimates on a cash 
settlements basis.

Summary Account (Table 9.1)

Visible trade
Estimates o f the value o f UK exports and imports o f goods 
differ slightly from those shown in Table 2.2 because the 
former German Democratic Republic is only included from 
the second half of 1990. In general, imports are those 
consigned from the other member countries of the 
Community and exports are those whose last known 
destination is within the Community. A more detailed 
account of the method of allocation o f visible trade by area 
is given on page 21.

Invisibles
General government services and transfers
For the major components detailed geographical 
information on the location of those receiving or making 
payments is available from returns provided by 
government departments.

Sea transport
For 1982, 1986 and 1990 the estimates relating to ships 
owned by or on charter to UK operators are taken from 
the full enquiries carried out in those years by the 
General Council of British Shipping. Freight services on 
exports and cross trades are allocated using the ports of 
discharge o f the goods. Estimates for other years are 
obtained by interpolation and extrapolation taking account 
of movements in the global estimates.

For freight services on UK dry cargo imports, flag data 
are used to estimate payments to EC operators. For wet 
cargo, the nationality of the parent company is used. The 
resulting EC proportions are used to calculate the EC 
share of overseas operators’ disbursements in the United 
Kingdom.

Civil aviation
Passenger revenue credit and debit estimates are made 
partly from the International Passenger Survey, which 
gives the required country analysis o f fares paid. Other
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European Community
parts o f the estimates rely on assumptions about the 
market for cruises.

Transactions with overseas airlines are allocated by 
nationality o f airline. Receipts by UK airlines from 
overseas passengers are allocated to the countries in 
which the tickets are purchased. Freight services on UK 
imports earned by overseas airlines are allocated to the 
countries o f consignment of the imports.

Travel
The allocation o f expenditure of overseas visitors to the 
UK is by country of residence. UK residents’ expenditures 
abroad are allocated to the country in which most time 
was spent, or, i f  this cannot be determined, the furthest 
country visited. As a result, expenditure in countries with 
appreciable numbers of transit tourists may be 
understated.

Financial and other services
Regular information on receipts from and payments to EC 
countries is obtained for insurance brokers, some types of 
consultants, films and television, land transport, 
advertising, royalties, services provided to and by related 
concerns and overseas students. Less regular information 
is available for banks Cast in 1983), commodity traders 
(1985), telecommunications and postal services (1984) and 
overseas embassies (1984) - estimates for other years take 
account of movements in the global totals and certain 
other information. Reasonable estimates of the EC shares 
of the global totals for consulting and process engineers, 
trade commissions, and loss and damage to UK imports 
are based on contract values and trade values, as 
appropriate.

Certain geographical information is available for 
insurance underwriters, although the EC element still 
requires some estimation. For most other services, 
speculative estimates of the EC shares are made based on 
the patterns of UK and world trade in services.

Earnings on assets and liabilities of the UK 
(Interest, profits and dividends - IPD)

investment earnings
Figures are based on the annual overseas investment 
inquiries. Reinvested profits are included. Geographical 
information is based on the country o f registration of the 
immediate overseas parent company and the location of 
the overseas affiliate. The accuracy of the estimates, 
particularly for individual countries, is affected by the 
allowances which have to be made because of the 
incomplete response to these inquiries. Prior to 1984, the 
regional allocation of oil companies’ credits was roughly 
assessed in relation to the scale of activities as given by 
the net assets held in different countries.

Portfolio investment earnings
Estimates of earnings on portfolio investment in the EC 
by UK residents are based on partial information on UK 
banks’ investments, (obtained from banking statistics) 
supplemented by incomplete information for certain 
financial institutions and estimates for Lloyd’s. These are 
assumed to be representative o f portfolio earnings in the 
EC of all UK residents.

Earnings of overseas residents on portfolio investment in 
the United Kingdom have been estimated in three broad 
groups on the basis of very little relevant information. 
Interest payments on British government stocks are 
estimated from data on the levels outstanding (obtained
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from official records and from UK banks’ returns to the 
Bank of England) using appropriate rates of interest. Half 
the interest paid on HM Government’s floating rate notes 
has been assumed to be to EC residents. Interest on 
private sector foreign currency issues has been allocated 
pro rata to the country data for UK banks’ external 
fore i^  currency liabilities. Interest on issues abroad by 
public corporations has been allocated mainly to country 
of creditor using information, where readily available, 
from official records; or, alternatively, to the country 
whose currency is received or repaid. Interest on other 
UK company securities has been allocated pro rata to 
each countries’ direct investment earnings in the United 
Kingdom. It is difficult to check whether methods give an 
apparently reasonable result because some investments 
are held through nominees, thus concealing the country of 
residence of the owner.

UK banks’ interest from lending and borrowing in 
foreign currencies
This item reflects world-wide operations by the banks and 
there is no single best method of allocating the earnings 
to particular geographical areas. The banks need to take 
in foreign currency deposits from overseas in order to 
on-lend the funds overseas. Because of this they retain 
only a fraction of the payments made by the borrowers 
(i.e. the margin between lending and borrowing rates). 
Any allocation of net earnings is difficult to derive without 
making a number of assumptions; for example, that the 
margin on all transactions in aggregate is the same as 
that earned on lending to any individual country. Until 
the 1985 edition of the Rnk Book the estimates of 
transactions with the EC were calculated using this 
approach, but because o f distortions introduced by the 
switch by UK banks from traditional forms o f lending to 
investment in portfolio assets, this method became 
increasingly unsatisfactory. The method used for 
estimating transactions with the EC was therefore 
changed to reflect simply the difference between the 
estimated gross flows of interest between UK banks and 
EC residents. The table below sets out the figures 
produced by the two methods (estimates have been 
rounded to the nearest £25m).

£ million

Current 
method(l) 

(used for Table 9.1)

Previous
method(2)

1978 + 400 + 25
1979 500 - 100
1980 +1125 + 25
1981 +2500 + 200
1982 +3625 + 200
1983 +3925 + 225
1984 +3500 + 175
1985 +2025 - 250
1986 +1050 - 150
1987 - 575 -425
1988 - 525 - 375
1989 - 525 - 675
1990 - 575 - 800
1991 - 600 -1200

(1) The gross interest flows involved are estimated 
by allocating the global interest receipts and 
payments to the EC in proportion to the 
corresponding assets and liabilities of UK banks.
(2) The overall margin is estimated by deriving 
average interest rates on all transactions, since 
country detail exists only for the stock of
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outstanding borrowing and lending. This overall 
margin of UK banks on all lending operations is 
allocated in proportion to the United Kingdom’s 
gross claims on each country. Initially this 
presupposes that all external borrowing is on-lent 
from the countries to which loans are made. A 
further allowance is made for funds actually used in 
the United Kingdom and not on-lent abroad. The 
estimated interest on such funds is allocated in 
proportion to the United Kingdom’s gross liabilities 
to each country, reducing the United Kingdom’s 
bilateral earnings accordingly.

UK banks’ interest on sterling claim s and liabilities 
This is estimated from country group data on the levels 
outstanding (obtained from UK banks’ returns to the 
Bank of England) used in combination with estimates of 
total interest received and paid in sterling.

Interest on deposits with and borrowing from banks 
etc. overseas
Interest earned on UK non-bank deposits with banks, etc. 
in the EC is estimated primarily from the Bank for 
International Settlements’ (BIS) data on the levels of 
those assets. Interest payments on public sector 
borrowing are estimated from records of such borrowing 
available from official sources. Interest due abroad on 
non-bank private sector borrowing is estimated from data 
on capital flows, available from exchange control sources 
up to October 1979, and from levels of UK liabilities 
available from the BIS thereafter.

Interest on trade credit
Interest on suppliers’ export credit, in both sterling and 
foreign currencies, has been allocated according to 
information available to the ECGD on the geographical 
allocation of credit outstanding. Interest on import credit 
has been allocated on the basis of information from 
airlines and on visible trade in ships, etc, to which this 
series is related.

Interest on official reservest inter-government loans 
and public sector foreign currency borrowing
Estimated from information available from official records.

Earnings on Bank o f England Issue Department 
holdings of overseas bills
These are allocated pro  ra ta  to UK banks’ estimated 
discount earnings from individual countries on bills.

Private transfers
Until October 1979 the EC share of debits is based on 
exchange control data. Thereafter, the EC shares of 
emigrants* funds and some pensions are derived from 
more recent geographical data, the remainder still being 
based on earlier exchange control records. Credits are 
based on data made available by partner countries.

Capital account transactions
The coverage of the items listed is, as far as possible, the 
same as that used in summary Table 1.4 and the capital 
account, section 7.

UK investment overseas / overseas investment in the 
United Kingdom
These items comprise direct and portfolio investment. 

Direct investment
These figures are based on the nationality of the overseas 
parent company or location of overseas affiliates. Figures 
for 1978-90 are taken from the full annual inquiries.

Those for 1991 are based on the quarterly inquiries from 
which no area or country detail is available and assume 
a similar pattern to 1990.

Portfolio investm ent overseas 
No estimates have been made since 1980.

Portfolio investm ent in the UK
Difficulties arise where the nationality of the investor is 
concealed when the investments are made through 
nominees. Foreign currency issues by public corporations 
and local authorities are generally allocated on a creditor 
basis but, where this is not readily identifiable, are 
allocated according to the country whose foreign currency 
is received or repaid. Figures for investment by EC 
residents in HM Government’s $2.5 billion and $4.0 billion 
floating rate note issues or the 10 year ECU 2.5 billion 
bond are not available; no allowance is therefore made for 
them. Nothing is included for EC residents’ investment in 
UK company securities after mid-1980, when information 
ceased to be collected.

Foreign currency lending or borrowing abroad by 
UK banks
The United Kingdom position vis-a-vis the EC will reflect 
the intermediary role of banks in London’s international 
financial markets (see page 74).

External sterling lending and borrowing by UK 
banks
These figures are reported by UK banks, etc. regionally on 
a creditor or debtor basis respectively.

Lending or borrowing overseas by UK residents 
other than banks and general government
Estimates of bank deposits abroad are based upon partner 
country information provided by the BIS.

Until the fourth quarter of 1979 geographical data on 
borrowing by UK companies from banks etc. overseas are 
estimated from exchange control information. Since then, 
estimates have been based mainly on partner countries’ 
figures of banking data supplied by the BIS.

Reliable geographical information on other items 
incorporated in the global capital account is not available.

The regional allocation of trade credit (other than between 
related companies) and miscellaneous short-term capital 
is,for the most part, based on inadequate information. EC 
figures for unrelated export credit were identified from the 
annual inquiry discontinued in 1982. For unrelated 
import credit, limited information is available on ships 
and aircraft.

Official reserves
The figures represent changes, converted at 
market-related rates of exchange, in currencies of EC 
denominations.

Other external assets and liabilities o f general 
government
Detailed information on government long-term capital is 
available from returns provided by government 
departments. Foreign currency borrowing by HM 
Government represents the direct contribution by the 
EC-based banks participating in loans. No allowance, 
however, is made for EC residents’ transactions in 
treasury bills, where such information is not available.
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European Community

General governm ent transactions w ith tl: 
institutions of the European Community
(T able  9 . 2 )

EC Budget
The figures shown for net payments to the European 
Community Budget have the same coverage as the figures 
for *7^et contribution  to E uropean C om m unity  
budget"  included in Table 68 of the Government’s 
Expenditure Plans - see D epartm enta l R eport o f  the  
C hancellor o f  the  Exchequer's Depcudments a n d  N et 
P aym ents to the  E uropean C om m unity In stitu tio n s  
1992-93 to 1994-95 (Cm 1918).

However, the figures shown for net current account 
transactions with cUl institutions of the European 
Community do not have the same coverage as the figures 
for 'To ta l n e t paym en ts  to E uropean Com m unity  
in stitu tio n s"  in the same table. The main difference is 
that the white paper series excludes the United Kingdom’s 
contribution to the Community Budget expenditure on 
overseas aid (which is attributed to the aid programme). 
Other minor differences relate to transactions included in 
the white paper figures which are allocated to the capital 
account of the balance of payments accounts.

Contributions to the European Development Fund are 
excluded from this table but are included with 
multilateral economic assistance in section 6 of this 
publication.
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Service credits comprise the services of the UK 
government in collecting the UK contributions to the 
Community Budget, and for providing services at the site 
of the Community’s Joint European Torus project in 
Oxfordshire.

The European Agricultural Guidance and Guarantee fund 
helps stabilise prices and diversify agricultural production 
in Community countries in order to reduce surplus stocks 
of various products. The Social Fund promotes 
employment and training schemes, mainly for 
disadvantaged persons or disadvantaged areas. The 
Regional Development Fund was set up to correct major 
regional economic imbalances within the Community by 
contributing to the finance of regional investment.

Other EC transactions (transfers)
Debit transfers also includes the UK contribution towards 
the JET program.

References
Further information on UK payments to and receipts from 
the budget of the European Community is given in the 
chapter "Net Payments to European Community 
Institutions" of the D epartm ental Report o f  the 
C hancellor o f  the Exchequer's D epartm ents and  Net 
P aym ents to European Community Institu tions 1992- 
93 to 1994-95 Cm 1918 (February 1992).
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United Kingdom transactions with countries^ and Institutions of 
the European Community: summary account

1961 1982 1983 1984 1985 1986 1987 1988 1989

£ million

1990 1991

Currant Account

Crodils
Exports(f.o.b.)

Invisibles
Services

General government 
Sea transport 
Civil aviation 
Travel
Financial and other services 

Interest, protits and dividends 
General government 
Private sector and public corporations 

Transfers
General government 
Private sector

EMAB 21 941 24 269 27 955 32 961 37 899 34 725 38 880 40 678 47 025 54 193 58 684

HDXX
HDON
HEGO
HCJU
HBUZ

HBVE
HCKD

KD IS
KBZO

208
905
651

1 083
2 097

205
974
663

1 194
2 440

175 
1 097 

627 
1 599 
3 041

149 
1 134 

761 
1 910 
3 347

108 
1 204 

749 
2018 
3 226

27
1 323 

887
2 272 
3600

27 
1 308 
1 091 
2536 
4 065

51 88 143 138 118 120 100 238 373 297 418
10401 12424 11 614 13781 14385 12901 12295 14074 19328 23123 24 220

1 675 2 154 2 235 2 392 1 760 2 138
232 266 317 286 328 404

2 282 
464

2115
462

2 143 
490

2193 2 789
504 532

Total invisibles HCLE 16 608 19 282 19 253 22 075 22 488 22 102 22 442 24 214 30 443 35 144 37123

Total credits CGOU 38 549 43 551 47 208 55 036 60 387 56 827 61 322 64 892 77 468 89 337 95 807

Debits
Importsff.o.b.) EMAC 21 897 25 589 30 799 36 427 40 460 43 584 48 537 54 440 62 422 64 069 59 215

Invisibles
Senrices

General government CGNS 867 949 1 o i l 1 041 1 022 1 215 1 338 1 466 1 603 1 611 1 602
Sea transport HCQH 1 483 1 404 1 435 1 412 1 382 1 371 1 379 1 504 1 631 1 683 1 653
Civil aviation HCJQ 530 597 628 708 732 871 953 1 035 1 027 1 165 1 197
Travel HCNS 1 869 2 193 2 523 2 864 3 006 3 862 4 460 4 653 5 332 5 478 5 701
Financial and other services HDJE 712 862 1 001 1 168 1 238 1 245 1 198 1 046 1 207 1 337 1 342

Interest, profits and dividends
General government H D JJ 323 393 402 476 536 714 904 785 693 608 530
Private sector and public corporations HBZM 7716 8 705 7 367 9714 10 892 9 755 10 784 12612 16166 22 223 23 932

Transfers
General government HCOC 2 263 2 954 3 089 3 326 3 893 2937 3 694 4 607 4 857 3538
Private sector HBVZ 53 72 77 87 83 146 168 213 223 228 242

Total invisibles HBZZ 15816 18 129 17 533 20 796 22 784 22116 25 384 27 228 34 469 39 190 39 737

Total debits HCMA 37 713 43 718 48 332 57 223 63 244 65 700 73 921 61 668 96 911 103 279 98 952

Balances
Visible trade 
Invisibles 

Services
Interest, profits and dividends 
Transfers

Total
of which: private sector and public corporations 

services and IPD

All current account transactions

Capital transactions^

UK investment overseas^
Overseas investment in the United Kingdom 
Net foreign currency transactions of UK banks 
Net sterling transactions of UK banks 
Deposits ar̂ d lending overseas by UK residents 

other than banks and general government 
Borrowing from overseas by UK residents other 

than banks and general government 
OHicial reservesfadditions to 

drawings on +)
Other external assets of central government 
Other external liabilities of general government

All identified capital transactions

1 Figures from the second half of 1990 include transactons with the former Ger
man Democratic Republic.

2 Assets; increase-zdecrease-*-. Liabilities; increasewdecrease-.

EMAD 44 -1 320 -2 844 -3 466 -2 561 •8 859 -9 657 -13 762 -15 397 -9 896 -531

HCDS -1 212 -1 675 •1 654 •1 717 •1 483 -2 025 •2 027 -2619 -2 691 ■2 247 •2 331
HCDT 2412 3414 3 987 3 729 3 074 2 552 708 915 842 589 175
HCDU -409 •58$ •614 •733 •1 888 -541 •1 622 -1 310 -2 197 •2 388 -459

HBVU 792 1 153 1 720 1 279 •296 -14 -2 942 -3 014 -4 046 -4 046 -2 614

HDJZ 2158 2 798 3 396 3 186 2 860 2 161 673 221 47 237 -471

HBZG 636 -167 •1 124 -2187 -2 857 -8 873 -12 599 -16 776 -19 443 •13 942 -3 145

HCBI -137 -251 •121 217 -2 321 -2 239 -2 234 -5 340 -5 823 ■5 217 •5 586
HCBJ 677 671 1 116 -1 902 1 952 4 342 5 402 5 744 4 717 5 277 6 559
HCBK -9 280 •9 630 1 311 6 992 12 587 14 094 9 094 •2 334 7 696 -652 -4 745
HCBL •110 303 534 •383 1 045 1 050 -1 148 5 294 1 717 4 513 -4 990

MCBM 6 -553 120 •236 -1 028 -1 561 -1 069 -1 125 •2 524 -3 491 -363

HCBN -11 •66 •307 592 1 653 2 978 563 1 064 4 523 4 365 4 890

HCOZ 333 140 398 185 -302 •113 •3 642 -6 966 1 987 1 174 •4 518
HCBO -11 •6 •16 -22 -17 •48 -11 -8 -26 •28 -20
rfCBP 73 469 -510 61 -12 419 195 994 769 1 037 50

HCJG -8 459 •8 903 2 525 7 504 13 557 16 921 7 151 -2 677 13 036 6 978 -8 722

3 From 1981 the figures exclude UK portfolio investment in the EC for which no esti
mates are available.
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9 A  General government transactions with the institutions of the
European Community; services and transfers'*

£ million

1981 1982 1963 1984 1965 1986 1987 1988 1969 1990 1991
European Com m unity budget

UK credits
Services CGPJ 122 150 148 166 157 157 126 85 5 5 a
Transfers

Agricultural guidance and guarantee fund HCOW 683 791 1 082 1 353 1 151 1 385 1 345 1 379 1 315 1 496 1 761
Social fund HDIZ 107 152 128 283 256 335 426 277 406 225 616
Regional development fund HBZA 145 111 139 184 274 298 404 370 347 441 370
Negotiated refunds ^ CGPI 693 1 019 807 526 61 m - •

Other HCBR 27 36 24 11 15 41 42 72 43 16 9

Total HCBS 1 777 2 259 2 328 2 545 1 914 2216 2 345 2 163 2116 2183 2 766

UK debits
Transfers

Agriculture and sugar levies HCBT 218 307 232 260 189 244 354 226 192 135 202
Customs protective duties CGIW 861 1 001 1 075 1 276 1 291 1 244 1 417 1 521 1 638 1 555 1 529
V.A.T. • gross;Before abatement and
adjustments HCML 960 1 497 1 712 1 720 1 930 2 742 3 347 2 686 3 444 4 149 4613

Abatement ^ HHHP • • • -166 •1 701 -1 153 -1 595 -1 156 -1 697 -2 497
Adjustments HEEI 135 57 •43 -55 145 263 64 •127 311 516 -536

Inter governmental agreements HCBW • • • * 370 • • 613 - • •

Total * HCHS 2 174 2 862 2 976 3 201 3 759 2 792 4 049 3 525 4 431 4 658 3309

Balance HCBZ -397 •603 -648 -656 -1 845 •576 -1 704 •1 342 -2 315 -2 475 -543

Other transactions (transfers)

UK credits HDIP 20 45 55 33 3 79 63 17 32 15 31
UK debits HCCA 14 16 18 12 30 20 17 30 12 11 9

A ll services and transfers 

UK credits
Sen/ices CGPJ 122 150 148 186 157 157 126 85 5 5 8
Transfers HDIS 1 675 2 154 2 235 2 392 1 760 2 138 2 282 2115 2 143 2193 2 789

UK debits
Transfers HDLN 2 188 2 878 2 994 3213 3 789 2812 4066 3 555 4 443 4 669 3316

Balances
Services CGPJ 122 150 148 186 157 157 126 85 5 5 8
Transfers CGIl -513 •724 -759 -821 -2 029 ■674 -1 784 -1 440 -2 300 •2 476 -529

Total sen/ices and transfers HCCB -391 -574 -611 -635 -1 872 -517 •1 658 •1 355 •2 295 •2 471 •521

1 Certain transactions w i^  the European Investment Bank are included in Capi
tal transactions in Table 9.1.

2 Refunds and abatements received in respect of the United Kingdom's excess 
contributions to Community Budgets in earlier years.

3 Adjustments reflecting reassessments of the gross contributions required for the 
Community Budgets for the previous years.

4 For early years, total EC debits include GNP financial contributions and budget ad
justments which are nil for the years shown.
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10 Exchange rates
Summary
Since 8 October 1990, sterling has been a member ot the 
Exchange Rate Mechanism (ERM) of the European 
Monetary System (EMS). This involves the authorities 
maintaining the sterling exchange rate against the other 
ERM currencies (those of Belgium/Luxembourg, Denmark, 
France, Germany, Ireland, Italy, the Netherlands and 
Spain) within certain bands.

As an ERM member sterling has a central rate of 
exchange against each of the other currencies in the 
mechanism, and is kept within agreed margins. Seven of 
the nine member currencies are allowed to fluctuate 
within margins of up to about 2.25 per cent above or 
below their central rates. Sterling and the peseta are 
currently allowed wider margins of approximately 6 per 
cent either side of their central rates. If one currency 
reaches its limit against another, the central banks of 
both currencies have an equal obligation to buy or sell at 
the limiting rates during European business hours.

In addition to its own reserves of foreign currency, each 
ERM member has access to certain inter-governmental 
credit facilities which can be used to finance intervention. 
The most important of these is the Very Short Term 
Facility (VSTF), under which each of the central banks 
makes available to the others short term credit facilities 
in its own currency. The VSTF is automatically available 
in unlimited amounts to finance intervention to prevent 
currencies breaching their margins.

The system provides for changes in central rates, provided 
they are agreed by all ERM members. There have been a 
total of 12 realignments since the ERM began, but they 
have steadily become less frequent over time.

Between 1972 and entry into the ERM, the sterling 
exchange rate had been allowed to float with only 
occasional official intervention (by means of augmenting 
or depleting the foreign currency reserves). Such 
intervention was usually for the purpose of smoothing 
excessively sharp market movements rather than 
maintaining or achieving a particular exchange rate. The 
sterling exchange rate is determined in the foreign 
exchange market. When buyers of sterling exceed sellers 
the pound will rise against other currencies and when 
sellers outnumber buyers the rate will fall. Other things 
being equal, a surplus on UK current account transactions 
will tend to cause an appreciation of sterling against other 
currencies, while a current account deficit will tend to 
produce a lower exchange rate.

The exchange rate is also of course affected by capital 
transactions. Many of these transactions - for example, 
purchases and sales of British government stocks and the 
transfer of funds to or from UK banks - are sensitive to 
market opinions about the future value of sterling against 
other currencies and about international interest rate 
differentials. These, in turn, depend on the exchange rate 
regime which is in force - for example, membership of the 
ERM. Consequently, exchange rate movements can reflect 
market expectations as well as direct balance of payments 
considerations.

Detail
In the years up to 1971, exchange rates for most of the 
major currencies were relatively stable for long periods 
and it was reasonably satisfactory to measure such 
changes as there were in terms of rates against the US

.  »
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dollar. From 23 August 1971 the UK authorities ceased 
to intervene in the foreign exchange markets to maintain 
the upper limit and the sterling exchange rate floated 
upwards until the currency realignment on 18 December 
1971. Following a period of uncertainty in international 
exchange markets, particularly affecting the dollar, a 
general international realignment of exchange rates was 
agreed at a meeting held in December 1971 in the 
Smithsonian Institute in Washington, in which all the 
main currencies were, in effect, revalued against the 
dollar. Sterling was then revalued to £1 = $2.6057 and 
the market rate was permitted to vary within wider 
margins of 2 1/4 per cent on either side of the new middle 
rate. In effect, non-dollar exchange rates could vary by up 
to as much as 4 1/2 from their implied middle rates. fVom 
23 June 1972 the sterling exchange rate was allowed to 
float.

Although the UK was a party to the agreement that set 
up the EMS in 1979, sterling did not become a member of 
the ERM until 8 October 1990. Sterling joined the ERM 
at a central rate against the Deutschmark of £1 = DM 
2.95, with wide margins of fluctuation of 6 per cent. Since 
joining the ERM sterling has traded within its agreed 
bands.

The "overall" change in the position of sterling cannot 
accurately be identified with any of the rates against 
other currencies individually. In Table 10.1 the exchange 
rate for sterling is expressed not only against the dollar 
but also against Special Drawing Rights (SDRs) and is 
also expressed as an exchange rate index. The spot 
market rates against the dollar are expressed both as 
period averages and as rates at end of period.

Special Drawing Rights
The SDR was introduced in 1970 in a move towards the

rational control of international liquidity.more
Responsibility for supervising its use rests with the IMF. 
Its value was originally defined in terms of a certain 
quantity of gold, but with the move towards floating 
exchange rates and the abolition of an official price of 
gold, it is defined as a weighted average or "basket" of 
currencies. This characteristic gives greater stability in 
value, providing a unit of account which does not fluctuate 
in value to the extent that a national currency might. 
Since the beginning of 1981 the basket has consisted of 
the currencies of five countries (USA, UK, France, 
Germany, Japan) weighted with regard to their relative 
importance in world trade. Prior to that date a sixteen 
currency basket was used.

Sterling exchange rate index (Table 10.1)
In order to assess the overall change in the value of a 
currency, a weighted average of movements in 
cross-exchange rates against a basket of other currencies 
is required, with the weights reflecting some assessment 
of the relative importance of the other currencies.

There are a number of ways of constructing a suitable 
matrix of weights. Most exchange rate indices use some 
form of trade weighting. The way in which sterling’s 
exchange rate index is calculated was changed with effect 
from 3 January 1989. The weights for the new index are 
derived from disaggregated trade flows in manufactured 
goods in 1980 and are designed to measure the impact of 
real exchange rate changes on the real manufacturing 
balance: they represent the relative importance of sixteen 
other countries as competitors to the manufacturing sector
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It is important to note that an exchange rate index does 
not attempt to allow for inflation differentials between 
countries and does not of itself, therefore, tell us anything 
about changes in a country’s competitive position.

TABLE 10.1 Exchange rates

US dollars per £ SDRs Deutsch Sterling
per £ -marks exd\ange

per £ rate index
(Average
1985=100)

End of Annual End of End of Annual
period^ average^ period^ period^ average

AJGA AJFA HCDI AJGV AIHV
1973 2.3235 2.4526 1.9258 6.2788
1974 2.3495 2.3402 1.9181 5.6537
1975 2.0231 2.2198 1.7285 5.2978 124.8
1976 1.7021 1.8046 1.4653 4.0165 107.0
1977 1.9185 1.7455 1.5691 4.0145 101.2
1978 2.0410 1.9197 1.5617 3.7146 101.0
1979 2.2250 2.1225 1.6883 3.8403 107.0
1980 2.3920 2.3281 1.8700 4.6931 117.7
1981 1.9110 2.0254 1.6392 4.2896 119.0
1982 1.6175 1.7489 1.4636 3.8505 113.7
1983 1.4520 1.5158 1.3855 3.9516 105.3
1984 1.1580 1.3364 1.1798 3.6535 100.6
1985 1.4455 1.2976 1.3151 3.5299 100.0
1986 1.4837 1.4627 1.2055 2.8524 91.5
1987 1.8870 1.6392 1.3193 2.9607 90.1
1988 1.8080 1.7796 1.3447 3.2047 95.5
1989 1.6125 1.6383 1.2217 2.7275 92.6
1990 1.9295 1.7864 1.3552 2.8875 91.3
1991 1.8678 1.7685 1.2800 2.8404 91.7

1 M id d le  m a r k e t  t e l e g r a p h  r a t e s  a s  r e c o rd e d  in  L o n d o n  by  t h e  B a n k  o f  
E n g la n d  d u r in g  t h e  l a t e  a f te r n o o n . E n d  p e r io d  r e l a t e s  to  t h e  l a s t  
w o rk in g  d a y .
2. A v e ra g e  o f  t r a d i n g  d a y  r a t e s  d e s c r ib e d  a b o v e .
3 . A s c a lc u la te d  b y  t h e  IM F .

Exchange rates used in the balance of 
payments estimates

When information is recorded in currencies other than 
sterling, the figures are as far as possible converted into 
sterling at the rate of exchange at the time of the 
transaction.

Valuation of current account transactions
The transactions values of goods are declared on 

Customs documents in sterling. For imports where any 
invoice amounts are expressed in a foreign currency there 
is a requirement for the UK trader, or his agent, to 
convert to sterling at the market rate appropriate at the 
time of lodgment of the Customs document. For exports, 
it is likely that amounts in foreign currency are converted 
in a similar way. If the rates of exchange appropriate to 
the time of lodgment of documents differ from those at 
which the payments are recorded, the difference would be 
refiected in the balancing item. Invisibles earnings and 
payments, if denominated in foreign currency, are 
generally converted at the rates of exchange used in 
traders’ books.
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Valuation of capital transactions
Where capital flows are derived as the difference between 
opening and closing levels of assets and liabilities, special 
steps have been taken to exclude the revaluation element 
in the sterling valuation of balances denominated in 
foreign currencies. This affects the changes in balances 
from 1971 onwards. The main items affected are foreign 
currency borrowing and lending abroad by UK banks. The 
changes in levels recorded in terms of the main foreign 
currencies are converted into sterling at the average 
exchange rate during the period. This gives the best 
approximation to the gross borrowing and lending flows in 
sterling terms, although errors of estimation may occur if 
large flows occur at rates si^ificantly different from the 
average rates during the period. These discrepancies will 
be reflected in the balancing item. In general, other 
commercial transactions are based on direct inquiries to 
the transactors, who are asked to use the same rate of 
exchange as in their own accounts when conversion from 
a foreign currency to the sterling equivalent is involved.

Valuation of official reserves transactions
Up to 20 August 1971 the sterling equivalent of the net 
amount drawn on or added to the official reserves was 
derived by conversion at par or middle rates of exchange. 
The small differences between figures valued in terms of 
sterling in this way and at the rates at which transactions 
occurred were regarded as negligible when market rates 
of exchange were within the permitted band on either side 
of parity. From 23 August 1971 the possible range of 
difference widened, and net drawings on and additions to 
the official reserves have since been valued at current 
market rates of exchange.

References
Sterling exchange rates against the US dollar, SDRs , and 
other currencies are published on a monthly or quarterly 
basis in the Bank o f England Quarterly Bulletin, 
Financial Statistics, Economic Trends, and 
International Financial Statistics (IMF),

The calculation of the sterling/SDR rate was described in 
an article in the March Bank o f England Bulletin.

More detailed figures and further information on the 
sterling exchange rate index are given in Financial 
Statistics, the Bank o f England Quarterly Bulletin 
and the March 1977, February 1981 and October 1984 
issues of Economic Progress Report prepared by HM 
Treasury.

Further information on the ERM is given in the November 
1990 issue of the Bank o f England Quarterly Bulletin 
and the December 1990 issue of Economic Briefing 
prepared by HM Treasury.
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Glossary
Acceptances

See "Bills and acceptances".

Advance and progress payments
Payments made for goods in advance of completion and

delivery of the goods.

A fm iates
Branches, subsidiaries or associate companies.

Allocation of SDRs
See Special Drawing Rights

Arbitrage .
Buying in a market in one centre and selling in a similar

market in another centre.

Assets
This term commonly refers to financial assets that are 

claims on non-residents, from whose point of view the 
same item is a liability to a UK resident. Among reserve 
assets, however, gold and SDRs have a value which exists 
independently of any corresponding liabilities. Real assets 
such as merchandise, although they may be entered in 
company accounts as assets, are seldom described as 
assets in balance of payments analysis.

Associated companies
Companies in which the investing company has a 

substantial equity interest (usually this means that it 
holds between 20 per cent and 50 per cent of the equity 
share capital) and is in a position to exercise a significant 
influence on the company. (See "subsidiaries".)

Balancing item
The item included to bring the sum of all balance of 

payments entries to zero. A description of its 
characteristics is given on page 6.

Bank of England - Issue Departm ent
This is part of central government. Its activities include, 

inter alia, market purchases of overseas bills from the 
UK banks. These bills are generally held to maturity. 
Details of their treatment in the accounts are given in the 
notes to sections 5,7 and 8.

Banking and money m arket liabilities in  sterling
These are a part of sterling balances and consist of 

certain UK liabilities, denominated in sterling, to overseas 
residents.
They include: current and deposit accounts and sterling

certificates of deposit;
temporary loans to, and bills drawn on, local 
authorities;
deposits with finance houses;
UK Treasury bills.

That part held by central monetary institutions is part 
of "exchange reserves in sterling", the rest is "other 
external banking and money market liabilities in 
sterling".

Banking statistics
A term used in this publication to denote an integrated 

set of returns, covering all UK banks, which was 
introduced in stages late in 1974 and during 1975 by the 
Bank of England. It covered all listed banks up to the end 
of 1981 and the revised group of institutions classified as 
UK banks from 1982 onwards. It collects on a regular 
basis extensive information relating to the levels of, and

h  -.k
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changes in, assets and liabilities

Banks
See "UK banks".

Billion
One thousand million.

Bills and acceptances
A bill is an unconditional order in writing addressed by 

the drawer to the drawee to pay to the drawer a fixed sum 
on a specified date. A UK resident may draw a bill in 
sterling on an overseas resident representing credit 
extended by the UK resident to the overseas resident. If 
the UK resident sells the bill to a UK bank, generally at 
a price less than the nominal value of the bill, the bank is 
said to discount the bill, and the claim on the overseas 
resident is transferred to the UK bank.

A bill is known as an acceptance when the drawee 
accepts the bill. A UK bank may accept a bill on behalf of 
an overseas resident in which case the UK resident draws 
the bill on the UK bank and not on the overseas resident. 
The accepting bank has a claim on the overseas resident 
and expects to be paid by him before the bill matures.

Borrowing from banks, etc. overseas 
This refers to foreign currency or sterling borrowed from 

banks, other financial institutions or, in some instances, 
unrelated commercial companies abroad. It does not 
include borrowing from UK-based affiliates of foreign 
banks. Nor does it include borrowing by means of issues 
of securities.

Branch
An unincorporated office which is wholly owned by the 

parent company, and which is a permanent establishment 
as defined for UK income tax and double taxation relief 
purposes.

Branch indebtedness
Net amounts owed by a branch to its parent company (or 

vice versa.

British government stocks 
Stocks issued or guaranteed by the UK government.

Capital transactions
Capital transfers, transactions in UKextemal assets and 

liabilities, EEA loss on forward commitments, allocation 
of SDRs and gold subscription to IMF.

Capital transfers
In recent years this category has only covered payments 

made by the central government in implementation of the 
guarantee clauses of the Sterling Agreements of 1968, as 
renewed in 1971 and further extended on the basis of a 
unilateral declaration by HM Government. The extension 
of the Agreements expired in December 1974.

Transfers of financial assets and liabilities which arise 
when a change of residency occurs eg when an individual 
migrates to or from the United Kingdom, are included 
under current account transfers.

Central monetary institutions (CMIs)
Institutions (usually central banks) which control the 

centralised monetary reserves and the supply of currency 
in accordance with government policies, and which act as
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Glossary

their governments’ bankers and agents. In the United 
Kingdom this is equivalent to the Bank of England and 
part of the Treasury (the Exchange Equalisation Account).

Certificate of deposit
A certificate of deposit is a document issued by a UK 

office of a British or foreign bank certif^ng that a deposit 
has been made with that bank which is repayable to the 
bearer upon the surrender of the certificate at maturity. 
It also states the rate of interest and the date of 
repayment and is negotiable by simple delivery. It is 
denominated in either sterling or foreign currency.

c.i.f. (cost, insurance and freight)
A "c.i.f." price includes the cost of insurance and freight 

from the country of consignment.

Commodity gold
See "Ck)ld".

Commonwealth Development Corporation
A public corporation which finances development projects

overseas.

C ounterpart items
Certain items in the balance of payments exist only as 

counterpart items introduced to balance the inclusion of 
other items that do not fall naturally into the double-entry 
system. The allocation of SDRs is an example of an 
artificial counterpart item introduced into the balance of 
payments to offset the corresponding increase in SDR 
holdings within official reserves (see under Special 
Drawing Rights).

Credits and debits
A credit in the balance of payments records the provision 

of goods or services, a decrease in holdings of a financial 
asset, or an increase in liabilities. Credits and debits form 
the two elements in the simple double-entry system used 
for recording the balance of payments. See notes on page
6 .

Cross-trades
See "Third country trade".

Current account
The account of transactions in respect of visible trade, 

services, interest, profits and dividends, and transfers 
(other than capital transfers).

Current balance
The balance of current account transactions.

Direct investment
Net investment by UK/overseas companies in their 

overseas/UK branches, subsidiaries or associated 
companies. A direct investment in a company means that 
the investor has a significant influence on the operations 
of the company. (See "branch", "subsidiaries" and 
"associated companies".) Investment covers not only 
acquisition of fixed assets, stock building and stock 
appreciation, but also all other financial transactions such 
as additions to, or payments of, working capital, other 
loans and trade credit, and acquisitions of securities. 
Estimates of investment exclude depreciation.

Disbursements
Operating expenses eg by operators of ships or aircraft.
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EEA loss on forward commitments
This term records the loss arising from the fact that the 

forward commitments of the Exchange Equalisation 
Account with the market entered into before devaluation 
in 1967 have been recorded as being settled on maturity 
at the new parity.

Euro-commercial paper
Short-term promissory notes, usually with fixed 

maturities ranging between 7 and 365 days, issued by 
companies in bearer form and at a discount from their 
nominal (face) value. They are denominated in a currency 
which is foreign to their country of issue (eg US dollars 
issued in the United Kingdom).

Eurocurrency m arket
All borrowing and lending by banks in currencies other 

than the currency of the country in which the banks are 
situated.

European Community (EC) 
See "Geographical analysis”.

European Currency Unit (ECU)
The ECU was officially introduced in 1979 in connection 

with the start of the European Monetary System (EMS). 
In the EMS, the ECU serves as the basis for determining 
exchange rate parities and as a reserve asset and means 
of settlement. It is a composite currency which contains 
specified amounts of the currencies of the twelve member 
states of the European Community. The currencies 
making up the ECU are weighted according to their 
economic importance and use in short-term finance. As 
from September 1989 the weightings of the ECU were 
revised to include both the Spanish peseta and Portuguese 
escudo.

European Fund
A fund established in the 1950s under the European 

Monetary Agreements to provide 2-year credits to member 
countries to assist them to overcome balance of payments 
difficulties. It was wound up in 1973.

European Monetary System (EMS)
This was established in March 1979. Its most important 

element is the mechanism (the ERM - Exchange Rate 
Mechanism) whereby the exchange rates between the 
currencies of the participating member states (all EC 
countries except Greece and Portugal) are kept within set 
ranges. The UK joined the ERM on 8 October 1990.

Exchange control
The Exchange Control Act of 1947 was "an Act to ronfer 

powers and impose duties and restrictions, in relation to 
gold, currency, payments, securities, debts, and the 
import, export, transfer and settlement of property,  ̂and 
for purposes connected with the matters aforesaid . It 
was concerned not only with controlling certain types of 
payments but also with ensuring that funds due from 
abroad were properly received, without delay, and were 
not used for unauthorised purposes. During the period in 
which controls were in force, they were operated by a 
department of the Bank of England. The controls were 
considerably reduced in June and July 1979 and finally 
abolished in October 1979 (apart from residual controls on 
transactions with Rhodesia which remained until 
December 1979). The act was repealed in 1987.
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!̂hê loan

The gov
w hich tran i

Export credit 
C red it e x te n d e  

connection w ith  
in  re sp ec t o f  thi;

Export credit; 
Credit extende 

credit and spec 
notes on page 5!

Export Creditf 
A ^vemment 

provide insuram

Financial gold 
See "Gold-.

fo.b. (free on I 
. seller’s m 

'"'agons, on

currencie8<

“ "tral g,.

Optical a

' ““'•(rie.i.Bj



he p V ^ t h e
>

isali, 
®‘'*8tion'"e settijJon

"̂J 365'L^h li,,̂
“ 'hscouS'^*'  ̂b,

7  ‘•» '« >

■y banks in c«rr.„ ■

ECU)
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Exchange cover scheme (ECS)
A scheme first introduced in 1969 whereby UK public 

bodies raise foreign currency from overseas residents, 
either directly or through UK banks, and generally 
surrender it to the EEA in exchange for sterling for use to 
finance expenditure in the United Kingdom. HM 
Treasury sells the borrower foreign currency to service 
and repay the loan at the exchange rate that applied 
when the loan was taken out. The transactions relate to 
net borrowing by British Nuclear Fuels pic and repayment 
by HM Government following the privatisation of other 
former public corporations (see novations below).

Exchange Equalisation Account (EEA)
The government account at the Bank of England in 

which transactions in the official reserves are recorded.

Exchange reserves in sterling 
That part of the reserves of overseas countries deposited 

in the United Kingdom and denominated in sterling. 
They are UK liabilities to overseas central monetary 
institutions and international organisations, and consist 
of British government stocks, banking and money market 
l i ab i l i t i es  denomina t ed  in s t e r l i ng ,  and 
non-interest-bearing notes held by international 
organisations other than the IMF. They are part of 
"Sterling balances".

Export credit
Credit extended overseas by UK institutions primarily in 

connection with UK exports but also including some credit 
in respect of third-country trade.

Export credit; identified long-term
Credit extended by UK banks under the ECGD’s buyer 

credit and specific bank guarantees schemes (see also 
notes on page 51).

Export Credits Guarantee D epartm ent (ECGD)
A government department whose main function is to 

provide insurance cover for export credit transactions.

Financial gold
See "Gold".

Glossary

these countries for all years. The former GDR is only 
included in Table 9.1 from mid 1990.
Rest o f Western Europe: Austria, Andorra, Faroe 
Islands, Finland, Gibraltar, Iceland, Malta, Norway, 
Sweden, Switzerland, Turkey, Vatican City and 
Continental Shelf (foreign part).
North America: USA, Canada, Puerto Rico, Greenland, 
and St. F^erre and Miquelon
Other OECD countries: Australia, Japan and New 
Zealand.
Oil exporting countries: Algeria, Bahrain, Brunei, 
Equador, Gatx)n, Indonesia, Iran, Iraq, Kuwait, Libya, 
Nigeria, Oman, Qatar, Saudi Arabia, Trinidad and 
Tobago, United Arab Emirates and Venezuela. 
European Community: comprises the European 
Economic Community (EEC), the European Atomic 
Energy Community (EURATOM) and the European Coal 
and Steel Community (ECSC). The EEC is responsible 
for the administration of several funds: the European 
Social Fund, Regional Development Fund and the 
European Agricultural Guidance and Guarantee Fund 
(known by the initials of its French title: FEOGA). Also 
within the EEC is the European Investment Bank 
(EIB), set up to contribute to the balanced development 
of the Community.
International organisations: The United Nations and 
its specialised agencies; the International Bank for 
Reconstruction and Development (IBRD), the 
International Finance Corporation (IFC), the 
International Development Association (IDA) and other 
international organisations. Transactions with the 
International Monetary Fund (IMF) are treated as 
separate items in the accounts.

G o l d
In the accounts a distinction is drawn between gold held 

as a financial asset (financial gold) and gold held like any 
other commodity (commodity gold). Transactions in 
commodity gold are recorded in the visible trade account 
and include overseas trade in finished manufactures 
together with net domestic and overseas transactions in 
gold moving into or out of finished manufactured form (i.e. 
for jewellery, dentistry, electronic goods, medals and proof 
- but not bullion - coins).

,-fi
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Financial Leasing
See "Leasing".

f.o.b. (free on board)
The seller’s price includes all charges in placing goods 

into wagons, on board ships/aircrafl, etc. at his own port.

Foreign currencies
All currencies except UK sterling.

General government
UK central government and local authorities.

Geographical analysis
The geographical and economic groupings used in most 

tables are as follows:
European Community member countries (EC 
cown#ric«);Belgium, Denmark, France, (Jermany 
(including the former (jerman Democratic Republic), 
Greece, Irish Republic, Italy, Luxembourg, Netherlands, 
Portugal (including Azores and Madeira) and Spain 
(including the Canary Islands). Although Greece did not 
become a member until January 1981 and Portugal and 
Spain until January 1986, the fiĝ ures in tables include

All other transactions in gold (i.e. those involving 
semi-manufactures such as rods, wire, etc, or bullion, 
bullion coins or banking-type assets and liabilities 
denominated in gold, including the official reserves) are 
treated as financial gold transactions and included in the 
capital account. (See also notes to sections 2 and 7). The 
distinction between commodity and financial gold differs 
from that drawn by the IMF, in its Balance of Payments 
Manual (4th edition, 1977), between non-monetary and 
monetary gold. The United Kingdom has adopted 
different definitions to avoid distortion of its visible trade 
account by the substantial transactions of the London 
Bullion Market.

Gold subscriptions to IMF
Made when quotas were increased in March 1966 and 

November 1970.

Government
When used without qualification this means the central 

government of the United Kingdom.
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Gross
This item is used in balance of payments terminology as 

the antithesis of "net".

Im port credit: long-term agreem ents 
Credit received on imported ships, commercial aircraft 

and certain North Sea installations.

Inter-company accounts
Accounts recording transactions between parent and 

subsidiary or associated companies, and balances owed by 
one to the other.

Interest, profits and dividends 
All interest, profits and dividends accruing to UK 

residents from non-residents or payable overseas by UK 
residents, after deduction of local taxes and after allowing 
for depreciation. The balance on credits and debits equals 
"net property income from abroad" as shown in the 
National Accounts.

International M onetary Fund (IMF)
A Fund set up as a result of the Bretton Woods 

Conference of 1944 which began operations in 1947. It 
currently has 146 member countries including most of the 
mqjor countries of the world with the exception of some of 
the Sino-Soviet bloc countries. The Fund was set up to 
supervise the fixed exchange rate system agreed at 
Bretton Woods and to make available to its members a 
pool of foreign exchange resources to assist them when 
they have balance of payments difficulties. Further 
definitions relating to the IMF are given in the IMF 
section, 1981 and earlier editions of this publication; see 
also "Special Drawing Rights".

Intervention Board for A gricultural Produce
The UK agency which operates the support 

arrangements of the EEC Common Agricultural Policy 
within the United Kingdom.

Investment
In a balance of payments context this is categorized as 

of either a direct or portfolio nature. See appropriate 
headings for definitions.

Investm ent currency pool
A pool of foreign currency, maintained when exchange 

controls were in force, originating mainly from the sale 
abroad of foreign currency securities owned by UK 
residents. The currency normally commanded a premium 
over the official exchange rate. The pool could be used by 
residents of the Scheduled Territories and was used 
mainly to enable portfolio investments in foreign currency 
securities to be transferred amongst residents; other uses 
included, to a small extent, the financing of direct 
investments abroad and the purchase of properties 
abroad. It disappeared with the abolition of exchange 
controls during 1979.

Invisibles
Transactions in services, interest, profits and dividends, 

and transfers (other than capital transfers).

Invisibles balance
The balance of invisibles transactions.

Leads and lags
International payments for goods, services, or financial 

assets which have been accelerated or delayed. If
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unrecorded within the capital account, these amounts will 
fall into the balancing item (see note on page 6).

Leasing
In the balance of payments accounts all financial leases 

and some long-term operating leases (eg for aircraft) are 
regarded as loans to finance the purchase of goods. The 
lessor thus makes a loan to the lessee who subsequently 
repays this with interest. The lessee is regarded as the 
purchaser of the goods. The capital transactions involved 
are recorded under "Trade credit" or, in the case of 
transactions by specialist UK leasing companies, "Other 
lending and short-term assets". Interest is recorded in the 
corresponding place in the interest, profits and dividends 
part of the current account.

Liabilities
In balance of payments terminology, liabilities are the 

financial claims of non-residents. See also "assets".

Local authorities
Elected councils responsible for the administration of 

certain services in particular areas within the United 
Kingdom.

M erchanting
Profit on third-country trade in goods. See notes on page 

28.

Miscellaneous financial institutions (MFIs)
Includes institutions residentin the Channel Islands and 

Isle of Man that are not UK banks. They also include 
certain institutions, not classified as UK banks, whose 
main function is to extend credit abroad and certain listed 
institutions in the London Bullion Market which are not 
UK banks.

Monetary gold
See "Gold".

Monetary sector
Introduced from the beginning of 1982 and synonymous 

with UK banks. The use of the term was phased out for 
statistical purposes from late 1989. See UK banks and 
Miscellaneous financial institutions.

Navy, Army and Air Force Institute (NAAFI)
A body which provides goods and services for the use of 

the UK forces overseas.

Net
In this presentation of the balance of payments accounts, 

the term "net" is generally applied only to transactions in 
financial assets or liabilities: purchases of assets(-) are 
recorded net of sales(+); similarly with liabilities. In the 
current account the term "net" is used only in relation to 
the services earnings of UK financial institutions and 
means earnings after deduction of the relevant overseas 
expenses of the institutions involved. Elsewhere in the 
current account, where the operations of UK and overseas 
residents are taken together in particular transactions 
areas, the term "balance" is used.

Non-monetary gold
See "Gold".

Novations
This term defines the reassignment of debt (for balance 

of payments, usually overseas debt) of public corporations
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to central government following the privatisation of the 
public corporation. This does not normally change the 
overall balance of payments situation as the debt is still 
rpcrarded as a UK liability.

Official records of transactions
These include those of government, and of the Bank of 

England acting as agent for the government.

Official reserves
The UK official holdings of gold, convertible currencies. 

Special Drawing Rights, and changes in the UK reserve 
position in the IMF. From July 1979, includes European 
Currency Units acquired from swaps with the EMCF,

Operating leasing
See "Leasing*

Overseas
Outside the United Kingdom. In some contexts 

"extemar or "abroad" are used, with the same meaning. 
("Foreign " connotes nationality, eg foreign ships means 
ships registered abroad.) See notes on "residence" on page 
6 .

Parent
In a balance of payments context this means a company 

with direct investments in other countries.

Pink Book
The name given to this and other issues in the annual 

series United Kingdom Balance o f Payments.

Portfolio investment
Investment in securities issued by overseas registered 

companies, other than that classed as direct investment, 
and in securities issued by overseas governments. 
Securities covered are those having an original contractual 
maturity of more than one year and those with no fixed 
maturity (eg ordinary shares). A portfolio investment does 
not entitle the investor to any significant influence over 
the operations of the company or institution.

Private sector
Privately-owned companies and 

(including persons operating as 
partnership).

the personal 
sole traders

sector 
or in

Public corporations
These are public trading bodies which have a substantial 

degree of financial independence from the public authority 
which created them. A public corporation is publicly 
controlled to the extent that the public authority, i.e. 
central or local government, appoints the whole or a 
majority of the board of management.

Public sector
Central government, local authorities and 

corporations (see also "General government").
public

Refinanced export credit
Identified long-term credit extended for UK exports 
initially by banks and refinanced with the ECGD, the 
Trustee Savings Banks and the Central Trustee Savings 
Bank.

Related companies
Branches, subsidiaries, associates or parents.

r
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Related im port or export credit 
Trade credit between related companies included in 

direct investment.

Reserves
See "Official reserves" and "Sterling balances".

Residents
These comprise the general government, individuals, 

private non-profit-making bodies serving households, and 
enterprises, which lie within the territory of a given 
economy. For a fuller discussion of the criteria used for 
defining residence see the notes on "residence" in the 
"General description of the accounts" page 6.

Royalties
A part of services. They represent payments for services, 

by, or to, UK residents in respect of the right to use 
processes and other information, eg licences to use 
patents, trade marks, designs, copyrights, etc.

Scheduled Territories
These were defined for the purposes of exchange control 

and, immediately prior to the abolition of control in 1979, 
comprised the United Kingdom, including the Channel 
Islands and Isle of Man and Gibraltar. The Republic of 
Ireland was included until the end of 1978.

Securities
This is a general term covering a large variety of types 

of stocks, bonds and shares. Shares (or equities) 
represent a title to ownership in a firm and a share in the 
profits, and stocks and bonds are loans which earn the 
lender a fixed interest return.

Services
Provision of services between UK residents and 

non-residents, and transactions in goods which are not 
freighted out of the country in which they take place eg 
purchases for local use by overseas forces in the United 
Kingdom and by UK forces overseas, purchases by 
tourists, etc. Transactions in goods which are freighted 
into/out of the United Kingdom are included under visible 
trade.

Special Drawing Rights (SDRs)
These are reserve assets created and distributed by 

decision of the members of the IMF. Participants accept 
an obligation to provide convertible currency, when 
designated by the IMF to do so, to another participant in 
exchange for SDRs equivalent to three times their own 
allocation. Only countries with a sufficiently strong 
balance of payments are so designated by the IMF. SDRs 
may also be used in certain direct payments between 
participants in the scheme and for payments of various 
kinds to the IMF.

Sterling Agreements
See "Capital transfers".

Sterling balances
A term in common usage referring to certain UK 

liabilities denominated in sterling to non-residents. These 
are exchange reserves in sterling ("official sterling 
balances"), and other non-resident holdings of banking 
and money market liabilities in sterling ("private sterling 
balances "). See "sterling liabilities" and "banking and 
money market liabilities '.
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Sterling claim s
These are, strictly, all external assets of UK residents 

denominated in sterling. In the balance of payments 
accounts the term is more usually used to define claims 
arising from sterling lending by UK banks to 
non-residents.

Sterling liab ilities
These are, strictly, all liabilities denominated in sterling 

of UK residents to non-residents, and include British 
government stocks, banking and money market liabilities, 
the inventory of inward direct investments in the United 
Kingdom and UK sterling stocks and shares held by 
non-residents. The term sterling liabilities is often used 
to refer to the limited group of liabilities known as 
sterling balances".o

Subsidiaries
Companies owned or controlled, according to section 736 

of the Companies Act 1985, broadly speaking, by another 
company which either holds more than half the equity 
share capital or controls the composition of the board of 
directors. Also included are subsidiaries of subsidiaries.

Suppliers* credit
Export credit extended overseas directly by UK 

other than to related concerns (see "Export credit").

Third country trade or cross-trade
Trade between two countries other than the United 

Kingdom, in which the United Kingdom may participate 
as an intermediary or by providing transport, insurance 
services or credit facilities.

Trade credit
See "export credit" and "import credit".

Transfers
These represent the value of goods, ser 

financial assets passing between UK resi( 
overseas residents without any quid pro quo.

and
and

Travel
The travel account gives the earnings from and 

expenditure on international tourism and business and 
other travel but excludes transport between UK and other 
countries. An international tourist is defined as a 
resident of one country who visits another country and 
stays there for a period of less than 12 months. This 
definition excludes travellers who visit another country to 
take up pre-arranged employment there, military and 
diplomatic personnel, merchant seamen and airline crews 
on duty.

86

Treasury bills
Bills denominated in sterling or European currency units 

issued by Her M^esty’s Government generally for periods 
of either one, three or six months.

United Kingdom (UK)
The United Kingdom of Great Britain and Northern 

Ireland. For balance of payments purposes residence in 
the United Kingdom involves a wider definition - see note 
on "Residence" on page 6.

UK banks
Strictly, all financial institutions located in the United 

Kingdom and recognised by the Bank of England as banks 
for statistical purposes up to late 1981 or as UK banks 
from then onwards, including the UK offices of 
institutions authorised under Banking Act 1987, the 
banking Department of the Bank of England, those 
institutions in the Channel Islands and the Isle of Man 
which have opted to adhere to the monetary control 
arrangements introduced in August 1981 and prior to 
their recognition as banks, the National Girobank and the 
TSB Group pic. This includes branches of foreign banks, 
but not the offices abroad of these or of any British-owned 
banks. An updated list of banks appears in each 
February’s issue of the Bank o f England Quarterly 
Bulletin. From the beginning of 1982 the term UK banks 
as used in the balance of payments accounts is 
synonymous with the monetary sector; since 1989, the UK 
monetary sector has been called the UK banking sector. 
In sections 7 and 8 prior to 1982 the term is sometimes 
used to include certain other financial institutions also. 
Further details are given in the notes to those sections; 
see also Miscellaneous financial institutions.

Visible trade
Transactions in goods which are freighted into/out of the 

United Kingdom.
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A
Administrative and diplomatic expenditure, 3.2
Advance and progress payments, G
Advertising, P29, 3.6
Affiliates, G
Arbitrage, G
Assets, G

summary of UK external assets, 1.1, 8.1 
Associated Companies, G
Average value indices - see 'Implied price indices’

B
Balancing item, G, P6, 1.1 
Baltic Exchange, 3.6 
Bank of England, G 
Banking, 3.6
Banking and money market liabilities, G
Bills and Acceptances, G
Bonds - see 'UK companies’ securities’
Branch profits, 5.2
British government foreign currency bonds and notes, 7.3, 
8.3
British government stocks, G, 7.1A, 7.3, 8.1A, 8.3 
Brokerage, 3.6 
Brokers, G

c
Capital transfers, G, 1.1, 1.4 
Cargo - dry and wet, 3.3 
Central bank borrowing from overseas 

monetary authorities, 1.1, 1.4, 7.6, 8.6 
Central Monetary Institutions, G 
Certificate of Deposit, G 
Chartered Surveyors, 3.6 
Chartering of ships, 3.3 
c.i.f. G
Civil aviation, P27. 1.3, 3.4 
Commission on UK imports, 3.6 
Commodity traders, P28, 3.6
Commonwealth Development Corporation, G, 7.5, 8.5 
Companies securities 

overseas investment in, 7.3, 8.3 
Constant prices, goods and services, 4.1 
Consultancy firms, 3.6 
Consulting engineers’ earnings, 3.6 
Counterpart items, G 
Coverage adjustments - visible trade, 2.1 
Current account, G 
Current balance, G

Dealers operating in Securities’ markets. 3.6, 5.1 
Deposits abroad-see ’External borrowing and lending* 
Direct investment, G 

earnings, 5.1, 5.2 
transactions, 7.1, 7.2, 7.2A 
stock of investment, 8.1, 8.2A 

Disbursements, G - Sea transport 3.3
- Civil aviation 3.4

European Community, G, 2.2, 3.2 
summary of UK transactions, 10.1 
general government transactions with institutions, 6.1, 
10.2

European Investment Bank, 7.6 
European Monetary System, G 
Exchange control, G 
Exchange cover scheme, G, 7.5, 7.6 
Exchange Equalisation Account, G 
Exchange rates, 11.1
Exchange reserves in sterling-see under ’Sterling balances’ 
Export credit G, 

transactions, 7.4, 7.5, 7.6 
earnings on, 5.1 
stock outstanding, 8.5, 8.6 

Export houses, 3.6 
Exports

goods; commodity analysis, 2.3
geographical analysis, 2.2 
summary, 1.3 
volume, 4.1

services; summary, 1.3, 3.1, 4.1
volume, 4.1

External sterling deposits - See under ’Sterling balances’ 
External borrowing and lending 

by United Kingdom banks, 7.1, 7.6 
by HMG, 7.6, 8.6 
by local authorities, 7.6, 8.6 
by public corporations, 7.5, 8.5 
by UK non-bank private sector, 7.1, 7.5, 8.1, 8.6 
interest on, 5.1

F
Films and Television, 3.6
Financial and other services, P27, 1.3, 3.6
Financial gold, G
f.o.b. G
Foreign military forces expenditure, 3.2, 3.6 
Freight and insurance - visible trade, 2.1 
Freight on cross-trades, 3.3, 3.4 
Freight on UK trade, 3.3, 3.4

G
General government, G 

invisibles, 1.3 
services, 1.3, 3.2
interest, profits and dividends (IPD), G, 1.3, 5.1 
transfers, 1.3 

Geographical analysis, G 
Gold - IMF transactions, 1.1, 1.4

value and volume and price indices, 4.1

EEA loss on forward commitments, G, 1.1, 1.4 
Euro-commercial paper, G 
European Currency Unit, G

Implied price indices - goods and services, P35, 4.1 
Import credit, G 

transactions, 7.5 
stock outstanding, 8.5 

Imports
goods; commodity analysis, 2.3

geographical analysis, 2.2 
summary, 1.3 
volume, 4.1

services; summary, 1.3, 3.1, 4.1
volume, 4.1 

Insurance, 3.6, 5.1
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Insurance underwriters and brokers, P28 
Inter-company accounts, G
Inter-government loans, 7.6
Interest, profits and dividends,G, 1.1, l.o, 5.1
International Development 
International Monetary Fund (IMF), G

UK transactions, 7.6 j ^
Intervention Board for Agncultural Produce. G 
Investment - see ’Direct investment, Portfolio

investment’ G
Investment currency pool, G

^"S^niactions - see ’Services’, ’IPD’ and Transfers’

Land transport, 3.6
Leads and Lags, G • /  ̂ c i
Leasing by specialist finance leasing companies, G, 5.1
Liabilities, G  ̂ o i

summary of UK external liabilities, 1.1, o.l
Lloyd’s

insurance, 3.6 
register of Shipping, 3.6 

Local authorities, G 
borrowing, 7.6, 8.6 
deposits, 7.6, 8.6 
securities, net issues, 7.3, 8.3

m
Management and economic consultants, 3.6 
Military expenditure and receipts, 3.2, 3.6 
Miscellaneous financial institutions, G 
Monetary sector, G 
Money market brokers, 3.6

Navy, Army and Air Force Institute (NAAFI), G, 2.1 
Net, G
Net’acquisition of loan and share capital-direct invest, 7.2 
Non-interest-bearing notes, 7.1A, 7.6, 8.1A, 8.6 
North Sea oil and natural gas companies, 3.6 
Notes and coin, 7.6, 8.6

Official reserves, G 
transactions, 1.4, 7.1, 7.6 
levels, 8.1, 8.6

Oil - exports and imports, 2.3, 4.1
Oil companies: overseas investment in UK, 7.
Overseas students, 3.6
Overseas Trade Statistics - see ’Visible trade

Passenger revenue - see ’Sea transport’, ’Civil aviation
Pension funds, 5.1 
Portfolio investment, G 

earnings, 5.3 
transactions, 7.3 
stock of investment, 8.3 

Private sector, G 
Process engineers, 3.6

Profits of branches, 5.2 
subsidiaries, 5.2 

Public corporations, G 
borrowing abroad, 7.5, 8.5 
issues abroad, 7.3, 8.3 

Public sector, G

Refinanced export credit, G 
Reimbursement by EC for NHS treatment, P26 
Residents, G
Revaluation of assets and liabilities, P63 
Royalties, G, P29, 3.6

Scheduled Territories, G 
Sea transport, P26, 1.3, 3.3 
Securities, G
Services, G, 1.1, 1.3, 3.1, 4.1 

between related companies, 3.6 
Shares - see ’UK companies’ securities’ 5.3 
Solicitors and barristers, 3.6 
Special Drawing Rights, G 

allocation to UK, 1.1, 1.4 
in official reserves, 8.6 
exchange rate with sterling, 11.1 

Sterling balances, G 
transactions, 7.1, 7.1A, 7.6 
stock outstanding, 8.1, 8.1A, 8.6 

Subscriptions to international organisations, 6.1, 7.6
Subsidiaries G

Telecommunications and postal services, 3.6 
Terms of trade, 4.1 
Trade credit

see ’export’ and ’import credit’
Trade in ships - visible trade, 2.1 
Transfers, G, 6.1
Travel, G, 1.3, 3.5 ,
Treasury bills, G. - see also under ’Sterling balances

u
UK,G
UK banks, G

direct investment, 7.2. 8.2 
portfolio investment, 7.3, 8.3 
other transactions, 7.4, 8.4 

UK companies’ securities, 5.3 
Under-recording of exports - visible trade, 2.1
Unremitted profits, 5.2
Unit value indices - goods, P35, 4.1

V
Visible trade, G

commodity analysis, 2.3 
geographical analysis, 2.2 
summary, 1.1, 13, 2.1 

Volume indices, P35 
goods, 4.1 
services, 4.1
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