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Introduction

This publication has been prepared by the Central Statistical Office 
in collaboration with other government departments and the Bank 
of England. It contains estimates of the United Kingdom balance of 
payments for each of the calendar years 1969 to 1979. In addition, 
summary estimates for the years 1958 to 1968 are shown in Tables 
1.1 and 1.2. Where tables relate to years other than 1969 to 1979, the 
years covered are noted in the list of contents. The corresponding 
estimates for earlier years from 1946 were given in United Kingdom 
Balance o f Payments 1971 and also in Economic Trends Annual 
Supplement, 7579 and later editions.

Changes in content
There are no new tables in this edition but a number of series are 
new or have been changed significantly. The tables affected are in
dicated on the Contents pages.

With the abolition of exchange controls during 1979, the cir
cumstances governing financing changed between the first and 
second halves of the year. As a result It has been decided to drop 
from this issue the section included in recent Pink Books dealing 
with private investment—its financing and effect on the balance of 
payments. The more detailed analysis of direct investment transac
tions included in last year's Pink Book in terms of gross investment 
and gross disinvestment covered only years up to 1977 (details for 
1978 not being available at that time). These two tables (previously 
numbered 9.3 and 9.4) have now been updated to 1978 and copies 
can be supplied on request.

The series of related export and Import credit included in former 
Pink Books (Tables 8.7,8.8 and 12.7 of the 1979 edition) have been 
shown to be incomplete and not reliable, as the transactions con
cerned are not, in general, separately identifiable in companies' ac
counts. These series are no longer shown separately in this edition 
but their value is still included in the direct investment figures.

An index has been added at the end of this edition giving table 
references for a selection of items.

carried back to earlier years as appropriate. Changes over the last 
year include:

Visible trade
The revisions to the visible trade statistics back to 1970 arose from a 
general review of the coverage and valuation adjustments (see 
Table 2.2). In particular the adjustments for diamonds exported 
and imported without change of ownership, for exports of books 
by letter post not included in the Overseas Trade Statistics, and the 
estimates of freight on imports have been revised extensively.

Invisibles
Receipts by UK companies for research and experimental develop
ment work, carried out for unrelated organisations overseas, are 
now included in 'Other services' credits (Table 3.9). The estimate 
for 1975 is based on a Department of Industry survey and notional 
estimates have been made for other years.

UK earnings from consultancy work by engineers, architects and 
quantity surveyors were already included in 'Other services' credits 
(Table 3.9). Estimates have now been added for consultancy ser
vices not previously covered. The main areas covered in the series 
are technical advice, feasibility studies, design, project planning, 
management, computing. Industrial relations and finance.

The sea transport account (Tables 3.3—3.5) has been revised to 
exclude any payments to road and rail operators who carry UK Im
ports. Rough estimates have been made for UK road haulage 
operators' receipts from carrying UK exports and overseas road 
and rail operators' receipts from carrying imports. These appear in- 
distinguishably in 'Other services—other' (Table 3.9).

Government transfers are identified In more detail than 
previously (Table 7.1).

Estimates of overseas oil companies' earnings and investment in 
the United Kingdom in 1977 and 1978 have been revised to bring the 
treatment of deferred tax, particularly petroleum revenue tax, into 
line with balance of payments definitions (Tables 5.1 and 8.1).

Revisions
The estimates cannot be regarded as accurate to the nearest £ 
million. Some of the figures, particularly those relating to the latest 
years, may be revised when later and more complete information 
becomes available. Some of these revisions come from annual 
surveys such as the inquiries Into direct investment and unrelated 
trade credit, the results for 1978 having become available earlier this 
year. Some other surveys are conducted less frequently.

Additional revisions have resulted from further processing of the 
quadrennial survey for 1978 by the General Council of British Ship
ping. Also further information from the oil companies has resulted 
in revisions to the previous estimates of profits from overseas sub
sidiaries and changes to both net outward and net Inward invest
ment.

The abolition of exchange controls during 1979 has resulted in a 
loss of data in both the current and capital accounts of the balance 
of payments. In the current account this has mainly been in respect 
of private transfers debits and certain components of 'Other ser
vices' debits and notional estimates have been included for the later 
part of 1979. In the capital account estimates of portfolio invest
ment overseas have been made more difficult to produce although 
some returns are being made on a voluntary basis. Borrowing by 
companies from banks, etc. overseas is another capital item wnich 
has been seriously affected; the data source has been lost complete
ly. In each of these cases researches are In progress to develop 
substitute sources to provide estimates for the future.

Methods of estimation and consistency in treatment between dif
ferent items in the accounts are continuously being examined 
and,when improved series of figures are produced, revisions are

Capital account
Information on certain overseas transactions—especially those in
volving property—of United Kingdom financial institutions (e.g. 
pension funds) which is available from quarterly statistical en
quiries and which was not covered by other sources, has now been 
included (Table 8.5).

Quarterly and monthly series
Quarterly estimates of the United Kingdom balance of payments 
are published by press notice each quarter and details are Included 
with commentary In the March, June, September and December 
Issues of Economic Trends. Those published in March are provi
sional figures for the latest calendar year and revised figures are 
prepared during the summer, those 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 
Monthly Digest o f Statistics and, for the summary account and for 
the capital account in detail. In Financial Statistics. Monthly 
estimates of visible trade and the projected invisible balance (ex
pressed as a monthly rate), seasonally adjusted, are published in a 
press notice issued jointly each month by the Central Statistical Of
fice and the Department of Trade and subsequently in British 
business.

Symbols and conventions used
Exchange rates. Where estimates are based on data expressed in 
currencies other than sterling, the figures are as far as possible con
verted Into sterling at the rate of exchange at the time of the transac-
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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 involve a flow  of real 
resources, that is, of goods, services or property income, between 
the United Kingdom and the rest of the world; a change in the 
United Kingdom's foreign assets or liabilities; or a transfer pay
ment.

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

Structure
In the UK balance of payment accounts, transactions are classified 
Into main groups as follows:

Current account transactions covers exports and imports of 
goods and services, investment income and most transfers. 
Capital transfers cover certain transfer transactions identified as 
essentially of a capital natureisee below).
Investment and other capital transactions cover official long
term capital transactions, investment flows, changes in the 
balances of other countries held in the United Kingdom, trade 
credit, and certain other capital transactions.
Officiat financing covers changes in the official reserves, net bor
rowing from the International Monetary Fund, net transactions 
w ith other overseas monetary authorities and foreign currency 
borrowing by HM Government and by public bodies under the 
exchange cover scheme.
In principle all of these transactions should balance out because 

a flow  in one direction (e.g. an export of goods) must be offset by 
another (e.g. an inflow of foreign currency) and by conventional 
use of plus and minus signs, as described below, they should sum 
to zero. In practice however a 'balancing Item' is included to offset 
the sum of errors and omissions.

The way these various items are set out in the accounts is shown 
in summary form in Table 1.1 (page 8). Two important balances are 
drawn. First the current balance shows whether the United 
Kingdom has had a surplus of income over expenditure, and, taken 
with capital transfers, it shows whether it has added to or consum
ed net external assets in any period. Secondly, the accounts draw a 
line to show the total sum (current balance + net investment and 
other capital transactions + balancing item) that has to be met by 
(or contributes to) official financing.

Those transactions included 'above the line', within the balance 
for official financing, are'autonomous'. This balance is financed by 
the 'compensatory' or 'accommodating' items which are 'below 
the line'. The allocation of autonomous and compensatory tran
sactions is based on an assessment of the motivation of the parties 
involved. Broadly, transactions arising purely from business or 
commercial reasons (e.g. trade, transportation, investment) or 
political considerations (e.g. aid) are autonomous and those tran
sactions of a financing nature by the UK monetary authorities are 
compensatory.

Interdependence of current and capital transactions
There is some mutual interdependence between current transac
tions and the investment and other capital transactions.In some 
cases current earnings are directly and, in effect, permanently mat
ched in investment outflows (and vice versa); examples are the un
distributed portion of current earnings of overseas subsidiaries and 
associates (which appear as investment overseas) or any invest
ment taking the form of exports of machinery and equipment from 
the United Kingdom. In certain other cases current account tran

sactions are reflected in changes in the balances of other countries 
held in the United Kingdom. In all these cases current earnings do 
not directly affect the balance for official financing. In other cases, 
as when earnings on current account are accompanied by the ex
tension of trade credit, for example on exports, the flow  of capital 
or official finance associated w ith a particular transaction is defer
red or, when advance or progress payments are made, anticipated.

Sign convention
Under the conventions of the balance of payments accounts, credit 
(or positive) entries are recorded for real resources (goods, services 
etc.) that are exported, that is, fo r an outflow  of real resources. For 
consistency, positive entries are required also for the flows which 
reduce foreign assets held by the United Kingdom, or increase the 
United Kingdom's liabilities to non-residents. Conversely, the 
flows which increase the United Kingdom's foreign assets, or 
decrease the United Kingdom's liabilities to non-residents are 
recorded, like imports, as debit entries.

In concept every balance of payments transaction involves both 
an outflow  and an equal inflow (the treatment of transfer payments 
In the accounts is described on page 38). An outflow  of goods, 
recorded as a positive entry w ill give rise to  a negative entry, for ex
ample, an inflow of foreign assets to  the United Kingdom in the 
form of an increase in the United Kingdom's official reserves. The 
balance of payments accounts are thus analogous to a double
entry book-keeping system in which all the entries sum to zero. 
However, 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 tw o en
tries may not match each other precisely or may fall w ithin different 
recording periods. Furthermore w ith timing variations it is possible 
that entries which correspond in foreign currency terms, are con
verted to sterling at different rates of exchange. 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.

Residence
The United Kingdom is defined as including the Isle of Man, the 
Channel Islands and 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 per
manently 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 Forces, who 
enter—or leave—the country w ith the Intention of staying 
here—or abroad—for a year or more are regarded as migrants 
changing their residence. (It should be noted, however, that Ex
change Control, which used to provide some of the data, used 
three years rather than one year as the criterion for residence.) 
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. Government 
agencies operating abroad, such as embassies or military units, are 
regarding as residents of their home country. Agencies of business 
enterprises are regarded as residents of the countries in which they 
operate. Transactions through agents are, in general, treated as 
though made directly w ith the overseas principal, but commis
sions, etc. received by agents for their services are regarded as ac
cruing to theagent's country of residence. A  more detailed descrip
tion of the criteria adopted for defining residence is given on pages 
436-438 of National Accounts Statistics: Sources and Methods 
(HMSO, 1968).
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nmnCMT of difforani aourcoa and iha dagraa of accuracy aitamad 

coneiderabfv batwaan itama. Soma of Iha arrora ar>d om«- 
may ba p a rM a n t and larKt lo  ba In tha aama diraciion in all 

yaara Errora ara Miafy, to  aoma axtant, to offaai aach othar in any 
pamcuiar yaar but whara a balanca la drawn batwaan two ag- 
gragataa arvf tha balanca la amafl in ralatioo to  tha aggragaiaa, auch 
aa Iha currant balanca. tha proportionata arror attached to tha 
balanoa •  kabla to ba vary aubatantial Tha follow ing notea aasaaa 
tha oomparativa quahty of tha individual compooanta of tha annual 
aatimataa for tha latar yaara and tha mam points at which errors and 
orraaaiona mav ar«a.

Vtnbhtr9d9
Cuatoma ragulationa lay down a formula for the valuing of axpor 
and import marchandiaa on tha cuatoma entry fom » from  whici 
tha Tmd0 StatistKS are compiled. Some of tha balanca o 
payments adfustmants are based on comprehensive returns an< 
others on the results o f sample eriquiriea; any errors in them an 
thought to  be comparatively srTtsll. Any error in the estimate o 
total freK»ht on dry-cargo imports, w ill be offset by an equal and op 
poaiie arror in tha invisiblas account, since the same estimate is us 
ad aa tha starting point for the calculation of transport freigh 
debits. It is poasibla, however, that there is some inconsistency 
between the value of commissiorts assumed to  be included ir 
figures of exports and imports in the visible trade account ar>d thr 
estimate for aed its and debiu on commissions in Other services 
in the invisibles account. There may be rather less accuracy in the 
vaJuaiion of exports than in the valuation of imports, particularly ir 
the case of a series of consignments form ing part of a single large 
contract. The margin o f error in the estimates for visible trade n 
probably very small, although probably significant in relation to the 
visibls balance. A deacription of the special problems arising from 
errors in the recording of exports, and the allowance made for 
these distortions, is given on page 14.

tn v w d ^
Figures of government transections are based on records of 
government departments and can be considered good; any errori 
are generally lim ited to  minor tim ing discrepancies.

On See transport the figures relatir>g to  UK shippir>g operators 
sre based on the inquiries carried out by the General Council of 
British Shipping and tha margin of error ia unlikely to  be large, 
Th«»^ may, however, be appreciable errors in the provisional 
* * '” ^ *® * P ^w fo^d before the fu ll results of these inquiries became 
•vartaWe. Furtharmora although the estimates given here treat 

on voyage charter similarty in all years, the estimates for years 
prior to  1970. having been adjusted retrospectivety, are less reliable 
in this respect, though the balance of shipping transactions is not 
thought to be significantN aMected. Errors In the estimates of 

payments to  overseas shippirig operators arise from  two 
main aourcea: errors in the estimates of total freight charges on dry- 
^ g o  imports and errors in the estimates of the earnings of UK

companies from  the carnage of dry-cargo imports 
(domasbc tranaacbon). Tha formar errors are offset by equal and 
oppose  errors in the estimates of the f o.b. values of imports. It is 
therefore only the latter errors which affect the current account 

and theaa errors a rt probably relativefy small.
T^eeum eies in tha c ^e v m tfo n  account are conaidarad to  be

*̂̂ y * * ;  baaed on regular raluma from airfinaa arnl airport
fcrmormaa and on tha International Paaaenger Survey

^  travW expenditure have since 1962 been
Pataenger Survey and though 

to  sampfcng error and to daficianoaa in reporting, tha 
••ivnetae are more firm fy baaed than in aarliar years.

In vsKia terms about half of tha ftner>ae/ and other serwcei 
astimataa ara based on direct irxiuiriea of irKfustry and commarca 
but tha aatimataa for aevaral cradit itama ara darived from vanoua 
relatad mdicalors aryj ara ineviiably no mora than rough Though 
tha amount o f direct information available haa continuoualy in- 
craaaed, the totala for both cradita and debits under this heading 
must tt ill bo regarded aa subject to an appraciabla margin of arror 
In particular, errors ara likely to  anaa hare in diaiinguiahmg iranaac 
tio r^  between roatdenu and non rasidants.

Tha tnterest, profits end drvtdends arising from direct inveatmant 
are thought to  be reasonably satiafactorily maesurad both on tha 
credit and debit side, though the provisional aaiimatas for tha moat 
recent year are the lesa reliabla. However, eaiimatea of interest arxl 
dividends on portfolio investment are much less reliable than those 
on direct investment. Earnings from oil, taken In conjunction with 
tha entries for oil operations under visible trade, sea tranaport and 
investment and other capital tranaactiona. ara a lto  thought to give 
a reasonable indication of the effect of oil companies' transactions 
on the balance of paymentt. But the figures of oil earnings which 
are included under interest, p ro fiu  and dividends drffar in various 
ways from  the measure which is required of profits earned 
oversees; see note on page 3 ). The estimates for certain other 
elem entt of investment income vary in quality; the banking 
statistics returned to the Bank of England give adequate informa
tion on the balance of earnings from tha lerxling and borrowing of
overseas currencies, but other figures may be subject to greeter er
ror.

Prior to  the fourth quarter of 1979 estimates of private transfers 
debits were based mainly on exchange control data and are likely to 
be substantielly complete. Since 1966 transfer receipts have been 
based on information from other countries' balance of payments 
statistics.

fnvestment and other capita transactions 
Complete records of intar-government loans and other official 
capital transactions are available. The flows of private direct invest
ment are thought to  be adequately measured, but a substantial 
margin o f error attaches to the estimates for the moat recent year, 
which sre based on quarterly data.

From 1971 tha coverage of the estimates of outward and inward 
portfolio investment was improved by a Bank of England inquiry on 
overseas portfo lio investment.

The figures of changes in external s ta rlir^ iiabilitiaa and UK 
banks' net external liabilities/asaats in overseas currencies sre 
taken from  the regular returns made by banks and othar Unanda\ 
institutions to the Bank of Erigisnd. However, errors may arias 
through failure to recognise non-resident statua, etpecially where 
nominee accounts sre employed. Also the effects of exchange rate 
changes have to be allowed for when estimatir>g the aierling value 
of changes in net external liabilltiaa/aaaets in overseas currencies 
(see note on page 41).

The coverage of changes in unrelaied trade credit hat been im
proved over the years, particularly w ith tha development of the 
Department o f Trade inquiry, but the estimates for trad# credit re
main subject to s substantial margin of arror. The figures of other 
capital transactions are baaed on a variety of sourcea, and a number 
of gap# remain in theae astimatea.

Several series in the capital account were derived from exchange 
control sourcee and, w ith the abolition of controls in 
October 1979, are no longer available. Particulerty affected were 
those on borrowing from oversea banks, ate. ar>d outward port
fo lio  investment.

O ff K iel fmanang
The figures are bated on official records which sre precise; ad
justments sre made to bring them on to  s msrkel-relsied exchange
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rate basis (see page 74 anci 75).

Balancing item
The balancing item represents the net total of errors and omissions 
arising throughout the accounts and it has varied considerably in 
recent years. The main causes of fluctuations in the balancing item 
are likely to be, in part, timing errors in the recording of transactions 
and the corresponding payments, and also unrecorded capital 
flows. W ith these timing variations it is possible that amounts in 
foreign exchange are converted to sterling at rates of exchange 
which differ for the transaction and the corresponding payment. 
This discrepancy may be further affected where the transactor 
makes use of the forward exchange market. Unrecorded capital 
flows include short-term 'leads and lags' in the timing of payments 
which, like identified flows of short-term funds, are probably in
fluenced 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 rate. W ith the turnover on current ac
count of about £125,000 million a year, '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.

The balancing item has shown great variation over the 11 years 
covered in detail in this publication but it has been mainly positive. 
Despite a figure o f—£757 million occurring in 1972, the average for 
the 10 years up to 1976 is about -t- £100 million. The balancing item 
increased to + £3,186 million in 1977 when the timing of payments 
is likely to have been increasingly affected by the growing con
fidence in sterling during most of that year. Substantial positive 
balancing items also occured in the two following years w ith pre
sent estimates resulting in balancing items of + £1,772 million and 
-h £2,403 million for 1978 and 1979 respectively.

Treatment of the balance of payments in the natiortal 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 outputs of the various Industries.

Thus, domestic income of the United Kingdom is the income of 
United Kingdom residents arising from economic activity in the 
United Kingdom which includes the net exports of goods and ser
vices. A/af/ona/income includes, in addition, incomes arising from 
property held abroad including interest and profits earned abroad 
but less such income earned in the United Kingdom by non
residents. In the national accounts net property Income from 
abroad is equal to the net earnings from interest, profits and 
dividends in the balance of payments accounts. For consistency 
with the treatment of UK taxes on income, property income paid 
abroad in the International transactions table in the national ac
counts is measured before deduction of UK taxes: The tax 
payments are then deducted from the property income paid abroad 
to leave the interest, profits and dividends debits as recorded in the

% f  •

ling expenditure, final expenditure on the goods and services 
becoming available in the United Kingdom must include expen
diture by other countries (UK exports). Many of the available goods 
contain imported materials and some of the available services are 
rendered by overseas residents; expenditure on such goods and 
services therefore generates income and product not only in the UK

General description of the accounts

product measured as a sum of the expenditure is therefore equal to 
total final expenditure in the United Kingdom, including exports, 
on all goods and services less imports of goods and services. As 
w ith 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 the composition of the national income but 
they are shown in the sector accounts. For instance, government 
transfer payments appear in the current account of the central 
government and private transfer payments appear in the analysis of
personal income and expenditure.

The overall current balance plus capita! transfers 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 w ith opposite sign.

The capital transactions in the balance of paym ents- invest
ment and other capita! transactions, official financing, allocation o f 
SDR's and gold subscription to //W 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.

Refarances: National and financial accounts
A full account of the treatment of the balance of payments in the 
national accounts is given in Chapter XV (International trans
actions) of National Accounts Statistics: Sources and Methods 
(HMSO 1968).

Annual statistics of the national and financial accounts are 
presented in the annual Blue Book National Income and Expen
diture. Quarterly estimates of the main items are published by press 
notice and details of the national accounts are included, w ith a 
commentary, in the January, April, July, and October 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 publica
tion Financial Statistics. A reconciliation between the capital tran
sactions in the balance of payments accounts and the financial 
transactions of the overseas sector as shown in the financial ac
counts is included in the December issue of Financial Statistics 
each year.

References: General
'Drawing the line in the balance of payments accounts' 
P.V. Allin. Statistical News, February 1977.

Publications relating to other countries' balance of payments 
(publishing body shown in brackets).

Balance o f Payments Yearbook (IMF)
Balance o f Payments Yearbook (Statistical Office of the 

European Communities)
Genera! Statistics (SOEC)
Statistical Yearbook (UN)
Monthly Bulletin o f Statistics (UN)
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Summary tables
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Table 1.2 C urrent aocounti> £ million

'671

'  7)2

'  273

'UlO

S563- *

115 + m

£mAon

M  1979

-1 « 6  -3 « 4

«3<86

-18S3

3518 + 1 1 *  
1 772 ^ 2 « 3

1126 +17W 
-  + 196

-1016

191

-  378

,229

-  596

-  250

-1059

Credits
Exports (f.o .b .)

Services
General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial services*^1 
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
Other sen/ices

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

T ra r^e rs
General government 
Private

Total invisibles 

Total debits

Balances
Visible balance

Services
General government 
Private sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial services’l l  
Other services

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

Transfers
General government 
Private sector

Invisible balance
o f which: private sector ar)d public 

corporations: services and IPD

Current balance

1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968

3 406 3 527 3 737 3903 4003 4 331 4 568 4 913 5 276 5 241 6433

54 43 45 46 39 40 45 46 42 37 44

631 620 637 641 647 658 697 749 765 884 1 053

68 82 96 108 119 131 143 162 180 199 235

134 143 169 176 183 188 190 133 219 236

102 112 116 131 124 104 111 94 133 191 266

315 329 356 386 411 425 468 505 551 616 683

1 37 37 39 48 50 31
1 682 658 671 676 754 J 805 852 953 916 929 1 079

3 _ — — —

113 112 117 122 125 127 140 150 156 161

2 102 2 099 2 207 2286 2 402 2 515 2683 2 891 3 010 3 303

5 508 5 626 5 944 6 189 6 405 6846 7 251 7 804 8 286 8 544 10 291

3 377 3 642 4 138 4 043 4 103 4 450 5 111 5 173 5384 5 840 7 145

1QQ 188 260 278 290 314 315 311 331

586 606 671 675 668 679 734 748 760 901 1 018

60 64 78 85 97 104 116 134 149 169 201

152 164 186 200 210 241 261 290 297 274 271

209 221 243 247 252 263 283 311 338 360 414

1 r  170 162 179 214 228 272
1 389 396 438 422 420 •1 274 378 362 373 504
1

77 82 94 118 121

1

132 164 177 180 188 17b

99 91 91 92 101 118 135 142 157 189 229

1 771 1 812 2034 2099 2 147 2 271 2 502 2 674 2 789 2 993 3 419

5 148 5 454 6 172 6 142 6 250 6 721 7 613 7 847 8 173 8833 10 564

+  29 -  115 -  401 -  140 -  100 -  119 -  543 -  260 -  108 -  599 -  712

-  145 -  145 -  188 -  214 -  239 -  250 -  269 -  269 -  290 -  274 -  287

+ 45 +  14 -  34 -  34 -  21 -  21 -  37 +  1 +  5 -  17 + 35

+  8 + 18 +  18 + 23 + 22 +  27 + 27 + 28 +  31 +  30 +  34
-  18 -  21 -  17 -  24 -  27 -  53 -  71 -  97 -  78 -  38 +  11
+  102 + 112 + 116 + 131 + 124 + 104 + 111 + 94 + 133 + 191 +  266
+ 106 +  108 +  113 + 139 +  159 + 162 + 185 +  194 + 213 + 256 +  269

f  -  133 -  125 -  140 -  166 -  178 -  241
+ 293 + 262 + 233 + 254 +  334 1 + 5 3 1 + 519 + 575 + 554 +  556 +  575

-  74 -  82 -  94 -  118 -  121 -  132 -  164 -  177 -  180 -  188 -  179
+  14 + 21 +  26 +  30 + 24 + 9 + 5 +  8 1 -  28 -  44

+  331 + 287 + 173 + 187 +  255 +  244 + 181 + 217 +  221 + 310 +  439

• , • • » 1 1 4 9 1 + 750 + 734 + 795 +  858 + 578 + 1 190

+ 360 +  172 — 228 +  47 + 155 + 125 -  362 -  43 + 113 -  289 -  273

1. Figures for earlier years from  1946 were last published in United Kingdom Balance o f Payments 7577 and also in fconom rc Trends Annual Supplement later editions).
2. The figures fo r this item are obtained net of overseas payments and sim ilar earnings in the United Kingdom by overseas financial institutions are negligible. For these reasons 

this item appears as a credit entry only.
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Summary tables

616
6301

18® 22 337

S3 63®

36 617 44

1016 1145

1 265 1 289
3 230 5 539

2 165 2 628
846 992

16 393 20 856

53010 649*9

-  1546 -3 W

.  ®  '  a»
_ 27 + S3

- 2* ' S
* 958 ♦
,  1519 *  1
.  1438

,  574

.  1832

,  473

Table 1.3 Analysis of capital transactions and official finar>cing<n Emillion

Current balance

Caprtal transfers

Investment and other capital 
transactions

Official long-term capital

Overseas investment in UK public 
sector

Overseas investment in UK private 
sector

UK private investment overseas

Overseas currency borrowing 
or lending (netl by UK banks: 
Borrowing to  fir^n ce  UK 

investment overseas 
Other borrowing or lending 

(net)

Exchange reserves in sterling:
British government stocks 
Banking and money market 

liabilities
Other external banking and money 

market liabilities in sterling

Import credit 
Export credit 
Other transactions

Total investment and other capital 
transactions (item 3 to 14}

Balancing item

Balance for official financing
(items 1,2,15 and 16)

Allocation of SDR's
Gold subscription to  IMF

Total o/'/ferns 17 to 19

Official financtr>g

Net transactions w ith  overseas 
monetary authorities:
IMF
Other monetary authorities 

Foreign currency borrow ing (net): 
by HM Government 
by public bodies under exchange 

cover scheme
Official reserves (drawings on ( - f ): 

additions to  (•)

Total official

Item
number

1

1969 1970 1971 1972 1973 1974 1975

-f471 781 + 1 076 176 - 1  056 - 3  379 - 1  674

-  59 -  75

1976 1977 1978 • 1979

- 1  116 -  284 620 - 1  863

3 -1 0 0 206 -  274 254 —> 255 -  287 -  291 -  160 -  319 -  336 -  384

4 -  56 10 +  107 + 120 + 175 + 252 + 43 + 203 + 2 182 -  99 + 900

5 + 676 + 854 +  1 053 + 798 + 1 661 + 2304 + 1 699 + 2 070 + 3 188 + 2 640 + 2 883

6 -6 9 3 -  860 1 402 - 1  760 - 1  148 - 1  290 - 2  232 - 2  222 - 4  414 - 6  401

7 +  72 + 180 + 2B0 + 725 + 595 + 270 +  320 + 165 + 550 + 835 -  470

8 -1 1 0 + 292 + 191 254 — 60 -r 565 -  67 -  271 -  181 - 1  271 +  2 043

9 + 237 + 63 + 55 + 65 + 74 -  124 + 7 + 14 +  5 -  115 + 247

'0 + 77 + 130 + 658 + 222 + 87 + 1 534 -  624 - 1  421 -  24 4 + 518

n -  53 + 266 +  709 91 7 + 148 + 550 + 255 +  1 481 + 293 + 2580

'2 + 153 + 14 + 54 + 198 + 349 + 88 + 59 + 39 + 297 +  349 -  133

f3 -3 3 4 395 -  287 409 552 -  810 -  577 - 1  103 -  638 -  839 -  710

f4 -  46 + 186 + 105 402 — 141 -  67» + 292 -  696 +  141 -  557 + 97

15 -1 7 7 + 545 + 1 791 684 166 + 1 595 + 121 - 3  137 + 4 460 - 3  518 + 1 170

16 + 393 — 39 + 279 — 757 + 178 + 213 + 88 + 625 f3  186 + 1 772 + 2403

17 + 687 +  1 287 +  3 146 1 265 771 - 1  646 - 1  465 -3 6 2 8 +  7 362 - 1  126 + 1 710

18 + 171 + 125 124 — — — + 195

19 38 — —* —

20 +  687 +  1 420 + 3 271 1 141 771 - 1  646 - 1  465 - 3  628 + 7 362 - 1  126 + 1 905

21 -  30 134 -  554 415 + 1 018 + 1 113 - 1  016 -  596
22 -6 6 9 — 1 161 - 1  263 + 864 — -  34

23 — — — +  644 +  423 +  871 + 191

24 + 56 +  82 + 999 + 1 107 + 387 + 1 791 +  242 -  378 -  250

25 -  44 — 125 - 1  536 + 692 — 105 + 655 +  853 —9 588 +  2 329 — 1 059

26 -6 8 7 1 420 - 3  271 + 1 141 + 771 + 1 646 + 1 465 + 3628 -7 3 6 2 + 1 126 - 1  905

i

j

752 1. Assets: increase-/decrease+. Liabilities: increase-»■/decrease-

,  lW  
-  136

-2165

-  253 

,  1541 Table 1.4 Identified UK external assets and liabilitiest^)

Assets
Private sector 
Official

Total

Liabilities
Private sector 
Official
Other public sector 

Total

End o f year

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978

16 460 
2 157

16 978 
2 328

17 781 
2690

18 746 
5 247

23 459 
4 576

24 392 
5 323

24 808 
6 046

28 338 
6 413

36 364 
6 861

35 819 
15 739

40 387 
15 254

18 617 19 306 20 471 23 993 28 035 29 985 30

8 796 
7 739 

121

9 336 
7 168 

166

10 995 
5 763 

127

14 390 
5 444 

202

16 329 
5 441 

358

18 539 
5 952 

663

21 113 
8 360 

638

25 690 
9 790 

843

29 062 
13 737 

890

34 546 
16 763 

1 399

36 932 
14 423 
1 275

16 656 16 670 16 885 20 036 22 128 25 154 30 111 36 323 43 689 52 708 52 630

£ million

1979

46 888 
18 097

34 751 43 225 51 558 55 641 64 985

43 282 
14 158 

1 119

58 559

1. Becauseof the many inconsistencies in valuing the component series, and the omission of certain assets and liabilities whichare unidentifiable these estimatesare not an exact 
measure o f the UK’s external debtor/creditor position. See notes on pages 53 to  55 and Tables 11.1 and 11.2.

11
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Visible trade

Th« figures for •sports sod im portt of goods in th t balaoc* of 
peymenti repreeeni th« f.o .b . vtkM  (froa on board, i.a. asdoding 
ttia coats o f maurarKO §nd fraight) of goods laavtng or antanng tha 
Urviad Kirtgdom arxl wboaa ownanhip is transfarrad batwaan tha 
Undad Kngdom and ovariaaa raardants In ganarai thay a rt at 
martiat valuaa.

Tha hgurat ara baaad on iha Ovarsaai Tradb StMtnttca, compilad 
from HM Cuatoma a/Kj Escisa racords. to which ara mada cartain 
a d^tm an ts  for valuatioo ar>d covaraga to  brir>g tham to a balar>ca 
of paymants bas« Thaaa adfustmants ara daacnbad batow ar>d 
■ummanaad in Tabta 2.1.

Though, in ganarat, aU trade is recorded at market values, and ad- 
fustmants are made to convert other valuations to this basis, this 
canrxrt always be done satiafactonty. aspacialty In reapact of trade 
betw een Urvtad Kir>gdom c o m p a rt arxJ their overseas parents or 
afhbatas There ara difficulties also in valuing senes of export con- 
signmants forming parts of sirrgle large contracts.

Cartain a d ^ tm a n ti to  the market values are necessary for 
balarKa of payments purposes, and those are listed in the follow ing 
paragraphs

fm g h t %nd msi/rance
Imports in the 7>ada Statistics are valued c . l. f th a t  is. inclusive of 
the costs of insurance arnl freight from  the country o f cortsign- 
mant. In tha balance of peymants ihaea costs are deducted since 
^ •̂•Wbt end insurar>ce payments to foreign carriers ar>d irtsurance 
compamaa are irKluded in tha appropriate invisiblas item and those 
to  UK concerns are regarded as domestic trartsactiorts. But see 
rxdae on page 19 regarding the treatment of cargo irtsurance.

The sea and land freight element of the c .l.f. value of dry cargo 
imports is estimated by the Departments of Industry and Trade 
from the actual freight rates applicable to  a large sample of in- 
divtdual comrrx>drtiee imported from various sources. Estimates of 
payments for air freight are based on a sample examiriation of 
Customs entry forme srxJ the supportirig invoices. Oil freight is ob
tained from an annual enquiry conducted by the Bank of England.
IrwurarKe data are obtairted from  periodic enquiries made to the in- 
surarKe co m p a re .

Tha Green Round
The Green Money system of the European Community's Common 
Agricultural Pokey irwolves the payment or receipt o f mor>etarY 
co^tipenaatory amounts (M CA'sl on internatiorvil trade in rrK)at 
agrKufturai products The level of the MCA's depends on the ex
tant to which a mambar country s exchange rata has moved away 
from the so-ca«ed ‘green* rate o f exchange in which tha Commun- 
riys  mtervenbon prices are set. From 1973 to  1979, while sterling 

ireding at s rate below its green rata, MCA's generally took the 
of subsidies on imports and levies on exports. Prior to  May 

1976, MCA s on imports from EC countries were collected by the 
»rporter from the Intervention Board for Agricultural Produce in 
the United Kirtgdom and are included accordingly in receipts of 
dovernrrwni transfers. From May 1976. MCA subsidies on UK im 
ports from EC countries (other then Italy) were paid directly to the 
■ *P o ria rin ^  own country erxJ so were excluded from  receipis of

traoefers in the balance of peymenu accounts for the 
United Kaigdom This change meens that the basis o f valuation of 
•sports up to May 1976 differs from that used subsequently 

Ovw the yeers 1973-1977 the MCA's on imports from  other EC 
w w tn *  were not always traatad appropriataly in tha valuation of 
•»Vorts in the Ovarseaa Trada Statistics Hanca valuation ad
F « tT O ^h a va  baw^ rnad# to  anaure that aa far as poewbla invorts
from  olhw  EC countnaa at# valuwJ before d«luctk)n of tha MCA

payabla in tha Untied Kingdom before May 1976 and after daduc 
tion of tha MCA subaidy from  that data Tha adtusimanu also 
cover MCA i  payaNa to  the supplier on imports of dairy producu 
from New Zealand and sugar from African, Canbbaan and Pacific 
counifias. Other imports from third countriaa are baltavwi to have 
bean vahiad antiraly before cM uction of MCA subaidiaa and before 
addition of any duliaa. and axports before deduction of MCA iaviaa 
and bafora addition of any refunds In May 1977. imporiars ware
notified of the appropriaia mathod of valuation and no ad|ustmant 
baa baan r>acaaaary tharaaftar.

Othae valuation adfustmants
C ujfom * uplift Tha value of imports recorded in tha Trada 
Statistics is based on tha price they wouid fetch on sale in the open 
market batwaan a w illing buyer and a witlir>g satlar. In cartain rts-ts 
where the transaction is not an open msrkat one, lo r axampla soma 
transactions batwean related companies, the Trada Statmttc» 
value may exceed that paid or payable to the supplier abroad. As it 
is the laner value which is appropriate to  the balance of peymenu 
accounu an adjustment it  made to the Trada Statiatics figures 
Estimates of the amounu to be deducted are derived from a sample 
examination of customs antrv forma

Tha Overseas Trada Statistics record all goods imported whether 
Of not intended for use In the United Kingdom and whether or not 
entered under bor>d. They record all goods exported lr>cluding re- 
exporu and exports from bonded warehouses. Goods In transit 
through British poru are not included in the Oversees Trada 
Statistics.

The coverage adjustmenu made to  convert the Oversees Trada 
Statistics to  a balance of paymenu basis are set out in detail in tha 
ansuir>g paragraphs:

Sacond-harn! sNp$
Secofxl-hand ships sold or purchased whilst abroad are excluded 
from  the Trada Statistics but need to be irKluded in the balance of 
paymenu figures. Details about both purchases and seise of 
secor>d-hand ships are derived from  a number of sources including 
information provided by tha Garural Ragistar and Record Office of 
Shippir>g and Seaman, Government departmenu and various 
trada publicatioru.

Sacorui’har)d aircraft
From January 1978 exports srxf im poru of secor>d-hand aircraft 
were irKluded in the Trada Statistics. These irKlude aircreft tem
porarily importad for repair ar>d subaaquantly ra-axportad and 
thoaa tamporarily axportad for repair ar>d subaaquantly ra- 
imported. SirKa there is no change of ownership, this trade r>aads 
to ba excluded from the balance of peymenu figures. The value of 
this trade is o b ta ir^  from Customa' racords. Tha Pink Book 
figures from  January 1970 onwards have been revised on to Ihu 
basis.

Ships dairvarad abroad
Cartain new ships built abroad for UK owners are delivered in the 
first piece to  oversaes poru. Thaaa purchaaas ara not always recor
ded in the Trada Statistics but they ere appropriate to belerKS of 
paymenu figurae of im poru. Tha dauils are obtained from the 
seme sources as for secorxl-har>d ships.

NAAFI
Goods exported by the Navy. Army end Air Force Institute for ti 
use of United Kirigdom Forces abroad are irKluded in the Tra 
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defined -se e  general description of the accounts, page 5) they are 
deducted from the Trade Statistics for balance of payments pur
poses. The figures are obtained through returns received from the
Institute.

British components for US military aircraft 
These are excluded from the balance of payments figures of ex
ports for 1967 to 1969. See notes on US military aircraft and
missiles below.

Goods not changing ownership
The Trade Statistics include certain goods which are imported and 
exported without change of ownership. These are either returned 
goods or goods for processing. Returned goods include, for exam
ple, items such as contractors' plant temporarily leaving the coun
try. The value of these goods is estimated from claims made to HM 
Customs and Excise for exemption from duty. Where this method 
of estimation is used the same value is deducted from both imports 
and exports in the balance of payments accounts at the time of im
port. This probably results in some error in timing of exports, 
however, and in this event the error would be reflected in the balan
cing item.

Other coverage adjustments
These consist of the following adjustments:

Non-monetary gold. Imports and exports of gold (other than un
wrought refined bullion) were included in the T/ac/eSfaf/sf/cs from 
January 1978 and the Pink Book figures from January 1970 have 
been amended on this basis. For balance of payments purposes it is 
necessary to include also net sales of gold by the banks and the 
London Gold Market to industrial users. This information has been 
collected by survey conducted by the Bank of England.

Gold coin. This adjustment is no longer made.
Atomic energy materials. Imports and exports of certain atomic 

materials, including uranium ore, are omitted from the Trade 
Statistics figures. Details are supplied separately by HM Customs 
and Excise and included in the balance of payments figures.

Exports by letter post. The Trade Statistics do not include ex
ports from the United Kingdom by letter 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.

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 relates to additions and alterations rather 
than repairs and as such is more properly regarded as a component 
of visible rather than invisible trade. For work on UK-owned ships, 
an estimate is obtained from the quarterly Inquiry on capital expen
diture carried out by the Department of Industry; this estimate is an 
addition to the imports figure. An estimate for the work on 
overseas-owned ships is now derived by the Departments of In
dustry and Trade from various enquiries. These adjustments have 
been included in the figures from 1966 onwards.

Forces parcels. Parcels sent to the Forces overseas are recorded 
in the Trade Statistics, but since they are for UK residents (as 
defined—see page 5) they are deducted from the Trade Statistics 
for balance of payments purposes. A similar deduction is made for 
parcels sent to the United Kingdom by the Forces overseas. The 
figures to be deducted are based on returns giving the number of 
such parcels. The average value per parcel is obtained from sample 
checks.

North Sea installations
Adjustments have been made to imports from 1975 to cover certain 
goods imported directly from overseas to UK production sites in

the North Sea for which Customs and Excise documents were not 
submitted and which were consequently omitted from the 
Overseas Trade Statistics. They also cover revisions to the value of 
imported installations recorded in the Overseas Trade Statistics. 
The information is obtained from quarterly enquiries of the 
petroleum and natural gas industry. Included w ith the adjustments 
are drilling rigs delivered abroad and not included in the Trade 
Statistics, details of which are obtained from the same sources as 
for second-hand ships.

Three of the North Sea oil fields, Frigg, Murchison and Statfjord 
lie in both UK and non-UK waters and trade Involving these fields is 
allocated according to determinations of the respective shares of 
oil reserves. Thus, for example, only the UK 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-UK 
share of goods delivered from the UK to one of the fields w ill 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 cir
cumstances the contribution to (or reimbursement of) a proportion 
of the developmentcosts 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 (or exports) of goods.

The part of the Ekofisk pipeline from Teesside lying on the UK 
Continental Shelf is treated as Norwegian investment rather than 
UK investment. As a result an adjustment had been made to UK ex
ports in 1973 to include pipe laid in the UK sector of the Continental 
Shelf.

A similar adjustment to UK exports in 1976 has been made in 
respect of exports of pipe for one of the two pipelines from the 
Frigg field to the United Kingdom. The field is in both UK and 
Norwegian waters and one pipeline is treated as in Norwegian 
ownership while the second is in UK ownership.

In 1977, two oil platforms moved to Nonrt/ay for completion prior 
to their return to the UK Continental Shelf in 1978. Although these 
and their associated equipment were treated as exports on an 
Overseas Trade Statistics basis, they have been excluded from the 
balance of payments figures as no change of ownership took place. 
When the platforms returned to the United Kingdom only the 
foreign component of the value added to them while overseas was 
included in the balance of payments figures.

US military aircraft and missiles
In 1964, purchase began of a quantity of military aircraft and 
missiles, together w ith certain spare parts, from the United States 
under credit arrangements w ith the United States. Payments to the 
US manufacturers were made largely in advance of delivery, during 
the course of production.

In the Trade Statistics, the aircraft and missiles were recorded as 
imports when they arrived in the United Kingdom. However, in the 
full balance of payments accounts the purchases were recorded as 
imports in the period when payments to the US manufacturers 
were made. This treatment was a departure from the usual practice 
of recording imports when they arrive in this country but is consis
tent w ith the treatment in the national accounts of corresponding 
purchases from UK manufactureers; central government current 
expenditure on defence equipment includes progress payments 
made in advance of the delivery of the equipment.

Some components were purchased by the UK government from 
British manufacturers and supplied to the United States for incor
poration in the aircraft. These were included as exports in the Trade 
Statistics, but excluded from the balance of payments figures of 
exports (and from the visible balance) since they did not leave UK 
ownership and no payment was received from overseas.

A more detailed explanation of the treatment of these trans
actions in all headings of the balance of payments accounts
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b i Jun« 19SB t1 was announcod that axporti had boon undar 
raoo>dadbacamao<thafaituraofsoma0Kponaf»andag»ntsto sub- 
rrwt thaa documants. In August 1969 comprahansiva chocking of 
documants agaaisi ship and aircrafi marnfasts was introducad. to 
idsnoty tha conaignmants for which no export documents had bean 
raoawad HM Customs attamptad to obtain documents for such 
oorwigrvnants by contactir^ tha tradars corKarnad. and thair efforts 
succaaded at raduong urxfar-racording to  r>egligibla proportiorts by 
November 1969. Tha improvamant was not. howavar. maintairted 
ar>d so, in October 1971, r>aw procedures to erasure the fu ll recor- 
dmg of exports, for which powers ware taken in the Finance Act 
1971. were introduced. Sirtca that time regular assassrr>enta of tha 
quabty of recording have been made, resulting in the ad|ustmenu
shO¥vn.

Tha action to  improve recording in 1969 and 1971 also affected 
tha ftguree by speeding up the submission of some documents. To 
take account of this, it was neceesary to  make a deduction from  the 
recorded figures sir>ca there was r>o correspondirtg movement of 
pthar sh^Mnents or paynnents.

Annual adjustmena. based on the manifest checks, for the net 
under recording of exporu are shown in Table 2.1. The ad- 
lustmenis are included in Tables 1.1 and 1.2. The adjustmenu 
w hch are ir>cKidad, though not separately shown, in Tables 2.2and 
2.3 are notiortal and rounded, pro rata to the total allowances for 
urtderrecording.

o f tha figurae
To achieve cortsisier>cy w ith  the basis for estimatirtg other coun
tries external transactions — and the estimates of domcatic transac- 
bone given in the national accounts — exports and imports o f goods 
should be recorded at the tinr>e when the ownership of the goods 
* ^ ^ '0 * *  practice, however, no adjustment is made to the trade 
figures for differences in tim ing between charige in ownership arid 
the recording in the 7/»de Stst/st/cs.

The compilation of the Trade Stat/st/cs is geared to  the declara
tions made by exporters and importers virhich are received in the 
stauitical office of HM Customs arxf Excise. Registered traders are 
skowad a short period of grace before documents have to be 
preeanted at the ports. W ith certain exceptions, export documents 
are required to  be presented after shipment; the normal period of 
grace for ragieterad exporters is fourteen days, but this may be ex
tended There is a further interval before copies reach the statistical 
office. The effect of these lags is accentuated since the monthly pro
cessing of the exports statistics begins a few days before the erxl of 
the calandar month. Thus the figures for any calendar month relate 
on average to  goods passing through the ports in a monthly period 
*^ '***^ about the middle of that calendar month. Importers are 
iisusty raquirad to  present thair documants before they can obtain 
customs deerarKe and remove the goods. Moreover, the monthly 
total for imports includes those racorrM  in documents relating to 
the month which rm ch  the statistical office up to  the third working 
dsy after tha and of tha month. Thus the imports statistics corres
pond doeefy to  movamants through tha poru  during the calandar 
month

^  visible trade of the Uratad Kingdom
by com m odty «  by the aggregated standard international trade 
dseerficabon ISITC (Rev 2)) headings used in the Ovarsaaj Trade 
SmtmtKa. adh^tad for tha covaraga and valuation adjustrrwntx

above For example the ships and aircraft in tha coverage
ifKludad in tha finohad marnifacturad goods

• commodity headings shown correspond to tha fonowmg 
headings:

Food, baveragas and tobacco 
Basic matarials 
MinarsI fuela end lubricants 
Sarm-manufactured goods 
Finished manufactured goods 
Commodities and transactions 
classified accordino to  kind

Sections 0. 
Sactione 2, 
Section 3 
Sections 6, 
Sections 7.

Section 9

The analysis givw i in Table 2.3 of visible trade between the Umtad 
Kirigdom and major ecortomic groupings, is based on Overeeaa 
Trade StaftstKS virhich, apart from a small amount conveyed in low 
value consignments (in 1979consignments of lass than C200 In value 
eachl, are classified by country in detail. Ad|ustmenta sre applied 
to the trade statistics to  bnr>g their coverage and valuation on to a 
balance of paymenu basis. For some of these adjustments a coun
try analysis is available, for others not. For 1979 the position is 
shown in the follow ing table;

Series for which country detail is available 
Trade Stattst/cs (excluding low value 
trade)

BoP adjustments

C million 
iMporte tmports

42.669 48,375
-2.671 -1 .890

Series for which no country detail is 
available:

Freight on imports
Other BoP adjustments (ir>cluding low 
value trade)

-  -2,246

f6 8 4 -174

Total 40,689 44.080

Estimates of freight on imports are made regularly for broad 
balance of payments areas usir>g a sample of freight rates for 
representative goods. The resulting estimates w ill not be precise 
since freight rates actually charged w ill differ from those quoted. 
The sample rates are selected to be representative of (he area as a 
whole rather than individual countries w ithin the area. In (he case 
of low value trade and the other ad|ustments for which r>o country 
detail is available the allocation by area is even more arbitrary, bas 
ed on the values of trade recorded in (he Overseas Trade Statistics. 
In some cases the total itself is only estimated.

In the Overseas Trade Statistics imports are allocated as comirig 
from  the country from which (he goods are consignad; this is (he 
country from which tha goods were originally despatched to (he 
United Kingdom w ith or w ithout breakirig bulk in the course of 
transport but w ithout any commercial transaction in an in
termediate country. The country from which goods are consigned 
is r>ot necessarily the country of shipment, origin or manufacture.

Prior to  1974, exports were allocated to (ha country of consign' 
mant. From January 1974, however, exports have been allocated 
to (he country of destination, this is the country which at the tima 
of exportation is the final country to which the goods are being 
despatched from the United Kingdom. In practice there is little  d if
ference between this and tha consignment basis.

Goods consigned direct to  the United Kingdom from fishing 
vessels other than those of UK regisirstion ara classified as con
signed from the country in which the vessel is ragisterad. Exports of
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Visible trade

newly built sea-going ships are normally classified as despatched to 
the country of registration. Oil brought by pipeline from the 
Norwegian Ekofisk field to the Teesside terminal en route for other 
countries is excluded from the trade statistics altogether, as it does 
not enter into UK ownership. Transactions relating to North Sea 
fields jointly owned w ith Norway reflect the percentage share own
ed by the United Kingdom at the time.

In principle there are several ways in which import or export 
transactions might be attributed to countries. Criteria commonly 
used by other nations are: country of consignment; country of 
origin/final consumption; and country of purchase/sale. The 
merits of each system are compared in an article 'How different 
methods of country attribution affect trade statistics' by R W  Green 
in the 16 April 1978 issue of Trade and Industry.

The constituent countries of the groups analysed are shown on
pages 77 and 78.

References
Monthly estimates of the visible trade balance, seasonally ad

justed 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.l 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. The monthly 
seasonally adjusted figures, both on a Trade Statistics basis and on 
a balance of payments basis are published by the Department of 
Trade in the Monthly Review o f Externa! Trade Statistics. The vis
ible trade statistics are also the subject of regular articles in British 
Business and are later presented in summary form in the Monthly 
Digest o f Statistics and Annual Abstract o f Statistics. Annual 
statistics are also contained in an annual edition of the Overseas 
Trade Statistics o f the United Kingdom.

Table 2.1 Adjustment from  the Overseas Trade Statistics to  balance of payments basis. £ million

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Exports
Trade statistics (f.o .b .)

Coverage adjustments 
Second-hand ships 
Second-hand aircraft 
NAAFI
British components fo r US m ilitarv aircraft
Goods not changing ownership
Other

Total

Net adjustment fo r recording o f exports 

Exports-balance o f payments basis (f.o .b .) 

Imports
Trade statistics (cif)

Valuation adjustments 
Freight and insurance 
Green pound 
Other

Total

Coverage adjustments 
Second-hand ships 
Second-hand aircraft 
Ships delivered abroad 
Goods not changing ownership 
Other

7 352 8 170 9 289 9 906 12 657 16 910 20 198 26 162 33 331 37 382 42 804

33 -F 43 + 53 + 40 69 + 223 + 149 + 216 + 177 -F 175 + 239

-h 21 -  74 76 129 128 — 173 133 204 — 232 -  404 — 518

-  14 -  12 — 18 — 18 21 28 — 31 33 40 41 42

-  14 — — —

-  181 -  191 358 425 744 704 909 — 1 232 — 1 668 -  2 275 2 401

29 -F 54 + 50 + 49 + 84 + 85 -h 56 + 207 6511) •F 84 179

-  126 -  180 349 483 740 — 597 — 868 — 1 046 1 828 -  2 461 2543

+ 43 -F 161 + 103 + 20 82 — + 77 + 231 + 150 + 428

7269 8 151 9 043 9 423 11 937 16 395 19 330 25 193 31 734 35 071 40 689

8 317 9 163 9 980 11 301 16 067 23 513 24 431 31 584 36 978 40 930 48 467

-  718 -  820 889 948 1 282 1 582 _ 1 487 1 793 1 872 -  1 982 — 2 381
— + 19 + 40 + 81 + 64 + 30 — —

-  50 -  61 60 67 — 83 — 105 144 249 — 348 -  303 330

1 647 1 550 1 978 2 190 2 711-  768 -  881 949 1 015 1 346

-K 3 -F 5 + 4 •f 3 + 13 + 44 + 56 + 25 + 31 -F 22 + 81
-f- 29 -  85 106 112 132 — 147 137 — 269 — 317 -  478 540
-F 155 + 123 + 203 + 327 + 377 + 419 + 440 + 268 + 428 + 346 187

-  181 -  191 308 365 526 511 — 690 879 1 184 -  1 813 1 877
+ 49 -F 61 + 34 + 41 + 71 + 74 + 113 + 369 + 267 -  105 + 486

Total

Arrivals of US m ilitary aircraft and missiles 
Payments fo r US m ilitary aircraft and missiles

+ 55

-  187 
+ 61

-  87

-  22 
•F 10

-  173

-  10 
-F 5

-  106

-  1
+  5

-  197

-  2 
+  1

-  121 -  218 -  486 -  775 -  2 028 -  1 663

Imports-balance of payments basis (f.o .b .) 7 478 8 183 8 853 10 184 14 523 21 745 22 663 29 120 34 013 36 617 44 093

1. Includes a small valuation adjustment in respect o f parcel post.
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Invisibles: services
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This chapter covers the provision of services, e.g. shipping, in
surance, tourism, construction work, by residents of the United 
Kingdom to non-residents and vice versa. Thefull range of transac
tions included under 'services' is apparent from the tables in this
section and from the notes below.

These notes show that it has been found convenient to include in 
with services debits the value of goods which are purchased and 
used abroad. Similarly the credits figures include the net profits on 
goods bought and resold abroad. There are two reasons for this 
practice: the goods do not pass the UK customs boundary and are 
not therefore included in the visible trade account; and it is in any 
case very often impossible to distinguish goods from services in the 
records of expenditure abroad by, for example, UK shipping 
operators and by HM Forces.

General government (Table 3.2)
This section consists of:

(t) all credit and debit transactions in services between the UK 
government, including its employees stationed abroad, and 
overseas residents, unless these transactions are more ap
propriate to other Items in the accounts or cannot be allocated 
here.
(ii) the value of all transactions in goods by UK government in
stallations abroad (except for goods which have passed through 
HM Customs and Excise and have therefore been included in the 
visible trade account).

The figures for UK government overseas receipts and expenditure 
are obtained from returns provided by government departments 
having transactions w ith overseas residents.

Credits
European Community institutions
These services comprise receipts by the UK government for its ac
tivities as an agency for the collection of contributions to the Euro
pean Community budget and for the provision of services at the site 
of the Community's Joint European Torus project in 
Oxfordshire.

US forces' expenditure
These are receipts by the UK government from the United States 
forces stationed in the United Kingdom for supplies and services.

Other military receipts by UK government 
This item includes:

(I) receipts from offshore sales of goods to the United States 
government;
(ii) contributions from overseas governments towards common 
defence projects;
(iii) contributions from other NATO countries, from March 
1972, towards the cost to the United Kingdom of military 
facilities in Malta;
(iv) the value of goods held abroad and then handed over to 
overseas countries by the UK forces;
(v) the value of services provided in the United Kingdom and 
elsewhere to overseas residents by the services departments, for 
example military training schemes. Where no charge is made, 
however, such entries are offset under military grants.

Other receipts
These are the value of services which the government provides to 
overseas residents under its economic aid programmes and which 
are then offset under economic grants, plus miscellaneous receipts 
by the UK government from overseas countries.

Debits
Military expenditure 
The items included are:

(i) wage and salary payments to locally engaged staff of UK 
military bases abroad;
(ii) contributions towards common defence projects;
(iii) local drawings of pay by UK forces;
(iv) local purchases of food, equipment, fuel and services;
(v) payments by the Ministry of Defence, from March 1972, 
towards the cost to the United Kingdom of the use of military
facilities in Malta.
The items are recorded partly on a net basis, that is after deduc

ting receipts arising locally and receipts arising from the most re
cent Anglo-German offset agreement.

Administrative, diplomatic, etc. expenditure 
The operating costs of UK embassies. High Commission offices, 
consulates, British Council and Commonwealth War Graves Com
mission account for most of the expenditure under this heading. 
The wages and salaries of locally engaged staff and the local salary 
drawings of UK diplomatic and other non-military personnel sta
tioned overseas are also included.

Private sector and public corporations 
Sea transport (Tables 3.3 to 3.5)
Credits consist of the following earnings by UK operators: freight 
on UK exports, freight on cross-trades (a cross-trade is trade bet
ween countries other than the United Kingdom), passenger fare 
receipts from, and on-board spending by, overseas residents and 
receipts from the chartering of ships to non-residents; also includ
ed are disbursements in the United Kingdom by overseas 
operators.

Conversely debits comprise UK operators' disbursements 
abroad, plus payments by UK residents to overseas operators for 
time and voyage charters, freight on UK imports, and passenger 
fares.

UK operators
Statistics relating to UK operators are provided by the General 
Council of British Shipping (GCBS), formerly the Chamber of Ship
ping of the United Kingdom, which conducts inquiries into their 
participation in overseas trade. Since the war full inquiries, cover
ing all GCBS members, have been made in 1947, 1952,1958,1962, 
1966, 1970, 1974 and 1978, and sample inquiries in the intervening 
years since 1959. The sample results are grossed up by reference to 
the full inquiries on the assumption that the experience of the com
panies included in the sample is typical of the shipping industry as a 
whole, w ith appropriate adjustments for any changes in the size of 
fleet. For tankers from 1970, account has also been taken of the 
results of the Bank of England inquiries of the oil companies.

Earnings of offshore supply vessels are not included in 'Sea
transport' but in 'Other services'.

UK-owned and chartered vessels. The sub-division between 
ships owned by UK operators and ships on charter to UK operators 
involves a small amount of estimation, particularly in the allocation 
of disbursements abroad. In the balance of payments the definition 
of an 'owned' or 'chartered' vessel varies according to whether or 
not the UK operator is a UK resident oil company.

A ship operated by an oil company is regarded as being UK- 
owned if it Is owned by any UK resident company; all foreign- 
owned ships are classified as being on charter.

A ship operated by any other UK company is regarded as being 
UK-owned if it is either owned by that company or has been 
chartered in from other UK companies irrespective of whether it is 
UK or foreign-owned. Ships on charter to UK operators comprise
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ctw i f d m from  foreign thipocng oomp«n«« «v«n ft th« 
mm ownsd by •  UK comp«r»v.

CrvdMi lnth«GCBSinquinaa, for th« v M rt up to  190B, thoaom 
m gi from  frwght o f UK umltor oporator* w«r« uauaKy vahiod at 
AFRA (Avaraga Fraight Rata Ataaatmanta compMad by tha 
London Tankar Brokan' Panal). From 1970. tankar oparaiori hava

;ad to  rapon aarranga from  fra*ghi at atthar AFRA or an tn- 
tamal trarwfar prica. whrchavar baaw of valuation ia moat conva- 
niant. Tba char^ga in tha bmm of raporttr>g doaa not appaar to  hava 
aignificantfy affactad tha aanat.

Paaaangtr raoaipta from ovanaai raaidanta compriaa aatin^ataa 
of faraa arxf paaaar>gan' axparxfmira on board ahtp. Sinca UK 
•hipoamara ara not abla to  d ia tir^ tth  batwaan faraa racarvad from  
UK raaidanta and thoaa from  ovaraaaa raaidanti. faras coHactad 
abroad, which ara idantrfiabia, ara takan aa an astimata for faraa 
from ovaraaaa raaidanta (tha arrxxjnt of paasar>gar ravanua col- 
tactad abroad from  UK raaidanta ia thought to  ba an\all arrd ia 

imad to ba countarbaiancad by that coUactad in tha Unitad 
Kingdom from  foraign raaidanta). An aatimata of paaaangera' ax* 
parrditura on board ship ta added, taking the proportion for 
ovan aai  raaidantt' ahara of tha total to ba tha aama aa for fares. In 
tha yaan up to  1973, a small anrount has bean added to  allow for 
raoaipts from  the Australian govarnmant for amigranta' aaaistad

Tha vary small arrxMint o f pasaartgar revenue aarrtad by 
on tima or voyage-charter to  UK operators is irtcludad w ith 

tha aarrvr^gs of ships owned by UK operaton.
Dmbrti. Disburaamanu abroad irxriuda paymanu by UK 

oparaton for bunkan, caruM dues, maintartar>ca of shore 
aatabkshmanta, port charges, agartcy fees, handling charges, 
craws' axparxJitura, pilotaga ar>d towage, repair work, ships' 
storaa. light dues, other miacalianaous port expenditure abroad 
and wages of non raaidant craw paid abroad.

Ovarssaj oparsrors
Crmdfts These consist of disbunemanta (n tha United Kingdom 

by overaeat oparaton. Estimates for port charges, towage costs, 
handkng coats, agency fees, craws' expartditure and the cost of 
rapam are baaed on tha results o f occasional ir>quirios. ExparKliture 
on paotaga and light dues is assessed from  returns made to  the 
Departments o f Iryfustry and Trada by Trinity House, and on ships' 
ftoraa and bunkan from  returns provided by HM Customs and Ex- 
ciaa. Of aH these disbursements it is possible to  allocata only 
bur^ten saparataty into tha dry cargo artd tanker accounts. usir>g 
information suppifad by o il conrtparties. Thus there is an element of 
ovarstatamant in tha dry cargo credit item 'overseas oparaton 
(kabursamanta in tha UK' arxJ, this is offset by an equal ur>dantata- 
mant »n tha comparabla unkar account item.

Dmbfta, Estimatas of freight on imports, other than oil, paid to 
raaidanta ara obtained by deducting from  tha aetimataa of 

total freight on inxxxts by see dascribad on page 12, fin ily , 
aetimataa of tha tar>d-lag freighting indudad in thoaa figuraa, and
••condhr. GCBS astimstas of tha anxKmi earned by UK-oparatad 
•hipa for carrying UK imports.

1970, sabmataa of fraight on oil imports paid to  ovaraaaa
raa«lants ara baaad on inform ation made avaitabla to  the Bank of
Ertgiand by tha oA companies; official aatimataa have bean mad#

yean. Eatimataa of paaaangar fsraa paid to ovaraaas
•f'O ow nen are danvad mainfy from  tha raautta of tha International
Raaaangar Survey which is daacribad in tha notes below on

Other axpanditura by UK paaaangen on board ovenass
ifepping la inckidad, but rw  saparatafy tdanbfiad, in Travel' 
debits

(Tabla 3.61
reowpts by the British airknas from

rasidanis for paaaangar fsrsa, for tha carnage of UK axpona
oo CTOM irw lw . m «t and chanw Iwa. togMhw vimh 

daburaamanu In the U ntad Kingdom by ovanaas airknaa 
Dabrta compnaa axpandmira abroad by Britlah Airways and tha 

British ir>dapar>dant sirtinas on a irpoil chargee, crews' axpana 
charter payments, ate., together w ith p a y r^ ts  to
airlines by UK rasidaott for pa«Mngar fares, freight on UK imports 
and tha carriage of rnsii.

UK aiirAnaf
Th« iraoM ction* o f UK airfinM ara darivad from raturna aupphad
each quanar by B rilith  A irw ayi and (ha Brtliah indaoandant 
airlines.

CrmdttM. Passenger ravanua relates to sH bekats sold outside tha 
Unitad Kingdom and used on Bmish aircraft, logaihar w ith receipts 
from  carrying paaaangan' axcaaa baggage and vahiclas. Also in
cluded is passartgar revenue received from  ovarsaaa rasidants 
travailing on charter flights. Sinca h is not prscticabla to distinguish 
baiwaan faras for scheduled fligh u  racaivad abroad from UK 
rasidanu and overseas rasidanu it is assumed that all tickets sold 
abroad ara to overseas rasidanu and that tha small amount actually 
sold to  UK rasidanu is countarbalsncad by sales in the United 
Kingdom to overseas rasidanu (which ara not measured).

Other revenue comprisas recaipU from carrying ovarsaaa air
mails. racaipu from (ha leasing of aircraft, gross racaipu of sums 
due from overseas airlines under pooling arrangamanUsnd for ser
vices such as consultancy and angina overhaul.

Oeb/ts, Dwbursamanu abroad include airport larufing fees, other 
airport charges, hartdiing charges, purchases of fusi and stores, 
charter paymanu, craws' axpartsas, operating coau of overseas 
offices, commissions to aganu, advanising, sattlamanu of suma 
due to  overseas airlines under poolirtg arrangemanu and other 
miscallanaous expenditure abroad.

Ovarsaaa airUnms
Credits. These comprise expenditure in the Unitad Kingdom by 

overseas airlines on landing fees, other airport charges, hsr>d(ing 
charges, purchases of fuel and stores, crews' sxperues, office ren
tals and expenses, salaries arid wages of staff at UK offices, com
missions to  agenu and advertisirig. Tfie estimates ars baaed on in
form ation supplied to  the Civil Aviation Authority by the maiority of 
overseas airlines operaiir>g in the United Kingdom and on returns 
from the British A irporu Authority and rrxinicipsi sirporu on the 
receipu from overseas airlines for airport Isndtng fees and other air
port charges.

Dabits. The irrformation on passenger revenue is derived from 
the In ierrutioria l Passenger Survey; see notes on Travel' below. 
An estimated amount is added for expenditure of UK residenu on 
ftighu  between the Urvted Kingdom ar>d the Irish Rspublic, which 
are r>ot covered by the survey.

Estimates of to u t freight on mnporu by sir ars apportioned be
tween oversees airlines arid UK airlines by reference to the propor* 
tio ru  by weight of fo u l freight carried. Other debtu comprise 
peymenu (o oversees airlines for carrying UK airmails as reported 
by the Poet Office to  the CMI Aviation Authority.

Pmtaangm ravanua-^ vtaifors to tha Urytad Kingdom 
The allocation of UK and overseas sirlinas' passenger revenue bet
ween 'visitors to the United Kingdom' and 'other passengers' is 
derived from  the Interrutional Paseeriger Survey; sae r>otea on 
Travel' below.

T r M i (Table 3.7)
This covers personal expendrturs by UK residsnu in overseas 
countriss and by oversaes residentt in the United Kirigdom. The
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figures include certain items which might be more appropriately 
recorded in 'Civil aviation' or 'Sea transport' but which are not 
measured separately; these are (a) payments made abroad by UK 
-■esidents for transport within or between overseas countries, and 
(b) payments in the United Kingdom by overseas visitors for 
transport within the United Kingdom. The figures exclude the cost 
of air and sea travel to and from the United Kingdom; these 
payments, where they affect the balance of payments, are included
in 'Civil aviation' and 'Sea transport'.

The travel estimates are based primarily on the International 
Passenger Survey, the sample survey of air and sea passengers, 
conducted by the Office of Population Censuses and Surveys for 
the Department of Trade, which provides information on the 
numbers and expenditure of overseas visitors to the United 
Kingdom and UK residents travelling abroad. A detailed descrip
tion of the survey appeared in the Board o f Trade Journal for 23 
August 1963. Subsequent developments in the coverage of the 
Survey are described in articles included in the Board o f Trade 
Journalux\i\\ 1970 and thereafter in British business, formerly Trade 
and Industry, the most recent one being in the issue dated 7 
December 1979. Some of the more recent figures w ill be subject to 
small amendments, although these are not expected to be signifi
cant. The results of the International Passenger Survey are publish
ed as quarterly and annual features in British business. They are 
also published, in more detail, in the quarterly and annual Business 
Monitors MA6an6 MQ6 Overseas Travel and Tourism.

The survey distinguishes several purposes of visit. In Table 3.7, 
all except 'business' have been combined under the heading 
'leisure'. The main purposes Included in this category are holiday, 
visits to friends and relatives and study. All overseas visitors staying 
overnight in the United Kingdom en route to other destinations 
have been included under 'leisure'.

The table also gives figures for areas and individual countries. 
The countries are arranged in order of size of earnings and expen
diture, respectively, as at the most recent year.

The sample surveys do not cover travel between the United 
Kingdom and the Irish Republic for which estimates are derived 
from statistics published by the Irish Central Statistics Office.

TW

Fmanctal services (including allied services) (Table 3.8)
Items recorded under this heading are the earnings, net of ex
penses, of financial and allied institutions for services, including 
brokerage, merchanting, arbitrage, banking charges and commis
sions, unden/)/riting of capital issues, risk underwriting, and other 
insurance. It excludes services provided by UK head offices to 
overseas branches and subsidiaries, which are included in the item 
'Services rendered by UK enterprises' in 'Other sen/ices' (Table 
3.9). Other overseas receipts of financial institutions, for example, 
profits of overseas branches, subsidiaries and associates and 
receipts of interest or dividends, are appropriate to 'Interest, profits 
and dividends', and are recorded there. Table 6.1 brings together, 
from the various balance of payments classifications, the total net 
overseas earnings of financial and allied institutions.

Insurance
Overseas earnings of UK insurers, net of claimsand expenses, from 
risk underwriting and other Insurance, excluding profits of 
overseas branches, subsidiaries and associates of UK insurance 
companies and income received by UK head offices on portfolios of 
overseas securities, see note above. The figures of insurance earn
ings include the whole of the net earnings of UK insurers from 
underwriting risks on international cargoes. An offsetting entry is 
included in the debit side of 'Other services', representing all 
premiums for cargo insurance on UK imports, whether paid to UK 
or overseas insurers. This is similar to the Method B described in

Chapter 11 of the Internationa! Monetary Fund's Balance o f 
Payments Manual (Fourth Edition, 1977). The offsetting entries in
clude certain transactions between residents.

Estimates are based on returns made to the Department of Trade 
by the Corporation of Lloyd's, the British Insurance Association
and insurance brokers.

Banking
Net earnings of UK banks for services, including banking charges 
and commissions, arbitrage and undenwriting commission, but ex
cluding (i) net earnings on services rendered by UK banks to related 
enterprises overseas; (ii) net receipts of interest or discounts earn
ed on external claims and liabilities; and (iii) profits of the overseas 
branches, subsidiaries and associates of the UK banks; see notes 
above. Estimates are based on a periodic inquiry carried out by the 
Bank of England. The latest survey is in respect of 1976.

Commodity trading
This entry covers earnings from physical trade in commodities (in
dustrial raw materials and primary foodstuffs) between foreign 
countries which is handled by UK firms, and also net floNvs arising 
from transactions on commodity futures markets. Earnings from 
physical trade include commissions on brokerage and agency 
business, and earnings from merchanting. To conform with 
balance of payments accounting conventions, earnings exclude, 
so far as possible, the effect on earnings of changes in volume of 
stocks which UK merchants hold abroad for resale. Such stock 
changes are included as 'Other transactions' in the capital account.

The net flows arising from futures transactions cover the deal
ings of UK residents on foreign futures markets and the dealings of 
non-residents on UK futures markets. Theflows comprise commis
sions paid to members of markets through whom futures contracts 
are bought and sold, premiums paid fo r 'options' (i.e., the right to 
take up futures contracts at a fixed price during a given period 
ahead), and the settlement of 'differences' (i.e., the gains or losses 
caused by changes in price while futures contracts are held).

The estimates are provided by the Bank of England, and for 
1974-79 are based primarily on a survey of the invisible earnings of 
the principal U K commodity markets which the Bank carried out for 
three years from mid-1974. (Some results of the survey were given 
in an article 'Invisible earnings of the UK commodity markets', in 
the Bank o f England Quarterly Bulletin for March 1977.) An 
allowance is made in respect of other commodities not covered by 
the survey, based on broad indications from some of the trade 
associations concerned. Estimates fo r years up to 1973, when no 
statistics about flows from transactions on futures markets were 
collected, are much less reliable than those for 1974-79. They link 
the figures based on the recent survey w ith earlier estimates of 
earnings from physical trade which were derived mainly from ex
change control data.

Other merchanting
This item covers the profit on third-country trade in goods other 
than commodities (see definition above). Estimates are made by 
the Bank of England based on a survey carried out by the British Ex
port Houses Association. The latest survey is in respect of 1975.

Brokerage, etc.
This is composed of estimates based on information obtained an
nually by the Bank of England in respect of the following four items 
(which are shown separately in Table 6.1):

Baltic Exchange. Net earnings from commissions, brokerage, 
agency fees, etc., in respect of chartering and sales and pur
chases of ships and aircraft, and miscellaneous associated ac
tivities. Earnings on the Exchange's commodities section are in-
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cfcidwS In ttw  'Commodiry trading' figuras and sicKidad h«r«. 
SfDO* fjrcAanga fi|«t aarningi from Im , commm«ona, ar 
bitraga. undarwntmg of capital aauaa and managamant of In* 

itmant portfoboa for ovaraaaa cbanta. Raturna of ovaraaaa 
rnmga ara mada to  tha S tod i Exchanga by brobar mambara 

and tubm ittad via tha Bank of England.
U O f^9  Ragitrar o i 5/Mppmg Earninga from  faaa chargad for 
ahg> okaaaificattona and othar ralatad aarvicaa.
Ofhar 6<o*araga Thia incKjdaa iha comnmaalooa of gold and 
advar buiK>n daalara, nat ovaraaaa racaipta o f foreign axchanga 
brokara. managamant expanaaa on invaatmam portfolioe held 
for ovaraaaa cbanta, and othar miacallanaoua racaipta.

Soitctfon.
Faaa racaivad by aobotora from ovaraaaa diants ara mainly earnad 
in connacbon w ith aarvicaa providad by financial inatitutiona and 
ara tharafora incKidad hara. Tha eatimataa ara baaad on VAT 
ratuma from 1974 to 1977 but astimataa for othar yeora ara r>otional.

Othar (Table 3.91

Commiu fons. arc. on oxports and $n^>orts
Thaaa are aganu' comiaaiont from  auppliara and tha value of after
aalaB aarvica providad by tradara w ith  ade concaaaiona in
certain producta. Tha aatimaiea of commiaalona on impona ara
mada by applying appropriate percentages to the c .I.f. values of
importa o f varioua commoditiaa; thaae percentagea are derived
from aampla aurvaya conducted by Cuatoma and Exciae the lateat
of which ralataa to  1975. Eatimataa of commiaaiona on axporta are
obtainad from exchange control recorda w ith a notional aatimate
for tha fourth quarter of 1979 when r>o exchange control realric- 
bona ware in fo m

Tahcommuntcaftons and postai sarvrces 
Compnaaa overaeaa receipts arxJ expenditure arising from  
toonal talaphone, talagraph and telex servicea, tha UK aha 
aatallfie aystem Intelaai, submarine cablaa, leased circuits, 
er>d surface mail. Fiouraa ara aurmlMH hw i Ka P r^t

fdma and tah^taton
Tha figuras ara danved from  the Department of Trade annual in- 
quinaa Into overseas transactions in respect o f production costa, 
royatbaa, rentala and purchases of cinematograph film s and tele- 
vieion matanal A description of the latest inquiry is published In an 
•rbda  in Trada and industry dated 6 July 1979. A deduction is mada 
to eliminate the overlap between this inquiry and the purchases and 
xalaa of axpoaed cinematograph film s recorded in Ovarsaas Trada 
StatatKs and includad in axporta and importa of goods.

ffoyatbaa. ate.
Compnea amounu payabla or receivable by UK residents in respect 
of the right to use processes and other information, for 
axampia royattiaB, licences to  use patents, trada marks, designs, 
copyrights, ate., or manufacturing righu  and use of technical 
know-how', and amounts payabla or recarvablo in respect of 
mmeral royaltiaa. Royalties on printed msner. sound recordings 
and perfomvng rights are included, but film  royalties are included
“ 7 ^  televwon , Tha figures irKkida royalties between
^awted compemas. that is between parent companiaa arxl thaw 
owKhee. subaKkanaa and aaaociaios. Royaftias paid locally by the

subsidiwiae of UK parent companies, for axampla on the 
O^oAiction of oil. are not. however, included hare; like other pro- 
d u ^  costs, they are accounted for in arriving at tha net profit of 
th w  SkAMKbanas mdudad in Intaraat, profits and dividends'. A 
daacnpbon of the Oepartmani of Trada annual inquiry on royalties

$ 4

!4

m publithM l ragutarty In an anida In Bntith  6ui<nau Iha moal
racant ona balng dalad 4 July 1980 Tha lalaat turvay H In raipaci of 
1978.

Serwees randarad to, and by UK anrarpnaes 
These comprtsa all net charges for services randarad (excluding 
those incHidad above in royalties) between ratatad companias, in 
cluding management expanses, commissions, branches' contribu 
lions to head office expanses and subaidianea' and aaaociatos' con 
trrtHitions to directors' fees Tha astimatas are obtained from 
returns collectad by the Department of Trada which record the net 
amount debited or credited between parent companies and in
dividual branches, subsidiaries and associaies but exclude oil com
panies; see notes on Oil crediu ' on page 31

Agancy axpansas and advafttstng
The credits senes represents the value of advertising services pro
vided for non-residents by UK newspapers and other media and by 
advertisirig agencies.

The debits series mainly represents sales promotion costs, other
then agenu' commissions, incurred by unrelated companiea
overseas. Estimates are based on information from exchange con
trol records.

Construction work ovarsaas
This covers tha fees of consulting engineers, architects and quanti
ty surveyors engaged on projects overseas; and net earnings of UK 
building and civil engineering contractors, after deducting their 
local expenses, on projects managed directly from the United 
Kingdom; and the value of design and other work done in the 
United Kingdom by process engineering contractors for plants to 
be erected overseas. Estimates are based mainly on information 
provided by firms but are partly notional.

Expanditura by ovarsaas studants and journahsts 
The figures are obtained by applying estimaies of average expen
diture to  the number of overseas students and fournalista who are 
in the United Kingdom for twelve months or more. The expenditure 
of overseas students and journalists in the United Kingdom for 
shorter periods is recorded in Travel' credits. Some allowance is 
made for receipts from UK nationals living permanently overseas 
whose children are being maintained and educated in the United 
Kingdom.

Non-govarnmant racaipts from  foraign mditary forcas 
Comprise the personal expenditure of these forces and the pur
chase of goods and services by m ilitary establishments located in 
the United Kingdom from the private sector. The figures are deriv
ed largely from  information provided by United States military 
authorities but involve a certain amount of estimation.

OversM j govarnmants' aruS non-tarritohai orgarusattons' 
axparydttura
Comprises the coat o f operating and maintaining Commonweahh 
High Commiaston offices, foreign embassies and consulates In the 
United Kingdom, including the personal expenditure of diplomaik: 
staff, and similar experidiiure by the UK offices of non territorial 
organisations. The estimates are based on information supplied by 
the statistical offices of certain other countries and on numbers of 
diplomats stationed in the United Kingdom.

Services assoaatad w ith axptoratton for and production o f o 
r>aturai gas
The mam components of the credit item are work done ove 
by UK'Owried drillirtg rigs and offshore supply boats and by UK 
seismic survey contractors, the iiKome of UK residents from pro
viding aervicea to  the owners of foreign drilling ngs. and earnings 
from treating Norwegian oil arnf gas at the Seal Sands and St.
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Fergus terminals and for transporting Norwegian gas to the latter 
terminal.

The debit item comprises services such as the hire of drilling rigs 
and marine support vessels, consultancy, diving and surveys. The 
United Kingdom's share of the development costs of the 
Norwegian operated Frigg and Statfjord fields is included here to 
the extent that this expenditure cannot be allocated to visible trade.

These series exclude items which are more appropriate to and 
allocated to, other items in the balance of payments accounts (for
example, freight on exported goods).

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

In the 1974 and earlier issues of the Pink Book, the data was in
cluded unidentifiably within the oil companies' entries in 'Interest,
profits and dividends'.

Consultancy earnings n. e. /.
This series covers consultancy work undertaken in the United 
Kingdom or overseas other than by consulting engineers, ar
chitects and quantity surveyors. The main areas covered are 
technical advice, feasibility studies, design, project planning, 
management, computing, industrial relations and finance. Medical 
consultancy undertaken in the United Kingdom appears under the 
heading 'Travel'. For the most recent years, information has been 
obtained through the Nationalised Industries Overseas Group and 
the Management Consultants' Association and a notional amount 
added for consultants who are not members of either body. For 
early years, the estimates are notional.

Research and development.
This series covers research and experimental development work 
carried out by firms in the United Kingdom for unrelated organisa
tions overseas. The estimate for 1975 is derived from a survey car
ried out by the Department of Industry. An article on the survey 
was published in Trade and Industry, 24 June 1977. Notional 
estimates have been made for other years.

Other credits
Includes the remitted earnings of UK residents, such as enter- 

Table 3.1 Services summary

tainers, working temporarily overseas; earnings of UK computer 
services; earnings of UK road hauliers; subscriptions to UK profes
sional associations; a contra-entry for grants given by the UK 
government which are spent on services, other than education, in 
the United Kingdom; and other miscellaneous receipts. These 
estimates are based mainly on surveys and official records but 
some are notional.

Other debits
Includes insurance premiums on imports; see notes on 'Insurance' 
on page 19. Also includes the following other items which are 
shown separately on the credit side of the account: other payments 
for insurance and financial services, expenditure overseas by jour
nalists and students, and the net earnings of overseas contractors 
from work done in the United Kingdom. Also includes the net 
amounts remitted back to their home countries by temporary 
workers in the United Kingdom, such as entertainers; professional 
consultants' fees; payments for road and rail haulage overseas; 
private pensions; and other miscellaneous payments.

References
Sea transport. An analysis of the overseas receipts and 

payments of UK shipping companies is given in the General Council 
of British Shipping's publication British Shipping Statistics. An an
nual article describing the international activities of the UK shipp
ing industry appears in British business, usually in September.

Civil aviation. Information is published by the Civil Aviation 
Authority in CAA Monthly Statistics and CA4 Annual Statistics.

Travel. Articles on travel to and from the United Kingdom appear 
regularly in British business and fu ll results of surveys are published
in Business Monitors MQ6 and MA6.

Other services. The results of the annual enquiries by the Depart
ment of Trade into royalties, etc., services rendered by or to UK 
enterprises and films and television appear regularly in articles in 
British business and are published in greater detail in Business 
Monitor MA4.

British business articles. Each issue of this publication contains 
an index giving dates of publication of the most recent articles on 
the subjects mentioned above.

£ million

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

C urren t prices
Cradfts __

General government 48 51 59 72 104 110 139 215 240 318 34b

Private sector and public corporations
Sea transport 1 051 1 357 1 615 1 607 2 055 2 658 2 634 3 209 3411 3 143 J /0 \

Civil aviation 287 316 354 410 480 625 780 1 049 1 203 1 455 1 712

Travel 359 432 500 576 726 898 1 218 1 768 2 352 2 507 2 765

Financial services*^^ 356 439 471 529 601 777 1 014 1 286 1 371 1 519 1 579

Other services 739 805 918 1 036 1 221 1 522 1 896 2 491 3 041 3 429 3 835

Total credits 2 840 3 400 3 917 4 230 5 187 6 590 7 681 10 018 11 618 12 371 13 987

Debits
General government 338 360 374 423 513 629 709 882 966 1 016 1 145

Private sector and public corporations
Sea transport 1 084 1 437 1 673 1 688 2 160 2 776 2 568 3 161 3 351 3 170 3 688
Civil aviation 238 270 303 340 415 537 676 831 984 1 159 1 450
Travel 324 382 442 535 695 703 917 1 068 1 186 1 549 2 092
Other services 468 514 548 601 707 985 1 446 1 812 2 070 1 991 2 033

Total debits 2 452 2 963 3 340 3 587 4 490 5 630 6 316 7 754 8 557 8885 10 408

Balance + 388 + 437 + 577 + 643 + 697 + 960 +  1 365 + 2 264 + 3061 + 3 486 + 3 579
.  .  .  ■  »  1 •  •

Total credits 70 76 83 87

C onstant p rices <1975=100)

92 98 100 107 112 111 112
Total debits 81 84 90 95 101 100 99 97 99 107

1. The figures fo r this item are obtained net of overseas payments and the similar earnings in the United Kingdom by overseas financial institutions are negligible. For these 
reasons this item appears as a credit entry only.
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Table 3.4 Sea transport: tankers

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978

£ million

1979

91
S3

W7
61

m  < 1
48 1 
KQ '1  

1

Credits
Ships owned by UK operators 

Freight on exports 
Freight on cross-trades 
Charter receipts

Total

3
139

8

4
208

22

6
287

33

6
194
84

9
254
125

14
327
193

11
305
207

23
375
239

23
378
195

26
403
183

37
505
306

3ia
345 1 150 234 326 284 388 534 523 637 596 612 848

>

Ships on charter to  UK operators
540
323
153

617 1 
359 1 
1« 1

Freight on exports 
Freight on cross-trades 
Charter receipts

1016 JJ« 1 Total

-  m -  800 1
Overseas operators

Disbursements in the United Kingdom

Total credits

296

455

466

8

708

546

12

884

514

10

808

676

14

1 078

703

20

1 257

574

34

1 131

682

44

1 363

694

49

1

41

1 215

860

1 766

$

J

Emion

13  ̂ 1573

1̂

) 12S3 1345

1 67 55
79 73
14 6

160 134

1 485 506

1328 1905

6511
682

1 101 77

111 105

212 182

Debits
Ships owned by UK operators 

Disbursen>ents abroad

Ships on charter to UK operators 
Charter payments 
Disbursements abroad

Total

Overseas operators 
Freight on imports

Total debits

Balartces
Ships owned by UK operators 
Ships on charter to  UK operators 
Overseas operators

A ll tankers

47 65 110 113 135 260 237 320 324 272 372

368 608 708 597 732 716 590 717 727 615 650

68 85 97 106 138 265 259 280 259 208 292

436 693 805 703 870 981 849 997 986 823 942

30 50 71 128 188

.

196 180 200 170 140 168

513 808 986 944 1 193 1 437 1 266 1 517 1 480 1 235 1 482

+ 103 + 216 +  171 + 253 +  274 + 286 +  317 + 272 + 340 + 476

-1 4 0 -2 2 7 -2 5 9 -  189 -  194 -  278 -  275 -  315 -  292 -  261 -  82

-  21 -  42 -  59 -  118 -  174 -  176 -  146 -  156 -  121 -  99 -  110

-  58 -1 0 0 -1 0 2 -  136 -  115 -  180 -  135 -  154 -  141 -  20 +  284

1072

1935

1342

23

r

7
.221
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1978

16

17 72

1 3 l«

0 1160
X 52

X 1212

Cl

1979

7193

994

564

3 751

B 923 1(64

7 716 727
0 319 397

7 1 (05 1124

3 in  3 688

972 +1 139
313 -  130
606 -  W

_  27 + 5 3

Services

Table 3.6 C ivil aviation

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978

Credits
UK airlines

£ million

1979

Passenger revenue 
Visitors to  the United Kingdom 
Other passengers

Freight on exports and cross-trades 
Other

106
56
30
26

117
58
31
28

129
66
37
24

152
81
48
23

199
80
58
21

258
87
71
35

291
144
86
39

344
271
105
44

520
170
134
28

561
286
149
65

648
219
138
76

Total
Overseas airlines

Disbursements in the United Kingdom

218

69

234

82

256

98

304

106

358

122

451

174

560

220

764

ooc

852

351

1 061 

394

1 081 

631

Total credits 287 316 354 410 480 625 780 1 049 1 203 1 455 1 712

Debits
UK airlines

Disbursements abroad 124 146 162 183 210 343 448 515 623 756

Overseas airlines 
Passenger revenue 

Visitors from  the United Kingdom 
Other passengers 

Freight on imports 
Other

12
14
3

89
13
19
3

106
12
20
3

118
14
23

2

149
21
33

2

183
19
40

5

262
21
46

4

299
19
60

5

367
26
71

5

405
37
89

5

536
45

108
5

Total 114 124 141 157 205 247 333 383 469 536 694

Total debits 238 270 303 340 415 537 676 831 984 1 159 1 450

Balances
UK airlines + 94 + 88 + 94 + 121 + 148 + 161 + 217 +  316 + 337 + 438 +  325

Overseas airlines -4 5 -4 2 -4 3 -  51 -  83 -  73 -1 1 3 -  98 -  118 -  142 -  63

Civil aviation + 49 + 46 + 51 +  70 +  65 + 88 +  104 + 218 +  219 + 296 + 262

%

]
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T a b le  3 .7 Travel—analysis by purpose o f visit, by area and by m ost im portant country
£ million

1969 1970 1971 1972

Credits
By purpose

Business 77 92 111 128
Leisure 282 340 389 448

Total 359 432 500 576

By area
European Com m unity 8 106 125 136 155
Rest o f W estern Europe (including Cyprus) 41 48 55 69
North America 126 150 172 191
M iddle East m ^

Africa 1 m

• 4 • • 4 •

Australasia 16
4 4

23
• 4

29
4 4

43
Latin America % 4 14 14
Other! ̂ 1 70

4 4 

86 94 104

Total 359 432 500 576

By m ost im portan t country
USA 99 117 133 148
German Federal Republic 21 28 31 39
France 19 22 27 33
Australia
Netherlands 10

4 4

13
> • 

16
• 4 

16
Irish Republic 32 33 30 30
Canada 28 33 38 42

Debits
By purpose  

Business 
Leisure

77
365

90
445

973 1974 1975 1976 1977 1978 1979

159 215 267 368 499 530 597567 683 951 1 400 1 853 1 977 2 168

726
—

1 218 1 768 2 352 2 507 2 765

213 259 355 520 689 721 80989 123 164 257 319 377209 221 283 490 506 509
• 4 • 4 115 220 353 388 401
4 4 • 4 104 140 195 218 26253 74 91 112 141 158 16919 27 28 43 47 54 76143 194 78 91 118 129 162

726 898 1 218 1 768 2 352 2 507 2 765

161 173 211 288 375 406 410
54 68 93 121 176 190 223
46 53 74 101 136 125 139
4 4
^4 ^

• • 78 97 96 111 137
21
44 4̂

33 48 99 121 124 121
36

— 4̂
44 48 59 68 91 103

49 44 70 97 115 101 99

117 142 165 245 304 342 442
752 8 882 1 207 1 650

Total 324 382 442 535 695 703 917 1 068 1 186 1 549 2 092
By area

European Com m unity 8
Rest o f W estern Europe {includ ing Cyprus)
N orth America
A frica
M iddle East
Com m onwealth Caribbean
Australasia
Eastern Europe
Latin Am erica
OtheĤ I

146
125

17

163
156
23

177
188
28

211
228

32

261
315

43

276
285

51

•  •

4
4

2
26

4
5
6 
2

23

5
6 
6 
3

29

7 
9
8 
3

37

8
8

11
3

46

10
n
11
5

54

348
370

74
32
18
12
15
17
6

25

394
403
103
47
31
16
17
17
9

31

440
431
119
45
42
16
25
15
14
39

561
590
167
54
37
20
26
18
15
61

735
773
265
71
45
37
35
25
22
84

Total 324 382

By m ost im portan t country  
Spain 
France 
USA 
Italy
Irish Republic 
Greece
German Federal Republic

62
25
13
27
59

73
33
16
35
53

•  •

16 20

Balance +  35 +  50

442 535 695 703 917 1 068 1 186 1 549 2 092

98 119 165 158 213 226 m ^  M 408
44 59 75 77 116 126 135 179 245
20 23 30 36 48 69 88 131 214
37 52 58 54 65 73 80 106 146
5 i 47 58 67 75 79 97 122 138

• > 17 27 19 29 45 48 104
19 25 32 34 40 46 59 66 101

+  58 +  41 +  31 +  195 +  301 +  700 +  1 166 +  958 +  673

se areas listed above fo r w hich figures are no t available fo r certain years. Therefore 'O ther' is not defined consistently over the w hole period.

Tab's3.8
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2 507

2 507

2 765

958

2765

342 «2
1 207 1 6S0

1 549 2

2

673

Table 3.8 Financial services'^’
(including allied services)

1969

Credits
Insurance 
Banking‘2l 
Commodity trading 
Merchanting of other goods 
Brokerage, etc.
Solicitors

Total 356

£million

1970 1971 1972

439 471 529

1973 1974 1975 1976 1977

217 243 312 490 579
107 139 177 243
110 140 209 201 110
55 80 90 108 120
99 160 207 215 233
13 15 19 29 36

601 777 1014 1 286 1 371

1978 1979

1 519 1 579

1 The figures for this item are obtained net of overseas payments, and the similar earnings in the United Kingdom by overseas financial institutions are negligible. For these 

2. S C f h f ^ r g ™  enterprises overseas by UK banKs, which are included in the appropriate item in Table 3.9.

Table 3.9 O the rse rv ices

1969 1970 1971 1972 1973 1974 1975

Credits
Commissions, etc on imports 
Telecommunications and postal services 
Films and television 
Royalties etc. from:

Overseas parent companies, branches 
subsidiaries and associates 

Other overseas concerns 
Services rendered by UK enterprises to: 

Overseas parent companies 
Overseas branches, subsidiaries 

and associates 
Advertising
Earnings on construction work overseas 

Architects and quantity surveyors 
Consulting engineers 
Construction contractors 
Process engineering contractors 

Expenditure by overseas students and 
journalists

Overseas governments’ and non-territorial 
organisations' expenditure 

Non-governmental receipts from foreign 
military forces

Exploration for and production of 
oil and natural gas 

Consultancy earnings n.e.i.
Research and development 
Other

Balance -t-271 -f-291 -*-370 -I- 435 -*-514 -*- 537 ■*- 450

1976

91 93 94 99 111 124 125 166

39 38 44 54 85 90 85 119

43 28 40 32 28 26 37 44

39 44 43 48 59 77 87 113

78 98 104 118 142 169 188 274

13 14 14 17 15 23 41 34

44 56 61 57 67 83 96 130

13 14 15 16 17 19 24 28

5 6 8 11 14 18 23 36

29 35 48 65 84 108 136 214

36 43 52 58 71 94 130 174

48 51 55 59 64 100 150 135

58 63 68 79 98 129 177 239

55 58 77 105 130 157 210 257

42 45 58 55 58 70 84 92

2 2 2 3 15 20 64

12 14 16 22 29 43 58 86
20 24 29 28 32 38 47 64
74 79 90 111 114 139 178 222

Total credits 739 805 918 1 036 1 221 1 522 1 896 2 491

ebfts
Commissions, etc. on exports 90 92 94 98 105 113 155j j j 178

Telecommunications and postal services 39 44 46 59 78 87 111 145

Films and television 28 17 21 21 25 27 34 43

Royalties etc. to;
Overseas parent companies, branches.

subsidiaries and associates 60 67 70 78 94 121 151 18U
Other overseas concerns 45 51 53 59 66 78 88 116

Services rendered to UK enterprises by:
Overseas parent companies 43 45 48 55 70 77 102 134
Overseas branches, subsidiaries

and associates 9 11 12 10 8 9 12 17
Agency expenses and advertising 66 82 82 83 85 112 116 123
Exploration for and production of

oil and natural gas — 19 27 39 60 212 490 665
Other 88 86 95 99 116 149 187 211

Total debits 468 514 548 601 707 985 1 446 1 812

1977

68

303

296

116

3 041

188

2 070

1978

77

357

324

130

3 429

212

1 991

£ million

1979

82

409

397

167

3 835

226

2033

-*-679 -*-971 -*-1 438 -*-1 802

r/
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Goods and services at constant prices

♦ ' O

In other sections of this publication all transactions are valued at 
the prices ruling at the time they were made (i.e. at current prices). 
Any difference between figures for different years therefore 
reflects a change in price as well as that of the underlying economic 
activity (e.g. physical amounts in the case of visible trade, or real 
resources in the case of invisibles).

In order to produce figures which correctly reflect changes in the 
volume of economic activity, each component of the figures is 
revalued at the prices of one particular year (in the figures in Table 
4.1 the selected reference year, or 'base year' is 1975). For any 
single series it is immaterial which base year is used, since any fixed 
price will eliminate price movements and the residual series w ill cor
rectly reflect volume changes. The choice of base year becomes 
important, however, as soon as two or more series are combined, 
since an unusual price in that year for one series would consistently 
over- or under-value it in relation to the other series. It is therefore 
the practice to review a constant price series at regular intervals, 
and to change to a more recent base year which might be assumed 
more nearly to reflect current price relatives. Figures for the years 
1973 onwards have been calculated at 1975 prices in detail as 
described in subsequent paragraphs. Figures for earlier years 
calculated on previous bases have been linked w ith the 1975-based 
series so that the year to year percentage change in each published 
component series incorporates the relative prices of those earlier 
base years. Consistent w ith this approach, the totals have been 
linked independently of their components. As a final stage in the 
calculation the series of figures expressed at constant prices are 
converted to index numbers, in which the base year = 100.

Goods
The constant price estimates for goods are first calculated on an 
Overseas Trade Statistics basis using the value and quantity figures 
recorded against the individual trade headings of the Tariff and 
Overseas Trade Classification.

For the purpose of building up the constant price figures the 
headingsareallocated to  some 90 or so blocks. Each block normally 
corresponds to a Division in the Standard International Trade 
Classification (SITC) Revision 2  although w ithin Sections 7 and 8 
the blocks have been defined according to the United Nations'
Broad Economic Categories (BEC) classification w ithin SITC Revi
sion 2.

For a number of a fixed selection of trade headings the quotient 
of the value and quantity (e.g. weight) is used as the 'price' or, 
more properly, unit value. The selection reflects the fact that not all 
headings in the Tariff and Overseas Trade Classification are suffi
ciently homogenous in their product content to make the quotient 
a meaningful measure of 'price'. For the 1975-based series, the pro
portion of total trade in the base year (1975) covered by the

selected headings was for imports around 70 per cent, and for ex
ports around 60 per cent.

For most blocks the selected headings account for the major 
share of the trade and for these blocks the deflators (called average 
value indices) are derived from the figures for the selected headings 
or groups of headings in that block. The formula for the average

value index is
2Po<7n

Where p  represents the price (i.e. unit value) and q the quantity 
for each selected heading or group of headings and the suffixes  ̂
and n relate them to the base year and the current year respectively.

For the remaining blocks, deflators are constructed using either 
the average value indices for other blocks or special ones based on 
price information from other sources. The deflators are used to 
derive constant price estimates for each block, and are then summ
ed.

The constant price figures on an Overseas Trade Statistics basis 
are then brought to a balance of payments basis using the same 
kind of valuation and coverage adjustments as are used for the cur
rent price series, and described on pages 12 and 13.

The coverage adjustments themselves are converted to constant 
price figures by deflating the current values for each adjustment by 
a suitable price index, usually the average value indices but 
sometimes by price information from other sources.

In the case of the valuation adjustments for Imports the constant 
price figures for each adustment are derived either by the above 
method or by multiplying the base values by a suitable Laspeyres 
volume index. For instance, for oil freight, the volume index Is that 
for SITC Section 3—mineral fuels, lubricants and related materials.

Services
The practical basis for producing a constant price series 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 
constant price series to be produced easily) the most usual case is 
for value only to be known. The only recourse is to deflate the 
known value of services exported or Imported by an appropriate 
price Index. In the case of many imported services, the most ap
propriate method of estimating the volume of services purchased is 
to deflate by the price Indices of the countries concerned weighted 
together appropriately and converted to sterling. For many exports 
of services, the work is carried out in the United Kingdom and a 
domestic price index is appropriate. For certain components of the 
sea transport and civil aviation accounts, more specialised Indices 
are used.
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Invisibles: interest, profits and dividends

IPD credits and debits are defined to include alt interest, profits and 
dividends accruing—irrespective of whether they have been paid 
or not—to U K residents from non-residents or payable overseas by 
UK residents; they are recorded after deduction of local taxes 
(measured on an accruals basis) and after allowing for deprecia
tion. Profits and dividends include the earnings of overseas af
filiates of UK-registered companies and the payments of profits 
and dividends abroad by UK-based affiliates of foreign-based com
panies. Conceptually, stock appreciation and other capital gains 
and losses should be excluded from the flows entered in the 
balance of payments accounts, because they represent only valua
tion changes. In practice, stock appreciation and some of these 
gains and losses are included in IPD and also offset as reinvested 
profits/losses in the capital account. Profits retained abroad by 
overseas affiliates or retained in the United Kingdom by affiliates of 
overseas parent companies are included in the flows of IPD and o ff
set in the capital account. All interest flows between UK residents 
and non-residents are included. These include payments and 
receipts of interest by UK banks; interest payments by the public 
sector on that part of its debt held by overseas residents; interest 
receipts by the public sector on its loans abroad and on holdings of 
foreign currency assets; interest payments by companies on their 
overseas borrowing whether to overseas banks, etc. or to affiliates 
or parents abroad; and interest receipts by companies in the United 
Kingdom from overseas affiliates or parents.

Credits

Direct investment earnings (Tables 5.2 and 5.3)
(The definition, sources and methods o f direct debits are so similar 
to those of credits that they are therefore described together.) In 
this context in the balance of payments the term 'direct' defines a 
group of transactions between companies that are financially and 
organisationally related and are situated in different countries. A f
filiates are defined to be subsidiaries (as defined by the Companies 
Act 1948), associates (incorporated companies which are not sub
sidiaries but in which the investing company participates in the 
management w ithout having a controlling interest) and branches 
(as defined for UK income tax and double taxation relief purposes, 
i.e. permanent establishments wholly owned by the parent com
pany). Direct investment refers to investment that is made to add 
to, to deduct from, or to  acquire, a lasting interest in an enterprise 
operating in an economy other than that of the investor, the in
vestor's purpose being to have an effective voice in the manage
ment of the enterprise. Other investments in which the investor 
does not have an effective voice in the management of the enter
prise are mainly portfolio investment.

Direct investment income includes Interest on inter-company 
debt, profits from branches or other unincorporated enterprises 
overseas and earnings from subsidiaries overseas. It includes the 
direct investor's portion of reinvested earnings, which is also 
treated as an investment flow  out of the parent's country into the 
affiliate's and appears in the capital account as a contra-item.

The figures exclude the earnings of oil companies (which are In
cluded in 'other credits' or, in the case of debits, shown 
separately). Information on the direct earnings of banks from their 
overseas subsidiaries and associates is collected in a six-monthly 
inquiry covering all listed banks which is carried out by the Bank of 
England. An annual inquiry by the British Insurance Association 
(BIA) forms the basis for estimates of direct investment earnings by 
UK insurance companies. The inquiry only covers members of the 
BIA and no estimates are made for non-members' earnings which 
are thought to be negligible. All other earnings, both credits and 
debits, are estimated from the results of the Department of Trade's 
direct investment inquiry. In principle, this inquiry covers all UK

companies (including UK public corporations other than the Com
monwealth Development Corporation) that either have overseas 
affiliates or are affiliated to an overseas parent. From 1969 an 
allowance is included under debits for earnings by overseas in
surance companies from their UK affiliates; such earnings prior to 
1969 are thought to have been small. The direct investment inquiry 
is voluntary and response is never complete. The published 
statistics include estimates for non-response, which are based on 
all available information. Results of the annua! inquiry are available 
about fifteen months after the end of the year. However, each 
quarter a sample of companies submit returns which become 
available about two months after the end of the quarter.

Estimates of IPD are struck after providing for depreciation, the 
companies' own estimates of depreciation being used. Although 
depreciation is estimated at replacement cost in the national ac
counts 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.) IPD are measured after provision for local 
taxes.

Portfolio investment earnings
The published estimates of income from portfolio investments 
relate solely to remitted amounts. Portfolio investment income ac
cruing to the United Kingdom is the receipt of dividends and in
terest by UK residents on their holdings of overseas government 
and municipal loan stock, and stocks and shares of overseas- 
registered companies. The published estimates include the income 
earned on UK residents' holdings of sterling loan stock of overseas 
companies and overseas public authorities Issued on the London 
market. A large part of this income is received by UK financial com
panies, accruing to them on their investments that are not con
sidered to have been undertaken for trading purposes or have not 
led to UK control of the overseas company. In these cases, they are 
treated as portfolio rather than as direct Investments. Estimates of 
portfolio investment income are derived mainly from Inland 
Revenue records, supplemented by information from statistical in
quiries to certain non-bank financial institutions.

Interest on export credit
This is shown as being earned by government and by the private 
sector and public corporations. For government, it refers to the in
terest on credit refinanced by the Export Credits Guarantee Depart
ment. In the private sector, it is interest on sterling credit extended 
for UK exports by UK banks (including that extended indirectly via 
UK suppliers) and all credit extended by suppliers of goods on their 
own account. Estimates are derived by applying appropriate in
terest rates to outstanding levels of credit of more than six months 
obtained from banking statistics and a Department of Trade inquiry 
into trade credit (interest on short-term credit, i.e. of six months or 
less, is treated as being implicitly included in the valuation of ex
ports). Interest on foreign currency credit extended by UK banks is 
included indistinguishably in net earning of UK banks, etc. on bor
rowing and lending in overseas currencies.

Earnings o f UK banks, etc. on other lending in sterling to non
residents
These figures are based on returns made by the banks to the 

Bank of England as part of banking statistics. This lending includes 
credit extended to non-residents on UK imports for which payment 
is made before shipmerrt. Earnings from some sterling financing of 
third-country trade (when allowed under exchange control rules) 
are included.
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Interest on borrowing and lending in overseas currencies 
by UK banks, etc. (balance)

This consists of the interest received from non-residents on loans 
made to them in overseas currencies (including credit for UK ex
ports) less the interest paid to non-residents on their deposits in 
overseas currencies. It excludes the interest paid on deposits which 
are the counterpart of loans made to HM Government and to local 
authorities and public corporations under the exchange cover 
scheme. That is included in IPD debits. Estimates are made from
banking statistics.

Other credits
Oil credits are not a measure of UK oil companies' overseas profits 
but, broadly speaking, represent the surplus on current trans
actions resulting from their operations overseas. The companies' 
receipts from, and payments to, overseas are first measured. This 
cash flow is allocated under the relatively readily identifiable 
balance of payments categories of visible transactions (crude oil, 
oil products, chemicals, equipment, etc.), shipping, Continental 
Shelf services and investment. The net residual is included as an 
IPD credit, and aligns the other entries to the balance for official 
financing. It includes, in addition to profits of overseas subsidiaries 
and affiliates, items more appropriate elsewhere in the accounts 
such as the companies' merchanting profits, the value of services 
rendered between parents and their overseas subsidiaries and af
filiates, such as current expenditure in the United Kingdom on 
marketing, headquarters' expenses, research, etc. Timing 
discrepancies also affect the surplus. For all years before 1977 the 
credit is net of interest paid abroad and of the earnings of the Royal 
Dutch Petroleum Company arising in the United Kingdom, that is 
from their 60 per cent share of the UK-based assets of the Shell 
Group. From 1977the earnings of the Royal Dutch Petroleum Com
pany arising on the UK Continental Shelf are included in IPD debits, 
and credits are net of only those arising on the mainland. The 
estimates of oil credits are prepared by the Bank of England based 
on information supplied by the oil industry.

Interest received on the official foreign exchange reserves and on 
the United Kingdom's holdings of Special Drawing Rights (SDRs) 
with the IMF is recorded within the Exchange Equalisation Account 
and is known by the Bank of England. Interest receipts on govern
ment loans to overseas countries are known by the government 
departments responsible for the loans. Earnings on trusts and an
nuities and on real estate are based mainly on estimates projected 
from Inland Revenue data obtained some while ago. The Com
monwealth Development Corporation publishes information on its 
overseas earnings. Interest earned from currency exchanges 
undertaken, prior to the abolition of exchange control, to finance 
investment are estimated from levels of debt and appropriate in
terest rates.

Debits

Direct investment earnings—See notes under Credits 

Portfolio investment earnings
These include Interest on holdings of British government stocks by 
non-residents other than central monetary institutions and interna
tional organisations. (Interest paid on these stocks to central 
monetary institutions and international organisations is included 
within 'Interest paid on sterling liabilities'.) The figures are 
estimated by the Bank of England from information on the levels 
outstanding and appropriate rates of interest. Portfolio debits also 
include interest and dividends paid on foreign currency issues. The 
majority of these issues by general government are under the ex
change cover scheme and interest payments are known within the

Bank of England. (These payments are included in general govern
ment although some are interest payments on public corporations' 
issues.) Interest on British government foreign currency bonds 
issued to overseas holders of sterling in April 1977 is excluded from 
this item and included in 'Other debits'. Estimates of interest on 
foreign currency issues by the private sector and public corpora
tions (those not made under the exchange cover scheme) are deriv
ed from Bank of England records. Estimates of interest on com
pany securities are derived from Stock Exchange data on dividend 
payments, information given to the Department of Industry on 
overseas ownership of shares at end-1975, and details of certain 
transactions in securities recorded by the Bank of England more 
recently. Estimates of appropriate tax relief refunded under double
taxation agreements are also included.

interest on sterling liabilities
This comprises the interest on 'sterling balances' held by non
residents (see page 41). In the general government sector this con
sists of interest paid on British government stocks held by overseas 
central monetary institutions and international organisations and 
on overseas holdings of Treasury bills and local authority deposits. 
These estimates are made by the Bank of England on the basis of 
lists of holders, levels outstanding and appropriate rates of interest. 
Private sector interest consists of interest on overseas residents' 
deposits in sterling with UK banks and other financial institutions. 
Estimates are derived from returns by the banks as part of banking 
statistics.

interest on net borrowing from banks etc. overseas 
For general government, these interest payments are known within 
the Bank of England and refer to interest on loans raised from banks 
and other financial Institutions overseas by local authorities and, 
under the exchange cover scheme, by public bodies. In the private 
sector, interest paid on loans from banks, etc. overseas for invest
ment abroad or in the United Kingdom is estimated from levels 
outstanding and appropriate interest rates. Interest on public cor
porations' borrowing, other than under the exchange cover 
scheme, is known by the Bank of England.

interest on overseas currency borrowing from UK banks by 
general government

Interest on public sector loans in overseas currencies raised 
through UK banks is treated as if it is paid directly abroad by the 
public bodies themselves. These interest payments are known 
within the Bank of England. They include the whole of the interest 
on the $2.5 billion and $1.5 billion facilities arranged for HM 
Government (though parts of these facilities were raised directly 
from banks overseas); interest on borrowing by local authorities; 
and interest on loans raised by public bodies under the exchange 
cover scheme.

Payments on foreign-owned oil companies' investments in 
the United Kingdom

These payments have been estimated since 1970 by the Bank of 
England by a similar inquiry to that for direct investment. (Before 
that the item was estimated in a similar manner to the oil credits, 
see above.) Earnings are after provision for depreciation and UK 
taxes. As in the direct investment inquiry the companies' own 
estimates of depreciation are used. From 1977 the debits include 
the earnings of the Royal Dutch Petroleum Company arising on the 
UK Continental Shelf.

Other debits
Interest paid on import credit Is estimated from levels outstanding 
and appropriate interest rates. Interest on IMF loans and charges 
and expenses incurred for the use of SDRs is known within the
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Bank of England as is Interest on British government foreign cur
rency bonds issued to official holders of sterling in April 1977. In
terest paid on long-term fixed Interest loans such as Lend-lease and 
Line of credit Is known by H M Treasu ry. Payments overseas on real 
estate are rough estimates.

government loans; and interest on re-financed export credit.

Interest, profits and dividends—general government
Credits and debits are shown separately for genera! government 
and private sector and public corporations, where general govern
ment is defined to include both central and local government. 
However, interest payments on loans (including foreign currency 
issues) raised by public bodies under the exchange cover scheme 
are included in the debits of general government in the balance of 
payments accounts because the loans themselves are defined as 
official financing transactions.

Genera!government debits
These comprise interest paid on inter-government loans and on 
overseas holdings of UK government stocks, foreign currency 
issues and Treasury bills; interest paid on official liabilities (to UK 
and overseas banks and overseas monetary authorities); interest 
paid by UK local authorities on securities, net issues abroad, bor
rowing in overseas currencies through UK banks and net borrow
ing from banks, etc. overseas; charges for expenses incurred for 
the use of SDRs, and charges paid on drawings from the IMF; and 
all interest paid on loans raised under the exchange cover scheme, 
including interest paid on such loans raised by public corporations.

Genera!government credits
These credits, shown In Table 5.1, comprise interest on official 
foreign exchange reserves, together w ith Interest received on the 
United Kingdom's holdings of SDRs; interest received on inter-

References
The results of the Department of Trade inquiry into overseas direct 
investment and related earnings are published in British Business 
and in Business Monitor MA4.

An article on interest, profits and dividends as a whole appeared 
in Economic Trends in June 1977.
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Table 5.1 Interest, profits and dividends

Credits
Earnings on —

Direct investment’ ’ ’
Portfolio investment 
Export credit;

General government 
Private sector and public 

corporations
Other lending in sterling by UK banks, etc. 
Interest on borrowing and lending In 

overseas currencies by UK banks, etc. 
(balance)

Other (including oil companies)

Total credits 

o f which:
Genera! government 
Private sector and public 

corporations

Debits
Earnings on—

Direct investment’ ”

Portfolio investment
British government stocks (non-CMI)’^) 
Foreign currency issues:

General government’^’
Private sector and public 

corporations 
Other

Total portfolio

Sterling liabilities:
General government 
Private sector and public 

corporations
Net borrowing from banks, etc. overseas: 

General government’^’
Private sector and public 

corporations
Overseas currency borrowing from UK 

banks, etc.—General government’^” ^’ 
Foreign oil companies' investment in UK 
Other

Total debits 

o f which:
Genera! government 
Private sector and public 

corporations

Balance of interest, profits and 
divide rrds

o f which:
Genera! government
Private sector and public corporations

Interest, profits and dividends

Emillion

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

650 710 718 911 1 450 1 490 1 583 2 381 2 287 2 337 2 484

166 179 173 180 222 279 271 313 328 339 410

— 2 9 20 32 44 65 96 133 139 140

67 78 71 77 103 133 141 162 170 230 333

58 57 42 57 103 145 159 214 157 198 271

15 16 16 44 54 151 138 210 107 346 -  44

386 410 457 459 889 1 076 507 555 788 1 426 3 523

1 342 1 452 1 486 1 748 2 853 3 318 2 864 3 931 3 970 5 015 7 117

31 54 91 156 176 237 266 253 384 691 816

1 311 1 398 1395 1 592 2  677 3 081 2598 3  678 3 586 4 324 6 301

310 363 394 557 707 622 620 1 030 1 414 1 587 2 023

44 46 62 69 75 93 94 107 176 238 229

1 3 3 4 5 22 51 81 136 127 119

5 7 11 16 31 . 49 67 82 106 119 110
52 62 65 69 76 88 95 115 143 159 215

102 118 141 158 187 252 307 385 561 643 673

221 176 141 155 216 275 297 226 164 156 191

105 114 114 137 236 348 354 341 308 345 724

1 3 5 8 24 47 81 120 180 219

11 20 26 31 71 107 120 143 196 306 449

10 115 212 287 302 342 357
-  18 -  1 63 77 56 46 7 -  46 598 651 1 960

113 107 102 90 94 101 129 179 261 285 232

844 898 984 1 210 1 585 1 890 2 093 2 626 3 924 4 495 6 828

371 323 295 298 375 589 780 901 1 265 1289

473 575 689 912 1210 1301 1 313 1 725 2 825 3230 5  539

+ 498 + 554 + 502 + 538 + 1 268 + 1 428 + 771 + 1 305 + 46 + 520 + 289

-  340 -  269 -  204 -  142 -  199 -  352 -  514 -  648 -  715 -  574 -  473
+ 838 + 823 + 706 + 680 + 1 467 + 1 780 -¥ l 285 + 1953 + 761 + 1 094 + 762

Excluding the earnings of oil companies.
Interest on holdings of British government stocks by overseas central monetary institutions and international organisations is included w ithin 'Debits; Earnings on sterling 
liabilities General government'.
Includes interest on loans raised by public corporations under the exchange cover scheme.
Includes interest payable directly to banks overseas on their participation in the HM Government $2.5 billion and $1.5 billion facilities.

/

y

33



r-f

r

y

Interest, profits and dividends

Table 5.2 Earnings o f direct investm ent—analysis by com ponent
(excluding the transactions of oil companies) £ million

1969

Credits
Profits of branches 
Profits o f subsidiaries^^* 

Dividends remitted 
Unremitted profits 

Net interest received

140

»70 1971 1972 1973 1974 1975

1 3 114 1 3 163 157 198

242 257 301 414 437 470
322 3 3 465 840 851 873

17 18 16 33 45 42

1976 1977 1978 1979

301 267 329

Total 650 710 718 911 1 450 1 490 1 583 2 381 2 287 2 337 2 484

Debits
Profits o f branches 
Profits o f subsidiaries!^* 

Dividends remitted 
Unremitted profits 

Net interest paid

36 37 56 71

132 138 163
181 184 304

13 16 19

79 108 151 181 189 178 207

e/Je

Total 310 363 394 557 707 622 620 1 030 1 414 1 587 2 023

Balance + 340 + 347 + 324 + 354 + 743 + 868 + 963 +1 351 + 873 + 750 + 461

1. Including associated companies

Table 5.3 Earnings o f d irect investm ent—geographical analysis!
(excluding the transactions of oil companies) Emillion

EC(6)/EC(8)!2*
Credits
Debits
Balance

Other Western Europe *2) 
Credits 
Debits 
Balance

North America 
Credits 
Debits 
Balance

Other developed countries 
Credits 
Debits 
Balance

Oil-exporting countries
Credits
Debits
Balance

Rest of world 
Credits 
Debits 
Balance

Total
Credits
Debits
Balance

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

83 101 104 149 276 268 240 437 375 448
15 25 32 57 63 66 3 124 184 2 3

+ 68 + 76 + 72 + 92 + 213 + 3 2 + 151 313 + 191 + 245

42 51 55 71 90 54 83 155 1 3 154
28 3 32 48 54 47 60 84 1 3 1 3 •  «

+ 14 -f- 22 + 23 + 3 -f 36 + 7 + 23 + 71 + 40 + 34 » 1

136 144 159 214 2 3 308 313 4 3 5 3 3 1 •  .

251 290 305 412 541 447 386 713 1 032 1 175 » »

-1 1 5 -1 4 6 -1 4 6 -1 9 8 242 1 3 73 224 -  523 -  584 .  .

3 1 196 196 2 3 4 3 409 446 5 3 510 521
10 11 14 26 35 40 54 62 54 64 .  .

+ 191 + 185 + 182 + 213 + 393 + 369 + 3 2 521 + 456 + 457 .  .

20 24 27 34 50 67 126 176 195 145
k

— — 1 1 1 1 3 6 -  2 » »

+ 20 + 24 + 27 + 3 + 49 + 66 + 125 + 173 + 1 3 + 147 •  •

168 194 177 204 307 384 375 541 5 3 478 » »

6 8 11 13 13 21 3 44 18 27 » »

+ 162 + 186 + 166 +191 + 294 + 363 + 346 + 497 + 520 + 451 « .

650 710 718 911 1 450 1 490 583 2 3 1 2 287 2 3 7 2 484
310 363 394 557 707 622 620 1 0 3 1 414 1 3 7 2 0 3

+ 340 + 347 + 324 + 354 + 743 + 868 + 963 + 1 351 + 873 + 7 3 + 461

1. A more detailed geographical analysis of earnings o f direct investment is published in Business M onitor MA4.
nor 0 , the European Community (EC) excludes, and Other Western Europe includes, Denmark and Irish Republic.
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institutions ('The City')
Table 6.1 brings together all the identifiable current account trans
actions of City institutions.

The overseas earnings of UK financial institutions are composed 
of two main types of revenue: receipts for work done in the way of 
services, and receipts from investments, in the form of interest, 
profits or dividends. In the main tables of this publication these two 
types of income from abroad are allocated to different accounts: 
the service earnings are shown separately in Table 3.8, whilst the 
amounts payable overseas in the form of interest, profits and 
dividends are included in Table 5.1 (but not shown separately for 
these institutions).

The institutions selected for Table 6.1 are those which are 
generally recognised as the 'City of London'. Although this cannot 
be defined with precision, in the context of this table it is inter
preted as a group of institutions and not as a geographical place. 
The institutions concerned are located very largely within the City 
and account for a large proportion of its economic activity, but 
there are exceptions: some insurance companies, for example, 
although included in the figures in this section, are located outside 
the City, while some earnings generated within the City are exclud
ed. Examples of the latter are those of professions such as accoun
tants and actuaries. The earnings of the institutions selected for in
clusion in this section are widely accepted, however, as indicators 
of the earnings of the City, although the exact size of their total 
depends to some extent on the selection process itself.

The meaning o f 'net' earnings
For financial institutions, service earnings (e.g. from insurance and 
commodity dealing) are entered, both in Table 6.1 and elsewhere in 
the balance of payments accounts, only after deduction of the rele
vant overseas expenses of the institutions involved. This practice is 
followed In order to give an estimate of the value of the service 
component provided by these institutions. Service earnings are 
thus recorded 'net' in this sense. The debit entries in Table 6.1 are 
the investment Income due abroad from the UK insurance and 
banking sectors and the interest payments on borrowing from non
residents by UK banks, and these have been deducted in arriving 
at the total 'net' earnings of financial institutions in Table 6.1. The 
table therefore covers all identifiable current account transactions 
involving financial institutions.

Insurance
The underwriting earnings of UK insurance companies and Lloyd's 
are calculated net of reinsurances ceded in the United Kingdom to 
overseas insurance companies. In order to align various other en
tries in the balance of payments, the standard tables include (as 
part of 'Financial services—insurance') all earnings from under
writing risks on international cargoes, irrespective of whether these 
are earned from UK or overseas residents but in this section only 
the estimated earnings from overseas residents are included.

For Lloyd's, the undenwriting net earnings cover all their 
overseas business written in the United Kingdom—known as 
home/foreign business—but for insurance companies only net 
earnings from marine, aviation and transit home/foreign business 
are covered. Net earnings by insurance companies on other 
home/foreign underwriting business are difficult to determine but 
are believed to be very small.

The estimates for insurance companies also Include the net earn
ings from overseas direct investment. These consist of the profits 
of overseas subsidiaries and branches of UK insurance companies 
(except those of life insurance companies, whose direct invest
ment earnings from overseas are thought to be very small) less the 
profits of foreign controlled UK insurance companies and branches 
due to their parent companies overseas.

The value of Lloyd's portfolio income Is net of amounts paid to

overseas members of Lloyd's in respect of their share of the profits 
from UK and overseas insurance business and total investment 
earnings of Lloyd's.

Revised estimates of certain insurance figures for the latest year 
sometimes become available at the moment of going to press. 
They are incorporated in Table 6.1 which is independent, but not in 
the main tables which must all be mutually consistent: these latter 
are amended in the following year.

Banking
In line with the definition of 'residence' on page 5, the banking 
figures represent the net receipts from the overseas operations of 
all banks in the United Kingdom, including those of branches in the 
United Kingdom of foreign-owned banks. To these receipts are ad
ded the total profits earned by overseas branches of British-owned 
banks, less the total profits earned in the United Kingdom and 
abroad by UK branches, subsidiaries and associates of foreign- 
owned banks, regardless of whether these profits arise from inter
national or domestic transactions.

The receipts from overseas operations of all banks in the United 
Kingdom comprise:

(i) net receipts of banks from services they provide to 'non- 
related' overseas customers, including arbitrage, and net 
receipts from banking charges and commissions;
(ii) net receipts for services rendered by UK banks to their 
overseas branches, subsidiaries and associates;
(iii) the balance of interest flows on lending and borrowing in 
overseas currency excluding, as in Table 5.1, the interest paid on 
deposits which are the counterpart of loans made to public 
bodies under the exchange cover scheme. The level of net 
receipts from non-residents is affected particularly by the level of 
external net borrowing e.g. for on-lending to the UK non-bank 
private sector;
(Iv) interest and discounts received on lending to overseas 
residents in sterling;
(v) interest, profits and dividends accruing to the United 
Kingdom from the overseas branches, subsidiaries and 
associates of UK banks.

The total which is debited against these receipts comprises:
(i) net payments for services rendered by overseas banks to 
their UK branches, subsidiaries and associates;
(ii) amounts due from UK branches, subsidiaries and associates 
to overseas head offices or parent companies in the form of in
terest, profits and dividends;
(lii) payments of interest by banks in the United Kingdom on 
liabilities denominated in sterling to overseas residents. (As in
dicated above, the amounts paid by the banks on their liabilities 
in overseas currencies are netted against receipts of interest on

A

their lending in such currencies; the net figures are included on 
the credit side.)
The receipts of banks from the provision of services to non

residents, other than overseas banks and subsidiaries, include 
commissions in respect of credit and bill transactions such as advis
ing, opening and confirming documentary credits, collection of 
bills, etc.; net receipts on foreign exchange dealing; commission 
on new issues of overseas securities; banking charges, fees and 
commissions in respect of current account operations, executor 
and trustee services, portfolio management, commitment fees, 
guarantees, security transactions and similar services. It is these 
receipts that are recorded in 'Financial services'.

Receipts from lending to non-residents Include interest on over
drafts and loans both in sterling and foreign currencies; discounts 
on bills connected with trade between overseas countries and with 
UK imports; and discount and interest on credit on UK exports ex
tended by the banks. In the section on interest, profits and

*'r^.
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dividends, interest on short-term credit is not included in the 
credits shown in Table 5.1 because it is thought that this Interest is 
included in the valuation of UK exports and is therefore in the visi
ble account. In Table 6.1 notional figures are included for the in
terest earned by the banks on this short-term credit. Interest earned 
on credit extended by suppliers and by ECGD, is, of course, exclud
ed from the banks' earnings.

Most earnings In the United Kingdom of overseas banks will be 
through branches or subsidiaries situated in the United Kingdom, 
but any other transactions directly between UK residents and 
overseas banks would not be included in the above figures.

Estimates are based mainly on information available to the Bank 
of England and from the Department of Trade annual Inquiries into 
trade credit.

from annual returns made by the trusts. Those for unit trusts and 
pension funds have been estimated by assuming that the income of 
these institutions is at a similar rate to that of the investment trusts. 
The figures have been reduced by the estimated amount of interest 
paid abroad on foreign currency borrowing, which was negligible 
before 1971. Payments abroad by the institutions in respect of 
dividends or income distributions, or pensions, and the overseas
receipts and payments of building societies, are believed to be very 
small and are not included here.

Commodity trading, etc.
Commodity trading earnings are estimated by the Bank of England. 
They consist of profits on third-country trade, commissions earn
ings on futures markets and earnings on 'differences'. A full 
description of these and other merchanting earnings is given on 
page 19.

Brokerage, etc.
These estimates are of the net overseas receipts of the organisa
tions shown. Included tn 'other brokerage' are the commissions of 
gold and silver bullion dealers, net overseas receipts of foreign ex
change brokers, management expenses on investment portfolios 
held for overseas clients and other miscellaneous receipts, these
being based on enquiries and estimates made by the Bank of 
England.

Investment trust companies, etc.
The figures for investment trusts in Table 6.1 have been derived

Solicitors
Most of these earnings are generated within the City. The 
estimates are based on VAT records from 1974 to 1977 but 
estimates for other years are notional.
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Table 6.1 Overseas earnings of United Kingdom  financiai institutions ('the C ity ) £ million

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 Location 
main table

Insurance
Credits

Companies
Underwriting (overseas business 

written in UK)
Direct investment (profits from

30 40 38 34 32 31 44 46 37 22 3.8

overseas business written outside
48 62 85

37
76
47

62
54

46 190 230 276 251 5.1
the UK, through subsidiaries, etc) 61 73 64 77 95 5.1

Portfolio investment 33 ■3b

Lloyd's
Underwriting (overseas business 

written in UK) 122 
4 A

141
16
55

138
19
58

114
25

127
37

166
34

279
57

334
48

354
57

312
71

3.8
5 1

Portfolio investment 
Brokers

Total

Debits

14
50 60 76 104 154 185 214 206 3.8

297 349 375 356 388 442 797 907 1 015 957

Direct investment income due to overseas M Q 13 R 7 14 13 13 5 1
parents of UK branches, etc.

Net earnings by UK insurance institutions 

Banking

3 4 5 V si

294 345 370 347 375 437 790 893 1 002 944

Credits
Financial and allied services 48 59 78 107 139 177 243 293 312 344 3.8

Direct investment income from and
services rendered to overseas 
branches, etc. 60 58 85 123 104 129 145 176 189 267 5 .;” >

Interest and discount on: 
Export credit 
Other lending in sterling

60
57

68
42

77
57

105
103

132
145

147
159

168
214

168
157

214
198

276
271

(see p35) 
5 1

Balance of interest on borrowing and 
lending in overseas currencies 16 16 44 54 151 138 210 107 346 -4 4 5 1

Total 241 243 341 492 671 750 980 901 1 259 1 114

Debits
Direct investment income due to and

257 275 252 285
5.1services rendered by overseas parents 37 58 82 97 142 194

Interest on borrowing in sterling 114 114 137 236 348 354 341 308 343 720

Total 151 172 219 333 490 548 598 583 595 1 005

Net earnings by UK banking institutions 90 71 122 159 181 202 382 318 664 109

Commodity trading, etc.
Commodity trading 60 70 90 110 140 209 201 110 163 153 3.8

o o
Merchanting of other goods 27 30 35 55 80 90 108 120 132 145 3.8

299 309 295 298Total 87 125 165 220

Investment trusts
70 5 1Gross income

/ess interest paid abroad on foreign
35 35 39 47 56 51 58 62 64

12 12 5.1currency borrowing 4 4 8 14 16 10 11 11

Net income 31 31 31 33 40 41 47 51 52 58

Unit trusts (net income) 3 3 5 6 8 9 11 12 15 22 5 1

Pension funds (net income) 3 4 6 9 10 16 14 17 24 49 5 1

Solicitors 9 11 12 13 15 19 29 36 44 52 3.3

Brokerage, etc. earnings
153 200Baltic Exchange 47 25 35 53 103 146 147 155

Stock Exchange 9 10 15 18 19 18 16 20 21 25
Lloyd's Register of Shipping 4 4 6 7 10 14 17 21 20 18
Other brokerage 25 18 18 21 28 29 35 37 54 88

Total 85 57 74 99 160 207 215 233 248 331 3.8

Total r>et earnings of above institutions 602 622 745 831 1 009 1 230 1 797 1 790 2 344 1 863

1. The services elements within these figures, believed to be small, are contained within the items for services rendered to and by overseas branches, etc., in Table 3.9.

y
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T ransf ers

The other sections of this publication relate to transactions in 
which it is assumed that there is an interchange of goods, services 
and financial Items of equal value. Thus the grand total of such 
transactions might be expected to be zero. In practice, however, 
there are examples of imbalance where one of the parties In the 
transaction does not expect, or receive, anything in return, i.e. has 
no quid pro quo. The object of the transfers entries Is to provide the 
notional counterparts of such free gifts in order to bring the overall 
accounts to a balance.

General government transfers
These comprise grants to overseas countries, subscriptions and 
contributions to international organisations, other transfer 
payments by the UK government to overseas residents and similar 
receipts from overseas by the UK government.

Credits.
European Community institutions. More details of these credits are 
given in Table 13.2and in the note on the Green Pound on page 12.

Debits
Bilateral aid. This heading covers:
(i) Project grants: Cash grants to developing countries for the 
establishment or expansion of production and infrastructure 
facilities. Even though these grants are used for capital purposes 
by their recipients, they are treated as current account items in 
the balance of payments as no financial claim is created. Finan
cial aid in loan form is Included In the capital account.
(ii) Non-project grants: Cash grants to developing countries for 
use in financing imports and budgetary support including the 
value of goods and services provided w ithout charge by the UK 
government e.g. as food aid or disaster relief. Grants given to 
cancel existing debt are included here.
(iii) Technical co-operation: This represents the value of the 
provision of 'know-how' to developing countries either as the 
provision of qualified manpower of facilities for the training of 
nationals of these countries. It excludes the pensions of former 
technical co-operation personnel.

Subscriptions and contributions to international organisations. 
This heading covers:
(i) Contributions to institutions of the European Community, in
cluding levy payments made by the steel industry under EC 
regulations;
(ii) Contributions to international organisations for multilateral
economic assistance to the developing countries and other in
ternational projects;
(iii) Subscriptions to meet the United Kingdom's part of the ad
ministrative expenses of (a) the United Nations and other inter
national bodies and (6) international military agencies (SEATO, 
CENTO, etc).
This heading does not include subscriptions to the International 

Development Association and other international lending bodies, 
nor gold subscriptions to the IMF: these are capital transactions 
and are shown in Tables 8.3 and 1.3 {item 19) respectively.

Ifv

Military grants. These consist of cash grants for military pur
poses and goods and services of a military nature provided without
charge to overseas cou ntries and international organisations by the 
UK government.

Pensions and benefits. These include national insurance pen
sions and benefits and war pensions paid to overseas residents by 
UK government departments. Also included are payments of pen
sions and compensation to individuals from the United Kingdom 
who were formerly employed by overseas governments but who
had their local salary supplemented by the UK government under 
the overseas aid programme.

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
This item comprises gifts of goods sent by parcel post, payments 
by UK residents to their dependants overseas, transfers of sums by 
missionary societies, relief organisations and other charitable in
stitutions, legacies and those migrants' assets, other than their 
personal and household belongings, which are transferred at the 

time of migration. The transactions in goods are recorded in visible 
trade in the first instance and offset here. A similar treatment is 
adopted for cash gifts and other private assets transferred between 
UK residents and overseas residents, where the prime entry is in the 
capital account.

The credits series includes receipts of pensions and other 
benefits from overseas governments and other non-residents.

Some transfers may be of a capital nature and not wholly ap
propriate to the current account. However, because of the dif
ficulty in practice of distinguishing between those arising from cur
rent transactions (for example, dependants' allowances) and those 
arising from gifts of capital, all private sector transfers are included 
here in the current account.

Estimates of debits are based on exchange control records (with 
a notional estimate for the fourth quarter of 1979 when no ex
change control restrictions were in force) and on the value of the 
'g ift' element in parcel post trade as derived from a sample inquiry 
carried out by the Department of Trade. Credits are based on infor
mation made available by the statistical offices of selected coun
tries. In other cases, a suitable percentage of a country's published 
global figure has been used.

Capital transfers
These comprise payments made by the central government in im
plementation of the guarantee clauses of the Sterling Agreements 
o f 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.

The information is obtained from official records.
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Transfers

Table 7.1 Transfers—current and capital E m illio n

Current transfers

Genera! go vernment 
Credits

European Community institutions

Debits
Contributions and subscriptions to 

international organisations: 
European Community institutions 
Military
Multilateral economic assistance 
Other

Bilateral grants:
Project grants 
Non-project grants 
Technical co-operation

Military grants 
Pensions and benefits 
Other transfers

Total government debits

Balance

Private transfers 
Credits 
Debits

Balance

Capital transfers

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

70 135 369 255 301 461 554

187 186 350 474 750 1 367 1 625
7 7 6 9 10 10 15 25 26 28 24

11 11 24 16 25 19 47 53 105 78 150
38 36 33 35 45 61 81 114 123 127 151

21 22 29 29 29 27 38 61 61 123 162
22 18 21 10 4 15 32 88 103 145 183

40 43 50 54 62 66 90 115 114 139 173

9 6 6 5 5 3 2 2 5 6 5
28 33 35 51 59 66 80 108 125 150 154

1 1 1 1 1 2 1 1 1 2 1

177 177 205 210 427 455 736 1 041 1 413 2 165 2 628

-1 7 7 -1 7 7 -2 0 5 -2 1 0 -3 5 7 -3 2 0 -3 6 7 -  786 - 1  112 - 1  704 - 2  074

206 230 246 264 320 357 393 537 614 712 739
235 231 234 298 398 454 503 509 614 848 992

-  29 -  1 12 -  34 -  78 -  97 -1 1 0 •f 28 -  136 -  253

— — -  59 -  75 —

9
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Investment and other capital transactions

'Investment and other capital transactions' comprise official long
term capital transactions, Investment transactions, external bor- 
rovA/ing and lending by UK banks, changes in external sterling 
liabilities, trade credit and other capital flows. These transactions 
are said to be 'above the line' and do not include capital flows 
associated with 'official financing' which are 'below the line'. (A 
description of this aspect of the structure of the accounts is given in 
an article in Statistical News, February 1977.)

In the balance of payments accounts, the term 'investment' has a 
wide coverage. It does not refer only to the physical creat'on of 
capital but also, for example, to the purchase (or sale) of paper 
assets, to the financing of trade movements, and to other financial 
transactions between related companies in the United Kingdom 
and the rest of the world, transactions in stocks and shares and 
other securities, and certain financing transactions (e.g. net bor
rowing from banks, etc. overseas.)

The main Items are summarised in Table 1.3 where they are given 
identification numbers which are quoted in other tables and in the 
notes below. Sub-divisions of these item numbers are shown 
against individual series in the tables where these are associated 
with series of assets or liabilities shown In Tables 11.1 or 11.2.

Official long-term capital
This heading comprises inter-government loans and other official 
long-term capital (net).

Inter-government loans (Table 8.2)
This covers drawings and repayments of loans between the UK 
government and overseas governments. Short-term loans are in
cluded within 'Other official short-term transactions' and loans 
raised to support the UK official reserves form part of 'Official 
financing'. The information is obtained from various UK govern
ment departments. End-year levels outstanding are given in Table 
11.3. Loans and repayments associated with the purchase of US 
military aircraft and missiles are detailed on page 65 in United 
Kingdom Balance o f Payments 1963-73.

Other official long-term capita! (/?ef) (Table 8.3)
This covers all long-term capital transactions with overseas 
residents by the central government, other than transactions in 
British government stocks, inter-government loans and borrowing 
overseas. The heading also covers loans and investment overseas 
by the Commonwealth Development Corporation together w ith 
any subsequent loan repayment and disinvestment.

It includes capital subscriptions to international lending bodies 
other than the IMF, that is, the International Development Associa
tion, regional development banks and, from 1973, the European In
vestment Bank. 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 are payments to the International Bank for 
Reconstruction and Development to maintain the dollar value of 
UK subscriptions consequent upon the devaluation of sterling in 
November 1967, and the repayment of the subscription to the Euro
pean Fund in 1973. Subscriptions and contributions to interna
tional organisations to meet administrative expenses are not in
cluded here but under general government transfers (debits) in the 
current account.

Other items include repayments of capital and payments of in
terest to the IBRD by the UK government as guarantor of loans to 
Rhodesia; a loan, repaid in 1971, to the UK government from the 
Deutsche Bundesbank; a capital contribution to the reserves of the 
European Coal and Steel Community; and transactions in the 
shares of the Compagnie Financidre de Suez.

The information is obtained from official records.

40

Overseas investment in UK public sector (Table 8.4)
This consists of transactions in British government and govern
ment guaranteed stocks w ith overseas residents (excluding central 
monetary institutions and international organisations); dated 
British government foreign currency bonds which were offered in 
April 1977 to overseas official holders of sterling; local authorities' 
securities and mortgages; public corporations' and local 
authorities' net issues abroad and their borrowing from banks and 
other financial institutions overseas, other than under the ex
change cover scheme. It includes sterling borrowing from external 
sources, mainly European institutions.

Direct sources of measurement are used for investment in the 
various types of UK securities, though information on changes in 
holdings through nominees is incomplete. Changes in the holdings 
of government and government guaranteed stocks by private 
overseas residents are measured from banking statistics and other 
Bank of England sources; the coverage was formerly far from com
plete but has been improved progressively. Transactions in local 
authority mortgages held in the names of overseas residents are 
obtained from returns of local authority borrowing. Foreign curren
cy bonds, issues abroad and net borrowing from banks, etc., 
overseas are measured from official records.

Inward and outward investment—UK private sector (Table 8.5)

Direct investment
Inward direct investment comprises net investment by overseas 
companies in branches, subsidiaries or associated companies in 
the United Kingdom. Outward direct investment comprises net In
vestment by UK companies in their overseas branches, subsidiaries 
or associated companies (see page 30). Transactions of govern
ment departments, the Commonwealth Development Corporation 
and oil companies are excluded. The estimates for overseas direct 
Investment in the United Kingdom include insurance companies 
from 1969; inward investment by insurance companies prior to 
1969 is thought to have been fairly small. The figures of outward in
vestment cover the transactions of a number of public corpora
tions, namely, the British Steel Corporation, British Airways, 
British Aerospace (from 1977), British Gas, and Cable and 
Wireless. The estimates of direct investment include the parent's 
share of the unremitted profits of the subsidiary or associated com
pany, the net acquisition of share and loan capital, changes in bran- 
ch/head office indebtedness and changes in inter-company ac
counts. Estimates of direct investment are derived from regular in
quiries by the Department of Trade, the Bank of England and the 
British Insurance Association, the results of which are published 
periodically in British business and Business Monitor MA4. A 
geographical analysis Is given in Table 8.6.

Portfolio investment
Overseas investment in UK company securities. The figures shown 
for this Item represent the changes in the holdings by overseas 
residents of UK company securities, including securities issued 
both on the domestic market and in international, including euro
bond, markets. (International issues by oil companies, however, 
are Included under Investment by oH companies). The estimates up 
to 1970 are derived from a Department of Trade and Industry in
quiry based upon company registers and, from 1971, from a Bank 
of England inquiry into overseas portfolio investment together with 
other information gathered by the Bank.
UK portfolio investment overseas. Overseas portfolio investment 
by UK residents includes UK participation in new issues of sterling 
loan stock raised by overseas public authorities and overseas 
registered companies on the London market, less redemptions of
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i existing similar stock owned by UK residents. Other overseas port
folio investment by UK residents consists largely of net purchases 
or sales by UK residents of overseas government and municipal 
loan stock, including purchases or sales of loan stock previously 
issued on the London market, together with net purchases or sales 
of the stocks and shares of overseas-registered companies. Invest
ment by Lloyd's in its trust funds held in North America is also in
cluded within portfolio investment.

Up to 1970 most of the estimates were based on the Bank of 
England survey of overseas investment, which included transac
tions in securities dealt in on the London Stock Exchange and in 
non-sterling securities quoted abroad. The survey made use of in
formation obtained from registrars and paying agents in the United 
Kingdom and was supplemented from exchange control sources. 
Adjustments based on balance of payments information compiled 
in other countries {'partner-country' information) were made to 
cover transactions in overseas sterling area securities which fell
outside the range of the survey.

From the beginning of 1971 the figures are based partly on conti
nuing use of exchange control returns (together with returns sub
mitted on a voluntary basis relating to transactions after the ending 
of controls in October 1979) and partly on a Bank of England inquiry 
into overseas portfolio investment; information is also obtained by 
the Department of Trade and the Central Statistical Office.

Investment by oil companies
Overseas investment by oil companies is measured on a basis com
parable to the estimates of direct investment except that unrelated 
trade credit is also included. The estimates of outward investment 
include 40 per cent of the Royal Dutch/Shell Group's investment 
outside the United Kingdom representing the Shell Transport and 
Trading Co. Ltd. (i.e. UK) share of the Group. Similarly the 
estimates of kiward investment include 60 per cent of the Royal 
Dutch/Shell Group's investment in the United Kingdom represen
ting the share of the Royal Dutch Petroleum Co. in the Group. 
Estimates of both inward and outward investment are shown net 
and are based on information supplied by the oil industry to the 
Bank of England.

Net borrowing from banks, etc. overseas
Inward investment includes borrowing and repayments by UK 
companies from banks and unrelated commercial companies 
overseas and from EC institutions (e.g. ElB, ECSC). The figures 
were based on exchange control information which ceased with 
the abolition of controls in October 1979. Figures for the remainder 
of 1979 were estimated.

Miscellaneous investment
Inward investment mainly consists of Identified transactions in real 
estate. Outward investment includes real estate transactions; non
bank financial institutions' loans and mortgages to overseas 
residents; net investment by the Commonwealth Development 
Finance Company (until 1977—from 1978 figures are incorporated 
in direct investment); and borrowing and repayments by overseas 
companies from unrelated UK companies other than banks. Some 
of the information was derived from exchange control sources and 
is no longer available. Other information is obtained by the Depart
ment of Trade and the Central Statistical Office, some of which is 
published in Financial Statistics and Business Monitor MQ 5.

Overseas currency borrowing or lending (net) by UK banks
(Table 8.8)
This item comprises external borrowing and lending denominated 
in overseas currencies by UK resident banks and certain other UK 
institutions (those which had permission to take overseas currency

Investment and other capital transactions

deposits and make overseas currency loans when exchange con
trols existed). This is the UK part of the euro-currenry market and 
consists of changes in deposits with UK banks of overseas curren
cies made by non-residents and loans by the banks In those curren
cies to non-residents.

The series exclude commercial bills lodged with UK banks for 
their customers which are part of trade credit {items 12and 13) and, 
for 1975 onwards, exclude acceptances. Also excluded are the ex
ternal borrowing by UK banks to finance their participation in the 
$2,500 million and $1,500 million facilities arranged for HM Govern
ment and their lending to UK local authorities and public bodies 
under the exchange cover scheme; these are included under of
ficial financing transactions. Overseas currency lending to non
residents in the form of export credit, introduced from the third 
quarter of 1977, is excluded from the series and included in UK 
banks' export credit. The counterpart borrowing, however, is in
cluded.

Borrowing to finance UK investment overseas {item 7)
This comprises the counterpart, in deposits taken by UK banks 
from non-residents, of overseas currency loans (net of 
repayments) by the banks to UK residents to finance UK direct, 
portfolio and other investment overseas. The figures are based on 
information obtained by the Bank of England from exchange con
trol authorisations. Estimates have been made for the remainder of 
1979 following the abolition of controls in October.

Other borrowing or lending {net) {item 8)
This covers borrowing which is switched into sterling by the banks 
and on-lent to UK residents for domestic purposes, and 
lending to overseas residents which represents either the counter
part to foreign currency deposits with banks by UK residents or 
sterling assets which have been switched into overseas currencies 
(subject to exchange control restrictions when in force).

The series has been calculated from the closing balances of 
liabilities net of claims as reported by all banks and similar institu
tions to the Bank of England. Prior to 1971, the series represents 
the difference in these balances over the year. From 1971 onwards 
adjustments have been made to exclude revaluations resulting 
from floating exchange rates. Borrowing to finance lending to HM 
Government, local authorities and public bodies under the ex
change cover scheme and to the private sector for investment 
abroad is excluded. The table on page 54 reconciles the estimates 
of these transactions with the change in net external liabilities 
shown in Table 11.4.

External sterling liabilities (Table 8.8)
These are commonly referred to as 'sterling balances' and fall 
into two categories. The exchange reserves in sterling ('official 
holdings') are the sterling reserves of overseas countries and inter
national organisations (other than the IMF). The second category 
('private holdings') comprises the holdings by individuals, com
panies, banks and overseas government accounts other than the 
central monetary institutions. In each case the liabilities cover ex
ternal sterling deposits with banks, finance houses and local 
authorities, and Treasury bills; the official holdings also include 
British government stocks and non-interest-bearing notes. The en
tries in Table 8.8 are measures of transactions in external sterling 
liabilities. End-year levels are given in Table 11.5.

Exchange reserves in sterling
items 9 and 10 in Table 8.8 show transactions by overseas central 
monetary institutions and international organisations (other than 
the IMF) in:
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British government stocks (item 9}
The estimates, including those for government guaranteed stocks, 
are made at transactions value. Because the market value of these 
stocks varies over time, transactions are not necessarily equal to 
the changes in levels, which are at estimated market values, shown 
in Table 11.5 (see notes on page 55).

Banking and money market Habilities in sterling and non-interest- 
bearing notes (item 10}

(a) current and deposit accounts and sterling certificates of 
deposit;
{b) temporary loans to, and bills drawn on, local authorities, and 
deposits w ith finance houses, whether made direct or by UK 
banks or other UK agents for accounts of overseas residents;
(c) UK Treasury bills;
[d) non-interest-bearing notes held by international organisa
tions.

Other external banking and money m arket liabilities in sterl
ing
This item {item 11 in Table 8.8) consists of changes in UK external 
banking and money market liabilities in sterling to overseas 
residents, other than central monetary institutions and interna
tional organisations. The composition of banking and money 
market liabilities in sterling is the same as the exchange reserves 
items (a), (/>) and (c) above.

Transactions in external sterling liabilities are derived from bank
ing statistics supplemented by returns from other financial institu
tions and the Crown Agents for Oversea Governments and Ad
ministrations.

Import and export credit (Table 8.7)
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. Export credit also includes credit 
extended by UK institutions for the financing of trade between 
other countries. Except for ships and North Sea installations the 
estimates do not cover oil company transactions which are includ
ed in oil companies' private investment. UK government transac
tions are also excluded.

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 com
pany and is therefore recorded under direct investment. Investiga
tion has shown that many companies' accounts do not distinguish 
between related trade credit and other direct investment. The 
figures of related trade credit shown separately in previous Pink 
Books are, in consequence, incomplete and have been dropped.

Trade credit between 'unrelated' concerns (items 12 and 13)
Import credit {item 12) consists of net credit received by UK firms 

from overseas concerns less changes in advance and progress 
payments made by UK firms to overseas suppliers. When these ad
vance 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 8.7 but these transactions net out within import credit 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 Industry capital 
expenditure inquiry. For the other items, information is made 
available by individual companies. Prior to 1973, information on 
credit received on oil company ships is not available separately and
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is included in other commercial short-term transactions {net).
Estimates of other credit received and changes in advance and 

progress payments are derived from annual inquiries carried out by 
the Department of Trade into trade credit received or extended, the 
estimates for the latest year being based on corresponding quarter
ly inquiries.

For convenience import deposits paid direct to HM Customs and 
Excise by overseas firms are also included under import credit in the 
summary tables, the estimates being derived from information 
available to the Bank of England.

Export credit (item 13) consists of net credit extended to 
overseas firms by banks in the United Kingdom and directly by UK 
firms (suppliers' credit) less changes in advance and progress 
payments. Detailed information is given in Table 8.7.

Credit extended by UK banks, including credit to the overseas af
filiates and parent companies of UK firms comprises credit covered 
by bills of exchange discounted by (sold to) banks and by pro
missory notes held, including those in connection with ECGD 
buyer credit schemes (in sterling and foreign currencies), specific 
bank guarantees and comprehensive bank guarantees. Buyer 
credit and specific bank guarantees are at a fixed rate of interest for 
a period of two years or more, w ith insurance cover being provided 
by the ECGD. Buyer credit is extended directly to overseas 
customers, whereas specific bank guarantees relate to credit ex
tended through UK suppliers. Amounts refinanced before April 
1972 with the Issue Department of the Bank of England and subse
quently w ith the ECGD are included, as are amounts refinanced 
from September 1979 with the Trustee Savings Banks and the 
Central Trustee Savings Bank. When overseas customers make 
advance and progress payments to UK businesses by borrowing 
from UK banks under buyer credit schemes, the transactions 
recorded as credit extended by UK banks are offset by correspon
ding entries recorded as advance and progress payments by 
overseas customers and total net export credit extended is not af
fected. Comprehensive bank guarantees cover credit extended for 
less than two years w ith interest related to base rate and insured 
through the ECGD.

Suppliers' credit extended by UK businesses excludes amounts 
covered by unmatured bills of exchange and promissory notes dis
counted or sold to banks in the United Kingdom, which are in
cluded under credit extended by UK banks.

The estimates are based largely on annual Inquiries carried out by 
the Department of Trade. A fuller description of the scope of the in
quiries w ith some detailed results was published In Trade and In
dustry lox 14 April 1971. Further information on credit terms of ex
ports for the years 1975 to 1978 was given in British business iox2Q 
June 1980. Other sources are the FCGD anri the hankinn statlstirj?

Other transactions (Table 8.8)
External sterling lending (UK claims) consists of sterling ad

vances and overdrafts (net of repayments) provided to overseas 
residents by UK banks and certain other UK financial institutions, 
and sterling commercial bills discounted and acceptances, other 
than bills connected with UK export credit.

Officia! short-term transactions include short-term inter-
government loans and transactions with non-residents under 
minor government accounts in the form of changes in balances not 
attributable elsewhere in the accounts. Balances held by the 
Paymaster General on the EC's account are included. Up to 1976an 
adjustment is included aligning the calendar year receipts under the 
Anglo-German offset agreement for British forces stationed in Ger
many with the receipts included in the current account which are 
treated as accruing throughout the financial year. There are addi
tional entries for the purchase of US military aircraft and missiles 
(see page 13) and entries of a simitar nature for the sales of Harrier
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aircraft and spares to the US.
Other commercial short-term transactior)S {net) include the 

overseas short-term transactions of UK investment trusts, unit 
trusts, pension funds and Insurance companies; certain short-term 
transactions of oil companies excluding, from 1973, trade credit on 
ships and platforms, but including some credit on oil; changes in 
gold dealers' balances, silver dealers' stocks, commodity dealers' 
stocks held overseas (when available from exchange control 
sources); certain unremitted earnings of service industries; 
overseas residents' shares in and deposits with UK building 
societies (from the third quarter of 1978); and some holdings of 
commercial bills by International organisations. Transactions in
both assets and liabilities are covered.

IMF expenditure and receipts in sterling comprises IM F receipts 
of sterling (re-purchased in 1972) from the United Kingdom as

charges on drawings, and IMF administrative and operational ex
penditure in sterling. These and IMF gold deposits in the United 
Kingdom are described on page 67. The entry for 1978, comprising 
an increase in sterling liabilities, was for the third IMF gold restitu
tion; it was repurchased in 1979.

References
The results of the Department of Trade inquiry into overseas direct 
investment are published in British business and in Business 
Monitor MA4.

Further information on inter-government loans and other official 
long-term capital transactions is available In the Consolidated Fund 
and National Loans Fund Accounts and the Annual Report o f the 
Commonwealth Development Corporation.

Table 8.1 Summary of investm ent and other capital transactions (1) £ million

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Official long-term capital 
Overseas investment in UK public sector 
Overseas investment in UK private sector 
UK private investment overseas 
Overseas currency borrowing or lending 

(net) by UK banks
Changes in external sterling liabilities 
Trade credit 
Other transactions

+ 472 
+ 459 
-381 
+ 186

-  274 
+ 107 
+ 1 053
-  860

+ 471 
+ 1 422

-  254 
+ 120 
+ 798 
- 1  402

-  255 
+ 175 
+ 1 661 
- 1  760

-  287 
+ 252 
+ 2 304 
- 1  148

-  291 
+ 43
+ 1 699 
- 1  290

105 -

-  160 
+ 203 
+ 2 070 
- 2  232

-  106 
- 1  152 
- 1  064 
-  696

-  319 
+ 2 182 
+ 3 188 
- 2  222

+ 369 
+ 1 462
-  341 
+ 141

-  336
-  99 
+ 2640 
- 4  414

1. Assests: increase-Zdecrease + . Liabilities: increase + /decrease—

Table 8.2 Inter-govem m ent loans(1)

Item
number

Inter-govemment loarts by the 
UnKed Kirtgdom

Loans made by the United Kingdom 
Western Europe'^*
India
Rest of world 

Total

Loans repaid to the United Kingdom 
Western Europe^^l 
India
Rest of world 

Total

Total inter-government loans by the 
United Kingdom (net)'^^ 3a

Inter-govemment loans to the 
United Kingdom

Loans made to the United Kingdom 
EC countries 
North America'^^

Total

Loans repaid by the United Kingdom 
EC countries 
Other Western Europe 
North America*3>

Total

Total inter-government loans to the 
United Kingdom (net)*!*

Inter-goverment loans (net)

-  384 
+ 900 
+ 2883 
- 6  401

+ 1 573 
+ 3 345
-  843
+ 97

Total investment and other capital transactions —177 + 5 ^  f1  791 — 684 + 166 +1 595 + 121 3 137 + 4 460 3 518 +1 170

£ million

1. Assets: increase—/decrease + . Liabilities: increase + /decrease—. Components have been rounded independently of the totals.
2. These figures relate entirely to Turkey and Yugoslavia.
3. Loans and repayments associated with purchase of US military aircraft and missiles are shown on page 65 in the UnitedXingdom Balance o f Payments 1963-1973.

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

-  3 -  4 -  6 -  7 -  2 -  1 -  1 -  3 -1 1 -  4

-  32 -  44 -  60 -  50 -  48 -  74 -  60 -1 7 -  6 -  8 -  9
-  48 -  61 -  60 -  53 -  42 -  33 -  52 -3 7 -3 5 -5 3 oy

-  82 - n o -1 2 5 -1 1 0 -  93 -1 0 8 -1 1 3 -5 4 -4 4 -7 1 -  81

+ 1 + 2 + 3 + 4 + 4 + 4 + 3 + 3 + 2 + 1 + 3
+ 14 + 9 + 11 + 12 + 13 + 15 + 17 + 19 + 19 + 22 + 32
+ 14 + 16 + 19 + 18 + 14 + 15 + 14 + 15 + 27 + 23 + 35

+ 30 + 27 + 32 + 34 + 31 + 33 + 34 + 37 + 48 + 46 + 70

-  52 -  83 -  93 -  77 -  62 -  75 -  79 -1 7 + 5 -2 5 -  12

+ 52
+ 64 + 9 + 4 . . .

+ 117 + 9 + 4 — — — —

-  9 -  10 -  8 -  56
-  5 -  5 -  5 -  5 -  2 — — — — —>

-  97 -  89 -  87 -1 0 6 -  89 -  84 -  83 -2 1 -6 8 -6 4 -  60

-1 1 2 -104 -1 1 2 -  91 -  84 -  83 -2 1 -6 8 -6 5 -1 1 6

+ 5 -  95 -  96 -1 1 2 -  91 -  84 -  83 -2 1 -6 8 -6 5 -1 1 6

-  48 -1 7 8 -1 8 9 -1 8 8 -1 5 3 -1 5 9 -1 6 2 -3 8 -6 4 -9 0 -1 2 8

f

J

* I

I
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Table 8.3 Other official long-term capital(net)

Item
number 1969 1970

Assets
Subscriptions to international lending 
bodies:
International Development 
Association

Regional Development Banks 
International Finance Corporation 
International Fund fo r Agricultural 

Development
International Bankfor Reconstruction 

and Development 
European Investment Bank

Repayment o f subscription to the 
European Fund 

Commonwealth Development 
Corporation:

Loans and investment 
Repayments and disinvestment 

Repayment to IBRD on loans to 
Rhodesia guaranteed by UK 
government

Repayment by Alcan Aluminium Ltd.
o f Canada on war-time loan 

Capital contribution to  the reserves 
of the European Coal and Steel 

Community
Sale by UK o f Suez shares

-  1

-  3 -  2

4- 6 8

Total*^* 3c - 5 2 - 2 8

Liabilities
Loan from Deutsche Bundesbank 3d

Other official long-term capital 
(r>et)'2l - 5 2 - 2 8

1. Assets: increase-Zdecrease. Liabilities: increase-!-/decrease—.
2. Components are rounded independently from  the totals.

Table8.4  Overseas investment in UK public sectori i )

Item
number 1969 1970 1971

British government stocks*^)
British government foreign currency 

bonds
Local authorities' securities and 

mortgages

Net issues abroad^^).
Public corporations 
Local authorities

Net borrowing from  banks, etc. 
overseas^^*

Public corporations 
Local authorities

4a - 7 4 - 1 0 -h 82

4b

4c -  1 2 + 21

+ 10

+  9 -  2 +

Overseas investment in UK public 
sector 4 - 5 6 - 1 0 + 107

1972 1973

+ 108 + 42

+ 5 32

1974 1975 1976 1977

+ 105 -1 3 + 116 -f 979

— — + 395

-  10 + 4 + 14 28

+ 85 -  4 + 46 + 30

1978

-  3

+ 4

+ 19 + 56 + 27

i'

£  m illion

1971 1972 1973 1974 1975 1976 1977 1978 1979

-4 1 - 4 8 -  52 -  69 -  80 -  76 -181 -1 5 9 -2 2 6
-  1 -  1 -  6 -  16 -  10 -  20 -  23 -  37 -  2

— -  12

— -  18 — —

-  2 -  2 -  1 -  2 -  2 -  8 -  1
' ™ -  23 -  23 -  12 -  5 -  6 -  17 -  15

+ 3 — —

-2 3 - 2 0 -  21 -  35 -  27 -  26 -  36 -  30 -  44
+ 6 + 8 + 8 + 9 + 11 + 11 + 12 + 10 + 9

-  2 -  3 -  2 -  3 -  3 -  3 -  2 -  2 -  1

— - + 18 — — —

— -  8 -  8 -  8
— + 5 + 22

- 6 3 -  66 -1 0 2 -1 2 8 -1 2 9 -1 2 2 -2 5 5 -2 4 6 -2 5 6

- 2 3 — — — —> —

- 8 5 -  66 -1 0 2 -1 2 8 -1 2 9 -1 2 2 -2 5 5 -2 4 6 -2 5 6

E m illio n

1979

+ 957

+ 33

+ 120 + 175 + 252 + 43 + 203 + 2 182 -9 9 + 900

1. Liabilities: increase + Zdecrease-. Net of disinvestment
2. Excluding net investment by central monetary institutions and international organisations which is included in Item 9  o f Tables 1.3 and 8.8. 
J. bxcluding net foreign currency borrowing under the exchange cover scheme which is included under ‘Official financing'.
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'  17

I - 3

I + 4

'  15

- 3 0  -  44
+ 10 + 9

-  2 -

+ 22

-246 -256

-246 -256

fmilfion

1978 19̂

+957

+ J3
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Table 8.5 Inw ardand outw ard investm entm —U K private sector E m iliio n

Item
number 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Overseas investment in UK private 
sector
Directl^l

Change in branch indebtedness 
Unremitted profits of 

subsidiaries^^’
Net acquisition of share and loan 

capital
Change in inter-company accounts 

Total direct investment

-+ 33

-t-133

+ 21

+ 181

+ 35 + 33 -  5 - 1 7 27 -  49 + 172 + 103 -  36

+ 184 + 304 + 344 + 251 + 242 + 531 + 827 + 800 +1 164

+ 156 + 149 + 346 + 477 + 219 + 251 + 185 + 204 + 246
+ 75 -  78 + 49 + 143 + 39 -  15 + 73 + 134 -  108

5a

Investment in UK company securities 
International issues 5b
Domestic securities 5c

Investment by oil companies 5d
Net borrowing from banks, 

etc. overseas 
For use in UK
For direct investment overseas 
For portfolio investment overseas 

Miscellaneous investment

+ 322 + 363 + 450 + 408 + 734 + 854 + 527 + 718 +1 257 +1241 +1 266

+ 99
+ 160 
+ 819

+ 216 
+ 205 
+ 1 110

+ 116 
-  104 
+ 750

+ 105 
+ 245 
+ 1 285

+

+

+

Total overseas investment in UK 
private sector 5 + 676 + 854 + 1 053 + 798 + 1 661 + 2304 + 1 699 + 2 070 + 3 188 + 2 640 + 2883

K private mveetment oversees
Directl^l

Change in branch indebtedness -  60 -  26 9 -  69 -  33 124 -  43 -  73 -  120 -  231 -  124

Unremitted profits of 
subsidiaries^^’ -321 4 ̂  ̂ 329 -  465 -  840 851 -  873 - 1  453 - 1  285 - 1  251 - 1  349

Net acquisition of share and loan 
capital -1 0 4 -1 9 7 229 -  197 -  563 -  234 -  460 -  382 -  667 - 1  258

Change in inter-company accounts -  64 -  1 109 -  6 -  185 — 220 + 56 -  122 3 -  245 -  7

Total direct investment 6a -5 4 9 -5 4 6 676 -  737 - 1  621 1 575 - 1  094 - 2  108 - 1  790 - 2  394 - 2  738

Portfolio
London market loans + 7 + 16 1 + 4 + 20 + 29 -f 28 + 24 + 25 + 18 + 5

Transaction in foreign currency 
securities + 31 -  37 + 37 -  534 + 297 + 750 -  14 + 271 + 329 -  466 -  635

Other -  86 -111 — 81 -  74 -  41 54 -  73 -  205 -  349 -  615 -  258

Total portfolio investment 6b -  48 -1 3 2 — 45 -  604 + 276 + 725 -  59 + 90 + 5 - 1  063 -  888

Investment by oil companies and 
miscellaneous investment 6c -  96 -151 139 -  61 -  415 298 -  137 -  214 -  437 -  957 - 2  775

Total UK private investment overseas^ -6 9 3 -8 2 9 — 860 - 1  402 - 1  760 —1 148 - 1  290 - 2  232 - 2  222 - 4  414 - 6  401

Assets: increase-/decrease+. Liabilities: increase + /decrease-. Net of disinvestment.
Overseas direct investment in the UK excludes the transactions of oil companies. UK direct investment overseas excludes the transactions o f oil companies but includes 
investment by a number of public corporations.
Including associated companies.
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T a b le s . 6  D irect investm ent<i>>-geographical analysis'^’
(net o f disinvestment and excluding the transactions of oil companies) £  m illion

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

EC(6)/EC(8)I3>
In UK -f 37 + 55 + 37 + 39 + 112 + 76 + 97 + 162 + 292 + 275
By UK -1 0 5 -  78 -2 6 3 -2 2 3 -  519 -  364 -  151 -  490 -  374 -  543

. •

Other Western Europeli^l
In UK 15 +  27 + 29 + 53 + 62 + 120 + 50 + 57 + 163 + 105
By UK -  56 -  51 -  38 -  66 -  105 -  100 -  50 -  192 -  188 -  276

* » 
• •

North America
In UK + 206 + 240 + 324 f251 + 422 + 472 + 216 + 467 + 646 + 787
By UK -  89 -1 8 5 -1 5 6 -161 -  511 -  483 -  308 -  567 -  538 -  799

Other developed countries
In UK + 64 + 37 + 41 + 45 + 17 + 12 + 101 -  10 + 160 + 15
By UK -1 9 9 -1 1 4 -151 -2 0 2 -  284 -  409 -  288 -  408 -  312 -  292

• • 
• «

Oil exporting countries
In UK -  1 -  2 -  1 — -  1 + 109 -t 16 -  26 -  22 + 10
By UK -  28 -  33 -  25 -  24 -  25 -  44 -  41 -  118 -  177 -  156

% t 
• •

Rest o f world
In UK + 1 + 6 + 20 + 20 + 122 + 65 + 47 + 68 + 18 + 49
By UK -  72 -  85 -  43 -  61 -  177 -  175 -  256 -  201 -  328

t %
« .

Total
In UK + 322 + 363 + 450 + 408 + 734 + 854 + 527 + 718 + 1 257 + 1 241 + 1 266
By UK -5 4 9 -5 4 6 -6 7 6 -7 3 7 - 1  621 - 1  575 - 1  094 - 2  108 - 1  790 - 2  394 - 2  738

1. Assets: increase-/decrease+ . Liabilities: increase + /decrease-.
2. A more detailed geographical analysis is published in Business M onitor MA4.
3. Prior to  1973, the European Community (EC) excludes, and Other Western Europe includes, Denmark and Irish Republic.

T a b le  8 .7  T r a d e  c r e d i t ^ i £m illion

Item
number 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Unrelated im port credit
Credit received

Identified long-termf^) + 50 + 75 + 131 + 176 + 148 + 68 + 24 -  79 + 76 -  70 -1 7 3
Other + 70 + 12 + 11 + 41 + 216 +  138 + 65 + 246 + 130 + 163 + 91

Total 12a + 120 + 87 + 142 + 217 + 364 + 206 + 89 + 167 + 206 + 93 -  82

Advance and progress payments
Identified long-term creditl^) -  13 -  46 -  66 -  22 -  10 -1 0 4 -  32 -  37 + 132 + 146 -  51
Other -  13 + 5 + 6 + 3 -  5 -  14 + 2 -  91 -  41 + 110

Total 12b -  26 -  41 -  60 -  19 -  15 -1 1 8 -  30 -  128 + 91 + 256 -  51

Import deposits paid directly
from  overseas 12c + 59 -  32 -  28 — — —

Net unrelated im port credit
received 12 + 153 + 14 + 54 + 198 + 349 + 88 + 59 t 39 + 297 + 349 -1 3 3

Unrelated export credit
Credit extended by UK banks

Identified long-term
ECGD Buyer credit schemes -1 2 5 -1 5 0 -2 2 9 -2 5 9 -2 5 9 -3 7 5  1
ECGD Specific bank guarantees 

Other
-  77 -1 1 9 -1 2 4 -  53 + 5 -  44 } -6 3 3 -  706 -601 —625 -4 3 6

ECGD Comprehensive
bank guarantees -  40 -  62 ~  25 -  10 -  45 -1 1 9 -1 0 8 -  120 -  15 + 33 + 27

Other + 12 -  54 -  19 -  15 -  75 -  79 + 59 + 9 + 25 + 108 + 50

Total*'* 13a -2 3 0 -3 8 5 -3 9 7 -3 3 7 -3 7 4 -6 1 7 -6 8 2 -  817 -591 -4 8 4 -3 5 9

Suppliers' credit extended 13b -1 7 2 -1 1 6 -  13 -1 6 7 -3 2 4 -4 9 3 -1 2 9 -  580 -3 1 5 -4 9 0 -6 4 9A ..J ■Advance and progress payments 13c + 68 + 106 H 2 3 + 95 + 146 + 300 + 234 + 294 + 268 + 135 + 298

Net unrelated export credK
exterKled 13 -3 3 4 -3 9 5 -2 8 7 -4 0 9 -5 5 2 -8 1 0 -5 7 7 - 1  103 -6 3 8 -7 1 0

Unrelated trade credit summary
Net credit extended less net credit

received -181 -3 8 1 -2 3 3 -2 1 1 -2 0 3 -7 2 2 -5 1 8 - 1  064 -341 -4 9 0 -8 4 3

1. o f which, relating to transactions between UK businesses and: 
their overseas affiliates 
their overseas parent companies 
other overseas concerns 
Total credit extended by UK banks

-  25 -  18 -  5 + 8 -  4 -  44 -  53 -  56 -  91 -  26
-  26 -  19 -  13 -  46 -  99 -  48 + 28 + 4 -» 54 -  41
-1 7 9 -3 4 8 -3 7 9 -2 9 9 -2 7 1 -5 2 5 -6 5 7 -  765 -5 5 4 -4 1 7
-2 3 0 -3 8 5 -3 9 7 -3 3 7 -3 7 4 -6 1 7 -6 8 2 -  817 -5 9 1 -4 8 4 -3 5 9

n r  M- ^  existing credit repaid. Assets: increase-/decrease+ . Liabilities: increase + /decrease-,
re I t  on ships, commercial aircraft and North Sea installations; prior to 1973, ships owned by oil companies are excluded,
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-  292
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1978 1979

+ 53

i146
4 ll0

-51

256 -51

+349 -133

-436

-484

710

J53
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Investment and other capital transactions

Table 8.8 Other capital transactions n> E m illio n

Item
number 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Overseas currertcy borrowing or 
lending (net) by UK banks'^’
Borrowing to finance UK 

investment overseas;
Direct investment 
Portfolio investment 
Other investment 

Other borrowing or lending (net)

Total

Exchange reserves in sterling
British government stocks

Banking and money market 
liabilities etc.

External deposits with: 
Banks‘3l
Finance housesl^'
Local authorities 

Treasury bills
Non-interest-bearing notes

Total

Other external banking and money 
market liabilities in sterling

External deposits with:
Banksl31
Finance houses'll 
Local authorities 

Treasury bills

Total

Other transactions
External sterling lending*^* 
Official short-term transactions 

(n.e.i.)

Other commercial short-term 
transactions (net) 

Investment trusts 
Unit trusts
Insurance companies 
Pension funds 
Other

Total

IMF expenditure and receipts in 
sterling

IMF gold deposits in UK

Total other transactions

h +-157 +-171 +■ 79 +-485 + 546 286 + 122 + 511 + 530 — 185

7 + 72 J' + 23 + 84 +-625 +- 86 338 •f 4 — + 23 + 355 286
1 1L _ + 25 +- 21 +- 24 + 62 30 + 43 + 16 50 + 1

8 -1 1 0 -t-292 +-191 -2 5 4 -  60 565 67 271 181 •I 271 +-2;043

-  38 +-472 +-471 +-471 +-535 295 +,253 106 369 436 +-1 573

9 -t-237 +- 63 55 +- 65 +- 74 _ 124 + 7 + 14 + 5 115 + 247

10a -1-133 +-142 +-240 -1 0 4 +-264 + 568 \» —224 646 + 133 250 + 268
10a -+ 11 +- 15 + 10 -  1 -  5 + 1 j

2610b -1- 28 -  35 + 45 +-147 +-152 107 + 86 — 173 — 131 + 16

10c -1 1 9 -  7 +-335 +-154 -3 4 7 + 1: 038 — 508 621 114 + 97 + 82

10c -+ 24 +- 15 + 28 +- 26 +- 23 + 34 + 22 + 19 + 88 + 133 + 194

10 -1- 77 +-130 +-658 +-222 +■ 87 +-11 534 624 1 421 — 24 — 4 + 518

11a -  46 +•227 +-685 -  80 -  13 + 163 1• +529 + 269 + 11 475 + 308 +:\ 518
11a -  5 +- 47 + 7 -  8 +- 6 — 1 /
11b -  2 -  6 + 17 -  3 -  1 — . 16 1 —

11c -  2 — +- 1 + 2 + 22 14 + 6 15 + 62

11 -  53 +■266 +■709 -  91 -  7 + 148 + 550 + 255 +-11 481 + 293 +-2 580

14a -  55 +-124 + 39 -241 +- 35 + 53 + 94 — 348 + 61 592 + 216

14b -  6 +- 29 + 21 +- 10 +• 19 20 + 15 + 19 + 54 + 75 + 145

-  21 +- 10 + 21 -  6 -  70 13 + 80 15 + 11 26 _ 1
+ 7 -  7 + 4 -  7 -  19 + 6 + 34 8 — 2 11 + 3

+- 8 •f 6 +- 2 -  17 34 + 34 16 + 2 — 23 28
• > ,  , » • 1 4 4 4 • 9 + 7 — 89 + 27 14 — 21

-+ 14 +- 26 + 16 -  66 -  89 59 + 28 — 239 12 + 20 — 204

14c +- 37 + 47 -  77 -1 9 5 — 100 + 183 367 + 26 54 251

14d -•- 15 -  83 + 14 13
14d — -  4 — 2 -  11 — — —

14 -  46 +-186 + 105 -4 0 2 -141 67 + 292 _ 696 + 141 557 + 97

1. Asset: increase-Zdecrease. Liabilities: increase+~ /decrease—
2. The figures are r>et of repayments. External borrowing by UK banks to finance their participation in foreign currency borrowings by HM Government, and their lending under 

the exchange cover scheme, is excluded.
3. For 1975 onwards, deposits with finance houses are included w ith banks.
4. Excluding credit for UK exports.
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The UK Continental Shelf oil and gas programme

The Continental Shelf oil and gas programme has been having an 
impact on the UK balance of payments for many years now. A t 
first, the effects of the programme were restricted to inflows on the 
capital account to finance the purchase of equipment, and on the 
current account to finance the costs incurred by the subsidiaries of 
foreign-owned companies on exploration. Later, these were sup
plemented by the import-saving effect of the production of gas. 
Now that oil is being produced in large quantities, there are even 
greater contributions to the current account. Table 9.1 brings 
together the identifiable transactions directly associated w ith the 
Continental Shelf programme from 1973 to 1979. However, no at
tempt is made to measure the total effects of Continental Shelf pro
duction and development on the UK balance of payments. Any 
such attempt would require a number of arbitrary assumptions 
about how the UK economy would have developed in the absence 
of indigenous sources of oil and gas. The series presented in Table 
9.1 are restricted to the identifiable relevant aspects of the pro
gramme and ignore indirect effects such as those on the exchange 
rate, the official reserves, employment, output and the imports and 
exports of goods other than those directly assocfated w ith the oil 
programme. However, for purposes of comparison, UK net im
ports of oil over the period are shown in footnote to Table 9.1. 
Different presentations of the effect of UK Continental Shelf 
development on the balance of payments have been used in some 
other official publications (details were given in the 1979 edition of 
the Pink Book).

Table 9.1 shows total domestic oil and gas production, (thus 
assuming all of it directly benefits the visible trade balance). Offset
ting oil and gas production there have been, w ithin visible trade, 
goods imported for the exploration, development, and production 
programmes. W ithin the invisibles account, services have been im
ported for the programme. On the other hand, there are some 
credits to the UK balance of payments for services provided to 
foreign rig operators on the Continental Shelf; in Table 9.1 these 
are netted o ff the debit figures.

The profits earned by subsidiaries of foreign-owned companies 
further reduce the balance on invisibles. These profits are payable 
overseas, and their full value is debited to the current account, 
though profits retained in the United Kingdom appear also as an in
flow  in the capital account. The current account debits associated 
w ith the North Sea programme cannot be identified completely. In 
particular, it is not possible to Identify all those goods which are 
eventually destined to be used in the Continental Shelf pro
gramme, and only those which have been specifically nominated 
for such use are included in the table. On the other hand, it has not 
been possible to exclude the UK export content of certain large im
ports. For example, modules have been exported for inclusion on 
certain platforms that have been assembled overseas and later im
ported, and the full value of these Imports has then been included. 
In these cases this presentation overstates the offsetting effects of 
imported goods.

Apart from the effects on the current account, there have also 
been large net inflows on the capital account. The identified entries 
are aggregated under the heading 'Overseas investment in the UK 
Continental Shelf, etc.' The major part of the capital flows in the 
early years was inward investment by foreign companies, which 
began as soon as the companies became involved in the Continen
tal Shelf programme and constituted the main source of finance for 
the programmefor several years. However, w ith the growth of pro
fits, that part of them which is retained for reinvestment in the 
United Kingdom also makes a contribution to capital inflows. 
Another source of finance for both foreign companies and UK- 
owned companies has been foreign currency borrowing from UK 
banks and, in Table 9.1, in accordance with standard treatment in 
the balance of payments accounts, such borrowing (net of 
repayments) has been treated as an inflow. (Sterling finance for
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these companies from UK banks does not, of course, represent a 
balance of payments flow .) There have also been inflows of foreign 
currency borrowed overseas by public corporations, particularly in 
1977 when the British National Oil Corporation raised a large sum of 
money overseas by the forward sale of oil.

Notes and definitions
Definitions and details of the series included in Table 9.1 are given 
below.

Volume o f gas sales
The volume of sales is measured in terajoules (1 million therms = 
105.506 terajoules). The figures are obtained from returns made by 
companies to Government. Sales refer to gas delivered on sale 
(almost entirely to the British Gas Corporation). Sales figures differ 
from production figures in that they exclude, for example, the fill
ing of pipelines, flaring off, and gas used by the producers 
themselves.

Volume o f o il sales
Sales are measured in tonnes. They include crude petroleum and 
natural gas liquids. Sales of oil from production on the mainland are 
also included, though they are relatively small. The figures are ob
tained from returns made by the companies to Government. Sales 
refer to oil delivered on sale, or appropriated for use in processing 
plants or refineries of associated companies, or otherwise disposed 
of. They differ from production figures because they exclude, for 
example, the filling of pipelines and stock changes.

Value o f oH and gas sales
The figures represent the sterling valuation of the volume of sales 
of crude petroleum, natural gas liquids and natural gas (defined 
above). Valuation is undertaken by the producers who make 
returns to Government. Where sales take place on delivery to a 
third party, the value recorded is the amount charged. The values 
of other oil or gas (for example, oil delivered to the reporting com
pany's refinery) are based on the market valuation used for 
Petroleum Revenue Tax purposes (i.e. the landed c.i.f. value or the 
post-initial treatment market valuation). Gas is valued at the prices 
paid by the Gas Corporation (and others).

Imports o f goods
Estimates in Table 9.1 are on a balance of payments basis and 
therefore Include various adjustments and are expressed f  .o.b. For 
the earlier years (1973 and 1974) there are no precise estimates of 
imports of goods for use in the Continental Shelf programme; they 
were Included within the Overseas Trade Statistics but were not 
identified as being specifically for the North Sea programme. 
Estimates have therefore been made to indicate the broad 
magnitude of these imports of goods In these years. For the later 
years, direct imports of two kinds have been identifiable. The first 
kind is Imports of large items such as production platforms, o ff
shore loading equipment, and mobile drilling rigs etc., and Table 
9.1 includes balance of payments figures for items which would be 
classified to SITC (Rev 2) item 793.82, 1978 tariff heading 8903 
1910. The second kind of goods identified is those imported for use 
on the UK Continental Shelf landed in bond (SITC (Rev 2) item 
931.0, 1978 tariff heading 9999 0.202). Any imported goods not in
cluded in these two categories but which are used in the pro
gramme are excluded from Table 9.1.

Imports o f services
These services are also included in Table 3.9 and are defined in 
detail on page 21.
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Exports o f certain services
Only those services directly associated with UK Continental Shelf 
oil and gas production, mainly the supply of catering and labour 
services to foreign rig operators on the Shelf, are included in Table 
9.1. Table 3.9 includes these as well as other credits for services 
provided by companies classified to the UK oil and gas production 
industry (MLH 104); see page 21 for further details.

interest, profits and dividends due abroad
This includes four separately distinguishable series obtained from 
information provided to the Bank of England by the oil industry:

(i) Interest, profits and dividends of the UK subsidiaries of 
foreign-owned companies, including the Dutch share of the 
Shell Group (see page 31). This series includes interest paid to 
overseas residents (including parent companies) for funds bor
rowed for the finance of the programme; profits earned on the 
output from oil and gas fields; and dividends paid overseas to 
parent companies. The profits include those retained in the 
United Kingdom for reinvestment.
(ii) Interest paid on foreign currency borrowing from UK banks. 
This interest is, in fact, a domestic transaction being a payment 
by one resident to another. However, a more realistic approach 
when measuring the contribution of the programme to the 
balance of payments is to ignore the banks' intermediary role, 
and to assume that the interest is being paid directly overseas.
(iii) Interest paid on borrowing from overseas banks (other than 
that already included in (i)).
(iv) Interest paid by public corporations on their overseas bor
rowing.

Overseas investment in the UK Continental Shelf 
This includes five separately distinguishable series:

(i) inward investment by subsidiaries of overseas companies.

including the Dutch share of the Shell Group (see page 41). This 
includes profits retained in the United Kingdom by oil com
panies. The estimates are based on information supplied by the 
oil industry to the Bank of England. The split between funds 
designated for the Continental Shelf and those designated for 
the mainland is made by the oil companies themselves. This is 
part of 'Overseas investment in UK private sector: investment by 
oil companies' shown in Table 8.5.
(ii) Overseas currency borrowing from UK banks, net of 
repayments. These figures are also obtained from information 
supplied by the oil industry to the Bank of England. They are in
cluded as a contribution to the balance of payments although 
they do, of course, represent a transaction between two 
residents. However it is assumed that the funds originate 
overseas and the UK banks participate purely as intermediaries.
(iii) Borrowing from overseas banks, net of repayments.
(iv) Overseas borrowing In UK public corporations, net of 
repayments. These figures are based on information supplied by 
the corporations, and include, in 1977, receipts from the for
ward sale of oil by the British National Oil Corporation.
(v) Import trade credit and advance and progress payments on 
platforms etc. Imported goods are treated as offsets to the 
benefits of production of oil and gas because they represent a 
payment overseas. However, this payment may be delayed by 
obtaining import credit from an overseas resident. This entry 
takes account of this timing difference, delaying and offsetting 
effects until the repayment of the import credit. Likewise ad
vance and progress payments are included to adjust for another 
timing difference i.e. the payment in part for goods before im
portation. The estimates are based on Information sent to 
Government by the oil companies. They exclude transactions 
between related concerns (such transactions are included within 
inward investment).

Table 9.1 The UK Continental Shelf oil and gas programme(2)

jyments basis and

.edsaesdn^*^^;'

not

' ?  5

ion Tabis

ledfo'"®*

SITC

1973 1974 1975 1976 1977 1978 1979

Volume of sales
Gas (million terajoules) 1.1 1.4 1.4 1.5 1.6 l.b I.D

Oil (million tonnes) 0.4 0.4 1.4 11,8

£ million

37.8 53.1 77.5

Value of sales __
Gas 133 166 190 258 317 432 538

O il'll 2 3 58 645 2 226 5 683

Identifiable balartce of payments entries'll
imports of goods (f.o.b.) -1 0 0 -1 2 5 -341 -  536 -  531 -1 8 5 — 171
Imports of services less exports of certain services -  57 -2 0 7 -481 -  640 -  701 —545 — 447

Interest, profits and dividends due abroad -  9 -  10 -  23 -  24 -  550 -6 6 6 — 1 333
Overseas investment in UK Continental Shelf, etc. + 65 + 231 + 946 + 1 142 + 1 508 + 833 + 726

1. For comparison, UK net imports of oil
(balance of payments basis) (£ million) -941 - 3  357 - 3  057 - 3  947 -27 7 1 -1  999 -  / /y

2. The full effects of the Continental Shelf programme on the UK balanceof payments cannot be measured precisely. Anexplanationof the difficulties of measurement is given 
is given in the preceding notes together with details of the items included in each series. The figures include oil and gas extracted from the mainland.

3. See detailed definitions in text above.
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Official financing

In the standard presentation of the balance of payments accounts, 
the current account, capital transfers and investment and other 
capital transactions are listed in this order and their aggregate, 
designated the balance for official financing, represents a dividing 
line across the accounts. The fourth group, official financing, is 
said to be ‘below the line' and completes the account. The struc
ture of the accounts may therefore be summarised In tabular form:

Net credit or debit
Current account.................................................  A
Capital transfers.................................................  B
Investment and other capital transactions*___ C

Balance for official financing.............................  A + B-i-C
Official financ ing ...............................................  - ( A  + B + C)

* In practice the balancing item is included here to compensate for the ex
tent that the sum of the three autonomous groups as measured does not 
match the total of official financing transactions —which, as defined, may 
be calculated with reasonable precision.

Transactions in the first three groups, which are often 
designated 'autonomous' contribute to the balance for official 
financing which is financed by the items below the line and which 
may be designated 'compensatory' (when foreign currency is pro
vided to finance autonomous transactions such as imports) or 'ac
commodating' (when the proceeds of transactions such as exports 
are absorbed). Broadlythe distinction is that international transac
tions arising purely from business or commercial activities (e.g. 
trade, transportation, investment) or political considerations (e.g. 
aid) are autonomous and those transactions of a financing nature 
by the UK monetary authorities will be compensatory.

A particular transaction between a UK resident and a non
resident will be represented in the accounts by both a credit and a 
debit entry. In certain cases both entries represent 'autonomous' 
transactions. In particular where a settlement in respect of a tran
saction takes place in sterling this will initially affect sterling 
holdings in the United Kingdom of non-residents.

The composition of official financing shown in the balance of 
payments accounts in any period, summarises the way that the UK 
monetary authorities have reacted to the net demand for, or ac
comodated the net supply of, foreign currency at whatever ex
change rate prevailed. The direct effects are drawings on or ac-
crualstotheofficial reserves (/fem25ofTab!e 1.3); the other official
financing transactions represent the effects of directly 
reconstituting or supporting the official reserves by borrowing or 
similar arrangements (net of repayments). Historically such ar
rangements have been w ith overseas monetary authorities (in
cluding the IMF) {items21 and22) but in recent years support has 
been obtained from funds borrowed through the euro-currency 
market. Since 1974 HM Government has borrowed directly in this 
way {item 23) and public corporations and local authorities have 
borrowed foreign currencies under the exchange cover scheme 
{item 24). Under the scheme, public bodies are able to borrow in 
foreign currencies from abroad with the guarantee of the Treasury 
that the foreign currency required for interest payments and capital 
repayments will be available at the same cost in sterling terms as at 
the time that the loan was raised. The public bodies require sterling 
to finance domestic projects and the foreign currency supplements 
the United Kingdom's official reserves.

The problems of deciding whether transactions should be 
classified above or below the 'line' are discussed in an article in 
Statistical News \ox February 1977.
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Net transactions w ith overseas monetary authorities—
IM F {item 21)
These include drawings and repurchases by the United Kingdom, 
and drawings and repurchases in sterling by other countries which 
affect the UK's repurchase obligations to the IMF. From July 1972 
any drawing or repurchase in sterling by another country which af
fects the UK's reserve position in the Fund results in a change in the 
published total of UK official reserves and is accordingly shown in 
the balance of payments accounts as a drawing on or addition to 
official reserves, item 25 instead of in item 21 as previously. Any 
transaction by the United Kingdom, which affects the United 
Kingdom's reserve position in the Fund, merely alters the composi
tion rather than the level of the reserves.

Liabilities to the IMF which are considered inappropriate to the 
official financing categoryare included in'Other transactions' {item 
14). The UK gold subscription is shown separately in the summary 
tables {item 19).

Net transactions w ith overseas monetary authorities—
Other {item 22)
This item covers net borrowing from Switzerland, w ith a sterling 
counterpart, in parallel w ith drawings from the IMF under the 
General Arrangements to Borrow, and other net borrowing from 
monetary authorities in the form of assistance with a sterling 
counterpart; net borrowing from other monetary authorities in the 
form of foreign currency deposits; amounts swapped forward into 
later months w ith overseas monetary authorities in 1971 and 1972: 
and net borrowing from The Group of Ten countries, Switzerland 
and the BIS under the $5.3 billion facility in 1976.

Foreign currency borrowing by HM  Government {item 23) 
These are primarily drawings on two euro-dollar facilities arranged 
by the Bank of England with UK clearing banks and their associates 
on behalf of HM Government to borrow $2,500 million and $1,500 
million for periods of up to 10 years. The transactions are allocated 
to the debtor (HM Government) rather than the transactor (the 
clearing banks). Also included is an issue of $350 million of HM 
Government 7 and 15 year bonds made in New York in April 1978.

Foreign currency borrowing (net) by public bodies under ex
change cover scheme {item 24)
This is all borrowing by UK public corporations, local authorities 
and other public bodies under the exchange cover scheme first in
troduced in 1969. These borrowings (net of repayments) are in the 
form of issues abroad, borrowing from banks, etc. overseas or 
through UK banks but are included in official financing since they 
are regarded as primarily motivated by considerations of reserve 
management, the foreign currency generated being added to the 
official reserves.

Official reserves {item 25)
This item consists of the sterling equivalent of the changes in the 
gold and convertible currencies, and, from 1 January 1970, Special 
Drawing Rights held in the Exchange Equalisation Account, 
together w ith, from July 1972, changes in the UK reserve position 
in the IMF. From July 1979, reserve holdings include European Cur
rency Units acquired from swaps with the European Monetary Co
operation Fund.

Sterling valuation
Up to 20 August 1971 the sterling equivalent of the net amount of 
gold, SDRs and foreign currencies drawn on or added to the official 
reserves was derived by conversion at par or middle rates of ex-
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Official financing

change. The small difference between figures valued in terms of 
sterling in this way and at the rates at which transactions occurred 
was regarded as negligible at a time when market rates of exchange 
were within a 1 per cent band on either side of parity. The drawings 
on or additions to the official reserves were therefore the same as 
the difference between the opening and closing levels of the
reserves.

From 23 August 1971 the exchange rate of sterling was allowed 
to fluctuate more freely than before against other currencies and in 
consequence there has been a widening in the possible range of d if
ference between conversion at par or middle rates of exchange and 
conversion at the rates at which transactions occurred. Drawings 
on and additions to the reserves have therefore been valued at 
market-related rates of exchange from that date and no longer 
equal the difference between the opening and closing levels of the 
reserves. This procedure automatically excludes from the figures 
changes resulting from the currency realignment in December 1971 
and subsequent exchange rate movements.

Official financing transactions in 1972
Under the EC narrower margins scheme the settlement in July 1972 
of the borrowing from EC central banks in the previous month was 
made partly in currencies and partly in gold-guaranteed assets. The 
appropriate amount in gold-guaranteed assets was $634 million 
and this was taken from the UK reserve position w ith the IMF. The 
balance of the IMF reserve position, amounting to $126 million, re
mained in the official reserves.

References
Monthly figures of the reserves are published in a press notice 
issued by HM Treasury and reproduced in Financial Statistics.

The breakdown of the reserves into gold, S DRs, reserve position 
in the Fund and convertible currencies is published quarterly in ar
rears in the Bank o f England Quarterly Bulletin, in Financial 
Statistics and w ith the quarterly balance of payments articles in 
Economic Trends.

f

j

V ■

51



^ \

— ^
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Table 10.1 S um m ary o f o ffic ia l fin a n c in g (i)
£ million

Hem
number 1969 1970 1971 1972 1973 1974 1975

Net transactions with overseas 
monetary authorities: 
International Monetary Fundl^)

UK drawings + 354 + 63
UK repurchases -3 8 2 -  141 -  541
Other net drawings -  2 -  56 -  13

Total 21 -  30 -  134 -  554

Other monetary authorities
Foreign currency deposits 22a -  61 -  150
Other 22b -6 0 8 - 1  Oil - 1  263

Total 22 -6 6 9 - 1  161 - 1  263

-  313
-  102

-  415

+ 864

+ 864

1976 1977 1978 1979

+ 1 018 + 1 525 
-  412 -  948

-  68
-  596

+ 1 018 + 1 113 - 1  016 -  596

-  20 
-  14

— —

-  34

Foreign currency borrowing (net): 
by HM Government 
by public bodies under exchange 

cover scheme^^*
Drawings on ( + )/additions to (~ ) 

official reserves

23

24 + 56

2 5 - 4 4  -

official 26 -6 8 7

+ 644 + 423 + 871 + 191 —

+ 82 + 999 + 1 107 + 387 + 1 791 + 242 378 -  250

- 1  536 + 692 -2 2 8 — 105 + 655 + 853 - 9  588 + 2 329 - 1  059

- 3  271 + 1 141 + 771 + 1 646 + 1 465 + 3 628 - 7  362 +1 126 - 1  905
1. From 23 August 1971, valued in sterling at current market rates of exchange

a n T r o T ia d i;^  independently. From July 1972, excluding transactions which aftect the United Kingdom's reserve position in the Fund. UK drawings

3. See footnote^^Ho Table 10.2

Table 10.2 Foreign cu rren cy b o rro w in g  b y H M  G o vern m en t and by pub lic  bodies  
th e  exch an g e co ver schem e

Emillion

Item
number

H M  Governm ent borrowing (net):
Through UK banks 
From banks, etc. overseas 
issues abroad

Total 23

Borrowing by public bodies urtd< 
exchange cover scheme (net):

Through UK banks;
Public corporations 
Local authorities 

Net issues abroad 
Public corporations 
Local authorities 

From banks, etc. overseasl^  ̂
Public corporations 
Local authorities

1969 1970 1971

—

—

—

—

+ 10

+ 45 + 36

+ 6 +  36
+ 5

1972 1973 1974 1975 1976 1977 1978 1979

+ 314 
+ 109

+ 729 
+ 142

+  644 +423 -  +871 191

Total 24 + 56 + 82

+  736 + 325 -  1 + 424 -  44 -2 9 1 -3 7 5
+  88 + 270 -  21 24 -  3 -1 4 5 -2 1 0

+  28 + 250 + 166 + 581 +  47 -1 2 7 + 139
+  96 + 25 +  25 — 1 + 3 -  6 -  50

+  43 + 210 + 227 811 +  219 + 185 + 193
+  8 + 27 -  9 — +  20 +  6 + 53

+  999 +  1 107 +  387 +  1 791 + 242 -3 7 8 -2 5 0

1. Includes loans in 1979 from the European Investment Bank to the Northern Ireland Central Government (£15 million) and to British Nuclear Fuels Ltd.
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External assets and liabilities

'Klfi

1978
1979

~  948 ^

-1016  . 596

+  191

'  378 - 51

+2329 -1059

+1 126 -1905

11*Fund. UK drawings

Cmilfron

1978 1979

+ 191

-373

td.

-250

The figures in the balance of payments accounts relate to transac 
tions taking place within a particular period. But current account 
and other transactions affect the stock of external assets or 
liabilities held by the United Kingdom at the end of the relevant 
period. Changes in the stocks of external assets and liabilities 
between two points in time do not necessarily correspond to the 
transactions recorded for that period. Revaluation and other 
changes also take place, including changes in sterling values aris
ing from changes in prices generally (and, in particular, in exchange 
rates), other changes in the value of existing investments arising 
from changes in book or market values etc. and, in principle, the 
creation or extinction of assets or liabilities such as the writing-off 
of bad debts. For example, private portfolio investments and 
overseas holdings of British government stocks are shown at 
market value, the change in which, apart from the effect of any 
change in exchange rates, reflects not only purchases and sales of 
securities but also rises and falls in the prices of shares and stocks. 
Direct investments, on the other hand, are measured at book 
values which do not always exactly match the recorded flows of 
direct investment for such reasons as exchange rate changes or 
revaluation of existing assets and disposals of assets for more or
less than their book value.

Tables 11.1 and 11.2 bring together estimates of the levels of all 
the identified external assets and liabilities of the UK. Because of 
the very varied data sources used to derive these estimates there 
are many inconsistencies in the tables resulting particularly from 
different methods of valuation. These valuation problems, and the 
fact that certain assets and liabilities are unidentifiable, mean the 
balance between the estimates of external assets and liabilities is an 
inexact measure of the United Kingdom's debtor/creditor position 
w ith the rest of the world. The headings in Tables 11.1 and 11.2 are 
arranged according to the economic sector (private or public) of 
the UK creditors or debtors and according to the principal types of 
assets and liabilities. The columns of reference numbers in the 
tables indicate the table and item numbers of the investment, other 
capital transaction or financing transaction corresponding to the 
asset or liability in each line thus facilitating comparisons between 
transactions and levels.

Assets (Table 11.1)

Private sector
Direct investment. This represents the stock of investment by UK 
non-oil companies in their overseas branches, subsidiaries and 
associates. Also included is direct investment overseas by public 
corporations. Figures, other than for banks and insurance com
panies, are based on the Department of Trade's periodic surveys 
which relate to total net asset values attributable to investing com
panies, i.e. book values of fixed assets/ess accumulated deprecia
tion provisions, plus current assets, less 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. Values for years between surveys are interpolated; the 
latest available survey results relate to 1974 and values for years 
since then have been extrapolated taking account of investment 
transactions and exchange rate movements. The comparison bet
ween transactions in the balance of payments estimates and 
changes in total assets and liabilities is not affected by allowances 
for depreciation of fixed assets as charged to the profit and loss ac
count; such allowances are deducted before arriving at the earn
ings 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.
From end-1976 the figures include investment by UK listed banks 

in their overseas branches, subsidiaries and associates based on a 
census of overseas assets and liabilities at end-1977 carried out by 
the Bank of England. For the years 1976, 1978 and 1979 estimates 
are derived from the flows of direct investment reported by those 
banks which completed the census. The level of investment is 
defined as the sum of equity, loan and working capital plus 
reserves.

The end-year levels and consequently the revaluation and other 
changes exclude insurance companies' investments other than in 
the USA (derived from US Department of Commerce estimates) 
while figures of investment transactions include them.

Portfolio investment. Estimates of the value of UK portfolio invest
ment overseas are based on surveys and, until October 1979, ex
change control information and are compiled mainly from 
measured capital flows; broad adjustments have been made to 
allow for deficiencies of coverage, and changes in the market 
values resulting from price fluctuations have been estimated. The 
resultant total is accordingly a very precarious estimate, the full 
composition and geographical distribution of which are not
known.

OH companies' net assets abroad. The estimates are approximate 
book values of the net external assets of UK oil companies and in
clude the Shell Transport and Trading Company's 40 per cent share 
of the net assets of the Royal Dutch/Shell Group outside the 
United Kingdom. The treatment of fixed assets varies and a large 
part may not have been revalued to take account of changes In ex
change rates. The asset value is derived after deducting certain 
companies' issues or other borrowing from overseas. (The-cor
responding investment flow  is, however. Included in inward oil in
vestment in Table 8.5).

Miscellaneous. This Includes currency exchanges between 
unrelated companies in the United Kingdom and overseas which, 
in 1978 and 1979, were used to finance investment abroad. (The 
corresponding entry on the liabilities side is included in  'Net bor
rowing from banks, etc. overseas'). Also included are some 
overseas loans and property investments of non bank financial In
stitutions.

UK banks' assets. The assets included in Table 11.1 comprise, in 
the main, the external sterling claims on non-residents of UK banks 
and certain other UK financial institutions. The coverage and con
sistency of reporting were improved w ith effect from end-1974. 
Commercial bills discounted (including acceptances) do not in
clude bills drawn by U K residents and lodged w ith banks for collec
tion; these are covered by 'suppliers' trade credit on exports'. UK 
banks' export credit which is refinanced w ith the Issue Department 
of the Bank of England and ECGD is deducted and included as a 
public sector asset. Claims of UK banks in overseas currencies, ex
cept those relating to export credit under ECGD fixed rate 
schemes, are not included in Table 11.1 but are netted o ff the 
liabilities in Table 11.2. They are, however, shown separately in 
Table 11.4 and comprise:

(i) deposits w ith and advances to overseas residents;
(ii) commercial bills drawn on overseas residents and owned by
the reporting institutions;
(lii) until end-1974 those claims arising from acceptances (some
£100 million at that time).

Suppliers' export credit and advance and progress payments on 
imports. These trade credit entries are shown In detail in Table 11.7 
and described below.
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Assets and liabilities

Other identified assets o f UK companies. These represent the 
working balances of various UK companies held directly w ith  banks 
abroad. The figures are based on incomplete information.

Other commercial short-term  assets (net o f HabUitiesK These in
clude short-term assets and liabilities of financial institutions other 
than banks.

Public sector
Official lending etc. (also Table 11.3)
Some inter-government loans made by the UK government 
have,by agreement w ith  the debtor country, been written down 
either in whole or in part. Such changes are reflected in the entries 
in Table 11.3 but have not been recorded as transactions 
(repayments) in Tables 1.3 and 8.2. Official long-term assets in
clude, until end-1978, central government holdings of shares in the 
Compagnie Financifere de Suez. Also included are assets o f official 
bodies such as the Commonwealth Development Corporation and 
the United Kingdom Atom ic Energy Authority. Refinanced export 
credit comprises UK banks' export credit refinanced w ith.the Issue 
Department of the Bank of England and ECGD.

Official reserves etc. (also Table 11.8).
The official reserves are described in the notes on page 50 and their
valuation in units o f US dollars and of sterling on page 75. In Table
11.1 gold is valued at the ruling official price o f 35 SDRs per fine
ounce until end-1977 and at end-year market rates in 1978 and
1979. Foreign currencies and SDRs are valued throughout at the
direct market rate against sterling. Official swaps comprise claims
arising from  amounts swapped forward w ith overseas monetary 
authorities.

Liabilities (Table 11.2)

Private sector
Direct investment. This represents the stock o f investment by non
oil companies incorporated abroad in their UK branches, sub
sidiaries and associates. The estimates relate to  book values and 
are measured in the same way as those for outward direct invest
ment. The end-year levels, and consequently the entries for 
revaluation and other changes, exclude the investments of 
overseas insurance companies while figures o f investment transac
tions include them. Estimates fo r 1975 onwards have been ex
trapolated and take account solely of annual flows; no adjustment
has been made to  take account o f revaluations in companies' 
books.
Portfolio investment in  UK companies' sterling securities. The 
market value of inward portfolio investment in listed ordinary 
shares has been obtained from  the Department of Industry's survey 
o f UK company share registers at end-1975, adjustments being 
made to  exclude holdings o f a direct investment nature. An 
estimate o f holdings o f debentures and preference shares has been 
added. The result has been used as a benchmark fo r subsequent 
years, the estimates fo r which are calculated by applying changes 
in market values and adding or subtracting transactions.

Portfolio investment in UK companies' foreign currency securities. 
Issues abroad by oil companies are not included here; they are 
deducted instead from oil companies' net assets abroad.

Overseas o il companies' net assets in the United Kingdom. The
estimated book value of assets includes the Royal Dutch Petroleum
Company's 60 per cent share in the net assets of the Royal Dut- 
ch/Shell Group.

Net borrowing from  banks, etc. overseas. Figures for borrowing
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outside the former Scheduled Territories by UK com- 
pan ies-w hether fo r investment abroad, or for use in the United 
K in g d o m - were derived from UK exchange control. An estimate 
has been given fo r 1979 based on experience during the previous 
tw o years. Exchange control data ceased in October 1979. Borrow
ing o f overseas currencies from banks in the United Kingdom is ex
cluded because some o f the overseas currency deposits which are 
being on-lent originated in the United Kingdom, while those which
originated abroad are reflected in the totals of UK banks' external 
liabilities in overseas currencies.

Banking and commercial liabilities: Net external liabilities o f UK 
banks in overseas currencies (Table 11.4). These liabilities of banks 
and certain other financial institutions include deposits and ad
vances received from  overseas residents and negotiable dollar cer
tificates o f deposit issued in London which are held by banks on 
behalf o f their overseas customers. In Table 11.2 the liabilities are 
entered net of UK banks' assets in overseas currencies (except 
assets relating to overseas currency lending in the form o f fixed rate 
export credit under ECGD schemes: these are included in UK 
banks' assets as part of export credit). Also excluded are liabilities 
arising from  UK banks' participation in the $2,500 million and 
$1,500 million facilities arranged for HM Government and in bor
rowing by public bodies under the exchange cover scheme (see 
section on Official financing). In Table 11.4 the gross liabilities are 
shown and include those on behalf o f HM Government and the 
other public bodies mentioned above. Neither table includes o f
ficial liabilities in foreign currencies arising from short-term loans to 
the UK government and from  drawings on central bank facilities 
(see section on Official financing). Until end-1971 the liabilities and
claims series include commercial bills lodged w ith banks for their 
customers.

The figures are derived from banking statistics (which cover all 
institutions in the United Kingdom known to  have liabilities and 
claims in overseas currencies). The revised reporting arrangements 
introduced in December 1974 are not thought to have led to any 
major inconsistencies between the figures for end-1974 onwards 
and those for earlier years. The figures are converted into sterling at 
the end-year middle-market closing exchange rates. The following 
table reconciles the change in the net external liabilities w ith the 
estimates o f transactions;

£ million

1976 1977 1978 1979

Borrowing to finance UK invest
ment overseas {/tern 7 ) ......... + 165 + 550 + 835 -  470

Other boprrowing or lending 
(net) iftemS) [res/duafi......... -  271 -  181 -1,271 + 2,043

Foreign currency borrowing: 
by HM Government (part of 

Item 2 3 ) ................ + 28 + 729 + 22

by public bodies under ex- 
change cover scheme (part 
of item 2 4 ) ........................ + 400 -  47 -  436 -  585

ECGD foreign currency 
export credit (part of 
Ham 13a)......................... -  10 -  207 -  461

Adjustments to exclude revalua
tions .................................... + 993 -  946 -  102 -  331

Change in net liabilities (derived 
from Table 11.4).................. + 1,315 + 95 -1,159 + 196

Sterling deposits form part of 'external sterling liabilities' (Table 
11.3). The trade credit entries included here are shown in detail in 
Table 11.7. Notes to  both these tables are given below.

Public sector
Local authorities' securities and mortgages. The figures relate
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mainly to amounts held directly by non-residents or lodged w ith the 
Crown Agents and banks in the United Kingdom. Information 
about holdings through other UK agents is not available.

Net foreign currency securities issued abroad. These figures repre
sent issues outstanding which are not covered by the exchange 
cover scheme. Each issue has been valued at end-year market price 
and then converted into sterling at middle-market end-year rates. 
Any holdings of public sector foreign currency bonds by UK 
residents have been excluded.

Net borrowing from banks, etc. overseas. These figures represent 
borrowing, net of repayments, which is not covered by the 
Treasury's exchange cover scheme, expressed in sterling at end- 
year exchange rates. Any foreign currency borrowing from UK 
banks is excluded.

Official long-term liabilities. The sterling value of inter-government 
loans made to the UK government in foreign currencies is 
calculated at end-year parity rates until end-year 1971 and at end- 
year middle-market closing rates thereafter. Changes in amounts 
outstanding resulting from changes in exchange rates are reflected 
in the entries in Table 11.3 but not as transactions (loans or loan 
repayments) in Tables 1.3 and 8.2. Other official long-term 
liabilities comprise a loan from the Deutsche Bundesbank. Official 
short and medium term borrowing is included under 'Official finan
cing' (see notes on page 50).

British government stocks. Treasury bills and notes, sterling 
deposits with UK local authorities. These liabilities form part of 'ex
ternal sterling liabilities' (Table 11.5) which are described below, 
except those British government stocks held by overseas residents 
other than monetary authorities.

British government foreign currency bonds. These bonds are 
denominated in US dollars, Deutschemarks, Swiss francs and yen 
and were sold to overseas official holders of sterling in April 1977 in 
order to help promote an orderly reduction in the international 
reserve role of sterling. They have been converted to sterling at 
end-year middle-market rates.

Liabilities to the IMF  (apart from official financing)
These represent sterling held by the IMF which the United 
Kingdom has an obligation to repurchase (with foreign currency) 
from the IMF as soon as it is in a position to do so. They are liabilities 
acquired on a short-term basis by the United Kingdom in excess of 
its IMF sterling quota but not acquired for the purpose of Increasing 
the UK's reserve assets.

Official financing liabilities (also Table 11.9). These liabilities are
described in the notes on page 50 and their valuation in sterling 
terms on page 75.

Revaluation and other changes
With the exception of direct investment and oil Investment 
overseas (described above), revaluation and other changes repre
sent the difference between the change in levels and the identified 
investment and financing transactions. These include:

(i) the change in the book or market value of stocks of assets 
and liabilities apart from the actual sales or purchases which oc
curred;
(ii) where assets and liabilities are denominated in overseas cur
rencies, the change in their sterling value resulting from any 
change in exchange rates;
(iii) in principle, the creation or extinction of assets and liabilities 
such as the writing-off of bad debts, where there is no

associated flow  of investment;
(iv) certain coverage changes resulting from the modified repor
ting system for UK banks introduced at the end of 1974 and af
fecting all entries for UK banks and also local authority deposits 
(UK banks' sterling entries were similarly affected for 1975);
(v) coverage differences resulting from changes in the popula
tion of reporting institutions.

Extern^ steriing liabilities (Table 11.5 and 11.6)
Exchange reserves and other banking and money market liabilities 
in sterling. The tables show the levels of outstanding liabilities aris
ing from sterling deposited in the United Kingdom by overseas 
residents. Coverage of the items shown is described in the notes to 
Items 9, 10, and l i o n  page 41. A modified reporting system (bank
ing statistics) was introduced by the Bank of England at the end of 
1974 giving rise to  some changes in definitions, improvements in 
coverage and consistency of reporting. The main difference from 
earlier data is that holdings of British government stocks are 
reported by banks at approximate market values Instead of at 
nominal values. For earlier years market valuations of total holdings 
have been estimated by the Bank of England and these have been 
used in Table 11.2. In Tables 11.5 and 11.6 figures are shown both 
at nominal values and approximate market values. As regional and 
quarterly data are not available up to 1974 at market values, the 
nominal values have been used In calculating total exchange 
reserves up to that year. There were further improvements In 
coverage in 1975 which added some £180 million at end-1975 to ex
ternal deposits w ith banks of holders other than overseas monetary 
authorities. The market values shown for 1974 onwards differ 
slightly from those shown in Table 11.2 because of tim ing d if
ferences. For Table 11.2 the end-year market value is available but, 
as a breakdown by area is only available at mid-November, Tables 
11.5 and 11.6 show holdings valued as at mid-November plus net 
transactions between then and the end of December. A  more 
detailed geographical analysis of holdings prior to  1974 was 
published in Table 28 of UK Balance o f Payments 1965-75.

Trade credit (Table 11.7}
The amounts shown outstanding under the various.trade credit 
headings reflect the flows recorded in the investment figures (Table 
8.7) and the effect of revaluations due to exchange rate fluctua
tions and changes in coverage. The figures exclude import deposits 
paid directly from overseas which are shown in Tables 8.7 and 11.2. 
Amounts outstanding on advance and progress payments fo r im
ports and exports (assets and liabilities) have been deducted in this 
table from the respective levels of import and export credit 
(liabilities and assets). This is different from the treatment in the 
analysis of total UK assets and liabilities (Tables 11.1 and 11.2) 
where advance and progress payments are added to the ap
propriate asset or liability figure, e.g. advance and progress 
payments on exports are aggregated w ith import credit as a liability 
of the United Kingdom. The overall figure for assets net of liabilities 
Is, however, unaffected.

Raferencaa
A detailed discussion of the sources and methods used in compil
ing estimates of assets and liabilities, In the form shown in Tables 
11.1 and 11.2, was given by the Bank of England at the time when 
the estimates were introduced in 1964, and some account of pre
sent methods will be found in the September 1970 and subsequent 
June issues of the Bank o f England Quarterly Bulletin.

An article introducing the series exchange reserves in sterling 
and external banking and money market liabilities in sterling ap
peared in the December 1970 issue of the Bank o f England Quarter
ly  Bulletin. (In that article non-interest-bearing notes are included 
w ith Treasury bills.)
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Assets and liabilities

Table 11.1 U n ited  K ingdom  e x te rn a l assets
£ million

Balance end-year

Private sector
UK private investment overseas: 

Direct̂ ^̂
Portfolio
Oil companies'*^*
Miscellaneous

Total

Banking and commercial claims:
UK banks' etc. assets*^*:

Export credit extended by UK banks*®* 
/ess Refinanced export credit*®*
Other sterling claims

717

555

947 1 332 1 729 2066 2 440 3 057
24 153 349 544 740 1 102

610 537 498 739 704 934

3 744 
1 512 

982

4 561 
2 030 
1 330

Total 1 272 1 533 1 716 1 878 2 261 2 404 2 889 3 214 3 861
Suppliers' export credit to unrelated firms 
Export credit refinanced with Trustee Savings Banks

1 098 1 289 1 425 1 438 1 611 1 941 2 439 2 592 3 237
Advance and progress payments on imports 
Other identified UK assets
Other commercial short-term assets (net of liabilities)

35 
105 

» »

61
145

100
140

4 «

160
90

297
120

. .

312
235

430
270

460
182

588
360

« •

Total banking and commercial claims 2 510 3 028 3 381 3566 4 289 4 892 6 028 6 448 8 046
Total identified external assets of UK private sector

Public sector
Official lending, etc.:

Inter-government loans by UK (net)
Other official long-term assets 
Refinanced export credit*®*
Other official short-term assets (net of liabilities)

Total

Official reserves, etc.:
Official reserves*^*
Official swaps with overseas monetary authorities

Total identified external assets of UK public sector

Total identified UK external assets

16 460 16 978 17 781 18 746 23 459 24 392 24 808 28 338 36 364

744
404

« .

796
455
24

•  9

880
479
153

» •

969
539
349

.  ^

1 020 
607 
544

» •

1 079 
709 
740

9 •

1 152 
837 

1 102

1 231 
970 

1 512
•

1 248 
1 098 
2030

1 148 1 275 1 512 1 857 2 171 2 528 3 091 3 713 4 376

1 009 1 053 1 178 2 526 
864

2 405 2 795 2955 2 700 2 485

2 157 2328 2 690 5 247 4 576 5323 6 046 6 413 6 861

18 617 19 306 20 471 23 993 28 035 29 715 30 854 34 751 43 225

Increase—/decrease + .
These references link the 'Investment and financing' columns with the 'Investment and other capital transactions' and 'Official financing' sections 
See text for details of coverage differences.
Excluding claims in overseas currencies, other than for export credit, which are netted off liabilities in Table 11 2 
Including credit extended by the Insurance Export Finance Company.
That part of export credit which is refinanced with the Issue Department of the Bank of England and ECGD is deducted from UK banks' assets and included in public sector 
Claims. Other export credit is refinanced with Trustee Savings Banks.
In July 1972 the official reserves were redefined to include the UK reserve position in the IMF 
Part of this item—see footnote'®* to Table 11.2.

11)

1968 1969 1970 1971 1972 1973 1974 1975 1976

6 000 6 400 6 750 7 030 7 720 9 100 10 480 11 990 16 268 -1790
6 150 5 650 5 600 6 050 9 200 7 650 5 400 6 850 8 650 + 5
1 800

. .
1 900

•
2 050 2 100

. ^
2 250

9 •
2 750

. .
2 900 3 050

• ^
3 400

9 .
j -

13 950 13 950 14 400 15 180 19 170 19 500 18 780 21 890 28 318

-  587

-  2 809

-  9 925

-12734

|pv«si*̂  3nd
otb«

+ 3

+ 5
-  255 +

-  141
+  54

-  337 +

-  9568 f
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Assets and liabilities

Table 11.2 U n ited  K ingdom  e x te rn a l liab ilities

Private sector
Overseas investment in UK private sector:

Direct investments^)
Portfolio investment in foreign currency securities 
Portfolio investment in sterling securities 
Oil companies'
Net borrowing from banks, etc. overseas 
Miscellaneous

Total

Banking and commercial liabilities:
UK banks', etc. liabilities:

Deposit liabilities in sterlings !̂
Liabilities in overseas currencies (net of assets)S5l

Total

Unrelated import credit received 
Advance and progress payments on exports

Total banking and commercial liabilities

Total UK private sector

Public sector
Overseas investment in UK public corporations and local authorities 

Local authorities' securities and mortgages 
Net foreign currency securities issued abroad 
Net borrowing from banks, etc. overseas 
Sterling deposits with UK local authorities

Total

Official borrowing, etc. (other than official financing): 
Inter-government loans to UK (net)
Other official long-term liabilities 
British government stocks held by:

Overseas monetary authorities 
Other holders overseas 

British government foreign currency bonds 
Overseas holdings of Treasury bills and notes*®*
IMF
Import deposits paid directly from overseas

870

Total

Official financing liabilities:
IMF*7)
Borrowing from other monetary authorities: 

Foreign currency deposits 
Other

Other foreign currency borrowing by:
HM Government
Public bodies under exchange cover scheme

Total

A
' ' n .

£ million

Balance end-year

1 105 
730

1 180 
705

1 355 
950

1 280 
980

1 ;•Alt 1 055 1 145 1 145
850

Total UK public sector

Total identiried UK external liabilities

— —

547 452 458 821 1 001 678 1 752 1 288 672
85 99 96 94

1 60 28 — —

4630 4 627 5 163 5 261 4 686 5 390 5384 5 257

880 850 678 123 1 160

211 150

1 1

2 018 1 410 399 — —

638 1 235 1 469
58 59 158 180 1 266 2 332 3 171 5 851

3 109 2 468 1 136 281 180 1 266 2 970 4406 8480

7860 7 334 5646 5 799 6 615 8998 10 633 14 627

16 656 16 ■670 16 885 20 036 22 128 25 154 30 111 36 323 43 689

1. Increase-!-/decrease — .
2. These references link the 'Investment and financing' columns with the 'Investment and other capital transactions' and 'Official financing’ sections.
3. See text for details of coverage differences.
4. Includes banks' and finance houses' liabilities. See Table 11.5 for further details.

i

II)

invest*̂ ’
1968 1969 1970 1971 1972 1973 1974 1975 1976

and

2 730 2 995 3 335 3 820 4 395 5385 6585 7 030 3 283 ! +1257
105 90 175 240 455 575 475 610 970 ' + 215

2 350 2 200 1 900 2 750 2 950 2 100 1 150 2 420 1 + 205
1 150 1 250 1 550 1 750 1 850 2 200 3 050 4 100 4 600 +1110180 275

4 «

425
. 4

565
• ^

725
. 4

1 115 1 435
4 4

1 810 2 350
. .

+ 311

6 515 6 810 7 385 9 125 10 375 11 375 12 695 15 940 18 623 •Olffl

1 801 1 894 2 325 3 267 3 074 3 326 4082 4 566 4 189 + 1 6 C6
36 467 915 1 429 1 824 1 787 2 217 2 607 * 369

1 837 1 894 2 792 4 182 4 503 5 150 5 869 6 783 6 796 +1977
316 436 536 678 951 1 368 1 603 1 787 2 169 + 206128 196 282 405 500 646 946 1 180 1 474 + 268

2 281 2 526 3 610 5 265 5954 7 164 8 418 9 750 10 439 +2 451

8 796 9 336 10 995 14 390 16 329 18 539 21 113 25 690 29 062 +5 639

50 50 55 75 75 110 100 100 115— 10 9 8 13 96 170 219 367
T m 
4. t l9 7 1 8 44 121 192 249
t  JU

71 97 56 118 262 413 247 332 159
T /DU
-  131

121 166 127 202 358 663 638 843 890 + 677

2 226 2 231 2 137 1 943 2 000 1 928 1 823 2 021 2 390 1̂ 1
21 23 23 1 1■ 1 -  68

4
^̂4

+1291 H

+1113

+2 226

+4iat

+9l

tN

V



15940

45G6
2217

6 783

1757
1180

25

4406

1976

10

iS.

18

4189 
2 60?

6 796

2169
1474

9750 10439

29

100 115
219 367
192 249
332 159

843 890

2 021 2 390

1145 1145
390

1288 672

5384 5257

—
1160

—

_

J V

Table 11.2continued

1977” !

Investment
and
financing

Revaluation
and Balance
other changes end-1977

1978<11

Investment
and
financing

Revaluation
and Balance
other changes end-1978

1979‘ 1̂

Investment
and
financing

Revaluation
and Balance
other changes end-1979

+ } 257 
216 
205 

-hi 110 
-h 311 
■h 89

9 501 
1 160 
3 540 
5 400 
2 596

•h3 188 -t-514 22 197

-hi 608 
-h 369 -4 7 3

5 797 
2 503

10 650 
1 230 
3 350 
5 950 
3 327

11 907 
1 180 
3 350 
6 950 
3 093

•  •

-h2 640 -  204 24 507 + 2 883 -  880 26 480

-h 219
5 855 
2 286

-h2 786 
-hi 573 -  142

8 641 
3 717

•h

-h

4 -h 1 150 -h 33
96 -  34 261 -  66
4 -  11 820 -  24

16 44 -  26

-h 677 - 1 6 8 1 399

-  68 -3 0 5 2 017

-hi 291 -h345 68

1 113 -144 2 129

-h 871 
-h 242

2 085 
5 656

•h2 226 -8 3 6 9 870

-h4 194 -659 18 162

-  80 -  44 1 275 -  83 -  73 1 119

-  65 -  148 1 804 -  116 -  141 1 547

1 289 
3 104 

376 
1 205

-  1

-h 46 -  546 6 393 -hi 413 -  285 7 521

- 1  016 -h 29 1 142 -  596 -  66 480

-h 191 
-  378

2 131 
4 757 -  250

1 955 
4 202

- 1 -  637 8 030

-h98 -686 52 708

- 1  237 - 1  227 15 698

-hi 253 - 1  205 52 630

-  846 -  547 6 637

-h 484 -  905 15 277

-h7 942 - 1  983 58 559

* ^

Assets and liabilities

£ million

Referencesl^l

Table
Item
num ber

-hi 977 -473 8 300 -  378 + 219 8 141 -h4 359 -  142 12 358

-h 206 
■h 268

-  68 2 307 
1 742

-h 93 
-h 135

+ 7 2 407 
1 877

-  82 
-h 298

-  56 2 269 
2 175

-h2 451 -541 12 349 -  150 + 226 12 425 ■h4 575 -  198 16 802

-h5 639 -  27 34 546 -h2 490 •f 22 36 932 -h7 458 - 1  078 43 282

10a. 11a 
7.8

V '

10.1 21

22a
22b<̂^

5. Excluding liabilities incurred by UK banks in respect of foreign currency borrowings by HM Government and UK public bodies under the exchange cover scheme, and claims 
arising from export credit.

6. Excluding liabilities to  central banks as the counterpart o f official borrowing. . .. ^
7. Net drawings on the IMF excluding those which affect the UK's reserve position in the Fund. Sterling liabilities to the IMF resulting from the UK sterling subscription land the

counterpart on the assets side) are excluded.
8. End-1971 excludes a claim arising from amounts swapped fonward which are recorded \r\ item  22b. Table 10.1. The claim is included in Table 11.1
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Assets and liabilities

Table 11.3 ln te r-90vem m en tlo an 8 ii> —am o u n tso u ts tan d in g £ million
End of year

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
Loans by th« UK governm ent

Ghana
India
Jordan
Kenya
Malawi
Nigeria
Pakistan and Bangladesh
Turkey
Other

Total all countries

Loans to  the UK governm ent

German Federal Government
Portugal
USA

Lend-lease 
Line of credit 
Economic Co-operation 
Administration 

Mutual Security Agency 
Export-Import Bank 
Other

Total USA

Canada—line of credit 
Pakistan and Bangladesh

Total all countries

744 796 880 969 1 020 1 079 1 152 1 231 1 248 1 243 1 269 1 281

25 70 60 49 53 54 53 62 74 65 61
23 17 12 7 2

197 193 188 173 184 181 174 197 235 202 184 164
1 262 1 235 1 208 1 111 1 179 1 162 1 119 1 264 1 507 1 296 1 180 1 050

108 103 98 87 89 83 75 79 84 65 51 38
18 17 17 15 16 15 14 16 17 14 12 10

220 231 197 148 100 61 28 8 _

1 1 1 1 1 1 1 —
—

1 806 1 780 1 709 1 535 1 569 1 503 1 411 1 564 1 843 1 577 1 427 1 262
369 361 353 350 374 369 357 393 471 374 315 284

3 3 3 2 2 2 2 2 2 2 1 1

2 226 2 231 2 137 1 943 2000 1 928 2 021 2390 2 017 1 804 1 547

W icial short-and medium-term borrowing is not included in this table. The sterling value of loans to the UK government in foreign currencies has varied with changes in ex
change rates; see notes on page 55. Someloans have also, by agreement with the debtor country, been written down either in wholeorpartand this is reflected in the entries in 
this table. However, not all such changes are recorded as loan repayments in Tables 1.3 and 8.2. The sums of the rounded figures for individual loans do not necessarily equal 
the totals shown, which have been rounded independently.

Swiss
Othef"rrenc«

Total b W t ie s

Uirtd Kin9«*«" ‘

US dollar 
Deuischemart
S y ®  francs
Other currenc

Geographical an 
EC countries 
Other Westen 
North Affieric 
Australia, Jap 
Ze^rxj. Soi 

O i exporting I 
Restofworid'

Total claims

US dollars 
Uejtschenar 
Sw iss francs 
Other currenc

Oeojrap/̂ a,
K  countries 
Other Wester
North Amerk
Austrafa, ja; 

Zealand, So  
Êxporting

of world

"«Sab#ti

TTL •
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1427

1 8 »

sriedwitficfiangesinex- 
i reflected in theentfiesin 
; do  not necessarily equal

Table 11.4 External liab ilities and claim s o f U n ited  K ingdom  banks in overseas currencies ( 1) £ million

End of year

1968 1969

United Kingdom liabilities
Analysis by currency 

US dollars 
Deutschemarks 
Swiss francs 
Other currencies

Geographical analysis 
EC countries 
Other Western Europe 
North America 
Australia, Japan, New 
Zealand, South Africa 

Oil exporting countries

Rest of world* *̂

Total liabilities

United Kingck>m daimsl^'
Analysis by currency 

US dollars 
Deutschemarks 
Swiss francs 
Other currencies

Geographical analysis 
EC countries 
Other Western Europe 
North America 
Australia, Japan, New 
Zealand, South Africa 

Oil exporting countries 
Rest of worldly*

Total claims

NetKabWties'̂ ’
Analysis by currency 

US dollars 
Deutschemarks 
Swiss francs 
Other currencies

Geographical analysis 
EC countries 
Other Western Europe 
North America 
Australia, Japan, New 
Zealand, South Africa 

Oil exporting countries 
Rest of world* *̂

Total net liabilities 36

1970 1971*2)
(a)

1972 1973 1974 1975 1976 1977 1978 1979

(b)

13 086 
1 154 

676 
367

14 172 
1 995 
1 046 

454

14 146 
1 995 
1 046 

418

20 539 
2 522 
1 658 

741

3 917 6 709 9045 10 457

1 624 2 357 2 557 2 683

^1 682 3 017 3 681 4 527

7223 12 083 15 283 17 667

10 423

2 676

310

934
3 262

14 327 

3 294

604

1 698 
5 537

17 605 25 460

29 770 
5 126 
2 943 
1 178

37 810 
5 102 
3 263 
1 276

51 488 
6 630 
3 079 
2 171

71 958 
8711 
3 477 
3 173

71 213 
10 132
3 878
4 115

81 943 
12 541 
4 030 
6052

12 606 11 996 15 972 20 477 20 727 23 566
9 737 11 011 13 241 15 898 17 167 20 251
4 240 4738 6 771 9 334 10 790 14 952

1 408 1 489 1 743 2 480 1 360 2 362

2 012 7 888 11 198 16 648 16 614 14 979
9 014 10 329 14 443 22 482 22 680 28 456

39 017 47 451 63 368 87 319 89 338 104 566

98 871 
15 466 
4 741 
7 648

26 504 
22 637
19 963

3795

20 472 
33 355

126 726

13 104 
1 955 
1 341 

386

19 422 
2 500 
1 540 

557

28 174 
4403 
2 829 

868

35 194 
4 797 
2490 
1 170

47 914 
6 301 
2 961 
1 264

66 139 
8 278 
4 046 
2 613

65 585 
10 142 
4 410 
2 863

76 880 
12 829 
4 891 
4 787

95 174 
15111 
5 641 
5 425

2 166 3 570 6 270 8 167 8 139 11 165 jr 12 518 
1 3 923

12 086 
4987

15 362 
6548

21 309 
9 016

24 432 
10 089

30 943 
11 748

3 263 5 884 4 528 2 507 2 479 3 206 4 424 5 066 4 041 6 022 6 948 7 314

1 758 2629 4 018 6 112 .f  1 701 
\  305

2 681 
522

3 780 
825

7 036 
992

9 640 
1 677

12 074 
3 193

8382 
4 783

8660 
7 044

1  4 056 6445 10 804 13 484 21 172 29 462 28 366 33 678

7 187 12 083 14 816 16 786 16 680 24 019 36 274 43 651 58 440 81 076 83 000 99 387

34 268 
13 994 
13 033

10 576 
8 073 

41 407

121 3G1

3 574

57

3 162 f 88 -  90
1 751 3 139 2 775 2 284 1 5 814 6 024
1 639 -  3 527 -  1 971 176 197 88 -  184 -  328

f -  1 391 -  2 077 -  2 372 -  5 547
-  76 388 -  337 — 1 585J1 629 1 176 1 187 6 896

1L -  794 -  908 -  1 790 -  3 155

7 897 
9 521 
6729

-  9 594 
13 455

-  6 980

-  3 705 
7 078 
3 842

-  7 022 
11 831

-  5 686

7 377
8 503 
7 638

6298 
7 935 
5 222

-  7 764 
8 643 
6 930

-  6 781 
12 399

-  8 052

467 881 925 1 441 2 743 3 800 4 928 6 243 6 338 5 179 5 375

1. Including certain other financial institutions. Including revaluations in sterling terms in 1971 onwards which are excluded from Table 8.8 Figures include liabilities incurred by 
UK banks in respect of foreign currency borrowings by HM Government and by UK public bodies under the exchange cover scheme; see notes on page 54.

2. From end-1971, commercial bills held by banks on behalf of customers are excluded. Figures for the year 1971 are given both including and excluding these bills (columns (a)
and (6) respectively).

3. For end-1974 and onwards the figures exclude claims on overseas customers arising from acceptances.
4. Including unallocated items; under liabilities these are mainly unallocated dollar certificates.
5. Minus sign indicates that claims exceed liabilities.

JJK
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Table 11.5 E xtern al s te rlin g  lia b ilitie s —analysis b y co m p o n en t
£ million

End of year

1968 1969 1970 1971 1972 1973 1974<1> 1975 1976 1977 1978 1979

( a ) l̂ >)
Exchange reserves in 
sterling held by overseas 
m onetary authorities*^*

British government 
stocks*^*
At nominal values 
At market values

961
880

1 381 
1 180

1 416 
1 355

1 572 
1 280

1 556 
1 230

1 421
1 053 1 143 1 103 1 323 1 102

Banking and money 
market liabilities, etc. 
External deposits with: 

Banks*'**
Finance houses*^* 
Local authorities*^*

1 281

Treasury bills 
Non-interest-bearing 

notes

Total

A A ATI 619 859 799 1 631 \
14 25 40 50 5 1 f 1 589 1 365 719 852 602 870
59 87 52 97 244 396 289 246 332 159 28 44 18

523 404 397 732 886 539 1 577 1 577 1 069 448 334 431 513

19 43 58 86 112 135 169 169 191 210 298 431 625

959 1 036 1 166 1 824 2 046 2 133 3 667 3 581 2 957 1 536 1 512 1 508 2 026

Total exchange reserves*3*l 920 2 319 2 547 3 240 3 618 3 689 5 088 4 634 4 1 2 639 2 835 2 610 3 307

Banking arxl money 
m arket liabilities to  
holders other than 
overseas m onetary 
authorities 

External deposits with 
Banks*'**
Finance houses*^* 
Local authorities*®*

Treasury bills

Total***

1 406 1 360 1 587 2 272 2 253 2 247 2 410 1 2 49337 32 79 86 17 16 15 * 3 201 3 470 4 945 5 253 7 771
12 10 4 21 18 17 1 1 —

5 5 3 3 3 4 6 6 28 14 20 5 67

1 460 1 407 1 673 2 382 2 291 2 284 2 432 2500 3 229 3 484 4 965 5 258 7 838

1. A modified reporting system was introduced at end-1974. Figures for 1974 aregiven on the old and new systems (columns la) and (b) respectively). Further improvements 
coverage in 1975 added some £180 million at end-1975 to external deposits with banks of holders other than overseas monetary authorities. See notes on page K .

2. Central monetary institutions and international organisations (other than the IMF).
3. Prior to 1974 the total exchange reserves include the nominal values of British government stocksand thereafter the approximate market values. The market valuation for 1974 

onwards differs slightly from that shown in Table 11.2 because of timing differences. See note on page K .
4. In March 1972 several finance houses were reclassified as banks. From end-1974 onwards deposits with finance houses are included in deposits with banks.
5. Excludes local authorities' securities and mortgages.

tN

stocks'"
p;; countries 
QiVexportifiS;
Other counts
Interne*'®*’̂

organisaw

Total
Atoomin*
Aimaiketi

gjfjiing and mi 

naitetfeb®* 
EC countries 

Oi«pofting
Other countfi

Intemahon^
tions

Total

B tfkngand m o i
maketiafaitk 
hoUen other t 
overseas mone 
authoritM
EC countries 
Ofl^xporting 0 
Other countries

Total***

1. AtTKxSfiedrej: 
values instead 
£180miEonat 
Tabte lU bec 

2- Central monet
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870

44 IB

431 513

431 625

1508 2026

2610 3307

62S3 7771

5 57

5 258 7 838

TjrthefimproyOTentsin ^

otesonpage®- ,

^ e t  valuation for 1974 ;

ith banks.

Table 11.6 External sterling liab ilities—geographical analysis

End of year

1968 1969 1970 1971 1972 1973 1974111

(a)

Exchange reserves in 
8terfir>g held by oversees 
monetary authorities®!
British government 

stocks* 11 
EC countries 
Oil-exporting countries 
Other countries 
International 

organisations

Total
At nominal values 
At market values

Banking and money

(6)

1975 1976 1977

949 1 204 1 295 1 307 1 454

12 79 86 109 118

961
880

1 283 
1 105

1 381 
1 180

1 416 
1 355

1 572 
1 280

1 556 
1 230

1 421
1 053 1 143 1 103

Bankmg tftd  mortey 
market OabOfties to 
holders other than 
overseas monetary 
authorities 
EC countries 
Oil-exporting countries 
Other countries

Total‘11

1 460 1 407 1 673 2 382 2 291

1 460 1 407 1 673 2 382 2 291

497 
2 088

1 309 
747

2 909

2 284 2 432 2 500 3 229 3 484 4 965

1978

1 102

1 265 
983 

3 010

5 258

£ million

1979

107 63 60 25 10 6 6
490 423 624 736 868 618 728

1 218 742 476 374 218 209 200 228

128 126 94 120 139 246 278 319

1 281

market liabilities, etc.
EC countries 'x 
Oil-exporting countries j 
Other countries ^

« 854 942 1 070 1 723 1 907
r  181
\  856 

914

160 
2 693 

577

117 
2 678 

549

99 
2 214 

378

176
685
378

174
492
389

165
388
358

148
477
632

International organisa
tions 105 94 96 101 139 182 237 237 266 297 457 597 769

Total 959 1 036 1 166 1 824 2046 2 133 3 667 3 581 2 957 1 536 1 512 1 508 2 026

1 781 
1 588 
4 469

7 838

1. A modified reporting system was introduced at end-1974. The principal difference is that holdings of British government stocks by area are now shown at approximate market 
values instead of at nominai values. Figures for 1974are given on both the old and new system (columns (a) and (b) respectively). Further improvements in 1975 added sorne 
£180 million at end-1975 to external deposits of holders other than overseas monetary authorities. The market valuation for 1974 onwards differs slightly from that shown in 
Table 11.2 because of timing differences. See notes on page 55.

2. Central monetary institutions and international organisations (other than the IMF).
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Table 11.7 Trade credit—amounts outstanding

End of year

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978
Unrelated export credit
Credit extended by UK banks 

Identified long-term 
ECGD Buyer credit schemes 

and Specific bank guarantees 
Other

ECGD Comprehensive bank 
guarantees 

Other

500 702 971 1 324 1 636 1 890 2 309 2 950 3 656 4 257 4 870

620
285

635
260

Total(l) 717 947 1 332 1 729 2 066 2 440 3 057 3 744 4 561 5 152 5 624
Suppliers' credit 1 098 1 289 1 425 1 438 1 611 1 941 2 439 2 592 3 237 3 485
/ess Advance and progress 

payments on exports

3 963

128 196 282 405 500 646 946 1 180 1 474 1 742 1 877
Net export credit outstanding 1 687 2 040 2 475 2 762 3 177 3 735 4 550 5 156 6 324 6 895 7 710
Unrelated im port
Credit received 

Identified long-term 
Other

67 117 192 323 541 730 818

Total

/ess Advance and progress 
payments on imports; 
Identified long-term credit 
Other

Total

Net import credit outstanding

Unrelated credit: net assets

’ O f w fiich, re/ating to transactions between UK businesses and:
their overseas affi/iates 83 108 126 131 123 127 171 224 280 371 397
their overseas parent companies 67 93 112 125 171 270 318 290 286 232 273other overseas concerns 
Totai credit extended by

567 746 1 094 1 473 1 772 2043 2  568 3230 3995 4549 4  954

UK ban/(s 717 947 1 332 1 729 2066 2440 3  057 3  744 4  561 5  152 5624

Table  11.8 Official reserves(^)

End of year

Gold
IMF Special Drawing Rights 
Convertible currencies 
Reserve position in the IMF

Total official reserves
$ million*2>
£ mii/ion̂ '̂ ^
£ mii/ion̂ ^̂

k \l4<

-J
=r io

I .

£million

1979

5 271

5 948

4 611

2 175

8 384

249 319 344 355 410 638 785 870 1 163
r  #

1 270 1 431 1 522

316 436 536 678 951 1 368 1 603 1 787 2 169 2 307 2 407 2 269

19 32 78 144 284 294 398 430 467 325 179 22516 29 22 16 13 18 32 30 121 162 52 52

35 61 100 160 297 312 430 460 588 487 231 277

281 375 436 518 654 1 056 1 173 1 327 1 581 1 820 2 176 1 992

1 406 1 665 2039 2 244 2 523 2 679 3 377 3 829 4 743 5 075 5534 6 392

5943

$ million

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

1 474 1 472 1 348 843 801 887 888 888 888 938 964 3 259
266 642 656 724 830 840 728 604 500 1 245

948 1 056 1 213 5 097 4 063 4 725 4 823 3 335 2 513 19 015 14 230 18 034
126 140 248 366 —

2 422 2 528 2 827 6 582 5646 6 476 6 789 5 429 4 129 20 557 15 694 22 538
1 009 1053 1 178 2  526 2  404 2  787 2890 2  683 2426 10 715 7689 10 129

2405 2  795 2955 2  700 2485 10975 10380 13220

1. 'nJuly1972theofficialreserveswereredefinedtoincludetheUKreservepositioninthelMF.whichatthattimeamountedto$760million.Fromend-1968toend-1971thiswasml.

2. Unitlend-1978, gold is valued at the official price of SDR 35 per fine ounce and SDR's and convertible currencies are valued in dollarsat middle or central rates. Thereafter they 
are valued at market related rates; details are given on page 75.

^ page expressed above in dollars are converted to sterling at middle or central rates to end-1971 and at end-year middle market closing rates thereafter, see notes on

4. Until end-1977, gold is valued at the official price of SDR 35per fine ounce. Thereafter it isvaluedattheend-year market price. Other components within the official 
converted direct/y to sterling at end-year middle market closing rates throughout.

reserves are

64

CM-

From
Issues

Total

goffowW
eovei

•nvougit ^
PubSc corpotJ 

Local
issues abroad
, pubficcorpor̂

Local autiwot 
from banks, etc

PubBccorpon
Local autboflt

Total‘S
Total'̂

1. Conv^tedtosi
2. For tfiis total b  

this total net is
3. For this total a: 

issues abroad c
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1973

5 271

575

59ia

3963 4611

1877 2175

7710 8384

976 747
1431 1522

2 « 7 2269

179 225
52 52

231 277

2176 1992

5 534 6 392

397 4 .

27i .  .

4S54 .

5624

$ million

1979

32S9 
1245 

18 034

ik®4 22 533 

^20
jO 0

r̂ (3ies-
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Assets and liabilities

Table 11.9

Foreign currency borrow ing by H M  G overnm ent and by public bodies 
under th e  exchange cover schem e—am ounts outstanding £ million

End of year

1969 1970 1971 1972

HM  Government borrowing’ ’̂
Through UK banks 
From banks, etc. overseas 
Issues abroad

Total

Borrowing by public bodies under the 
exchartge cover scheme
Through UK banks 

Public corporations 
Local authorities 

Issues abroad
. Public corporations 45 46
'  Local authorities
From banks, etc. overseas

Public corporations 7 7
Local authorities 6 6

Totall2l 50 50
Total'3l 58 59

10

67

12

76

1973 1974 1975 1976 1977 1978 1979

501 984 1 198 1 701 1 622 1 484
137 251 271 384 338 314

171 157

1 235 1 469 2 085 2 131 1 955

814 1 131 1 312 1 988 1 745 1 234 785
105 381 415 450 399 242 20

99 316 585 1 506 1 476 1 086 1 167
107 101 159 210 192 179 94

127 354 653 1 641 1 772 1 942 2 027
14 49 47 56 72 74 109

1 283 2 380 3 174 5646 5 219 4 851 4 311
1 266 2 332 3 171 5 851 5 656 4 757 4 202

F^tN s t^tll indlvidLTcu r̂rê ^̂ ^̂  ̂ US dollar^, using middle or central rates, prior to being converted to sterling, see notes on page 75. Within

RI^N?lotaV^ld^oM^^^ currencies are converted directly to sterling at end-year middle-market closing rates, see notes on page 75. Net
issues abroad are valued at end-year market prices.

 ̂ ' :1 $ b
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International Monetary Fund

The International Monetary Fund was set up as a result of the Bret- 
ton W oods Conference o f 1944 and it began operations in 1947. It 
currently has 140 member countries including most of the major 
countries o f the world w ith  the exception o f some o f the Sino- 
Soviet bloc countries.

The Fund was set up to  supervise the fixed exchange rate system 
agreed at Bretton W oods and to  make available to  its members a 
pool o f foreign exchange resources to  assist them when they have 
balance o f payments difficulties.

Quotas and subscriptions
Each member country has a quota which determines its financial 
contribution to  the Fund, its voting strength and its drawing rights. 
The subscription to  the Fund equals the quota. The levels o f the 
quotas are reviewed from  time to  time and changes in them take 
into account members' exports, imports and invisible trade, as well 
as the size o f their reserves and national Income.

Drawings
The Fund's resources are available to  members on a short to 
medium-term basis only when they have a balance o f payments 
need.

When a member country draws the currencies o f other member 
countries from  the Fund, It pays fo r them w ith an equivalent 
amount o f its own currency: members do not therefore 'borrow ' 
from  the Fund but 'purchase'; conversely, they do not 'repay' but 
'repurchase'. A  member's indebtedness may, therefore, be 
expressed in terms o f the Fund's holdings o f its currency as a per
centage o f its quota. Because currencies are purchased rather than 
borrowed the Fund's tota l holdings o f currencies, valued in SDRs, 
remains unchanged overall.

Drawings may be categorised as being under either ordinary or 
special facilities, w ith  the form er split into 'reserve tranche' 
(formerly 'gold tranche') and 'credit tranches'.

Reserve tranche
The reserve tranche position equals the amount by which a 
member's quota exceeds the Fund's holdings o f its currency, and 
purchases o f its currencies in the reserve tranche can be made 
automatically. For the United Kingdom the reserve tranche 
generally represents the reserve position in the Fund which has 
been included as part o f the United Kingdom's official reserves 
since July 1972. Prior to  that date, transactions in the reserve tran
che were included in item  21 o f the balance o f payments accounts 
along w ith  transactions in the credit tranches. The reserve tranche 
transactions in 1978 did not, however, reconstitute the UK reserve 
position in the IMF as the IMF's holdings of sterling at that time ex
ceeded 100 per cent o f quota.

Credit tranches
There are four credit tranches each equivalent to  25 per cent of 
quota, making the total possible Fund holdings o f a member's cur
rency under the ordinary facilities equal to  200 per cent o f quota. 
Before drawing any part o f its credit tranches, a member must 
obtain permission from  the Fund, and its entitlement to  make draw
ings is determined after considering its economic position, as well 
as its likely ability to  overcome its problems w ith in  a short period. 
Credit tranche drawings are now usually made under stand-by 
arrangements which allow members access to  the Fund's 
resources up to previously agreed lim its w ithout the need fo r the 
member country's position to  be considered at the time o f each 
drawing. In addition, entitlement to draw under the higher credit

tranches (second, third and fourth) depends on the satisfaction of 
various performance criteria: such drawings may only be taken in 
Instalments over the period o f a standby.

Special facilities
These include compensatory, buffer stock, oil-financing facilities, 
the trust fund, the extended facility and the supplementary financ
ing facility.

Compensatory facilities allow drawings mainly by primary produc
ing countries whose exports are adversely affected by factors 
beyond their control.

Under the buffer stock facilities, members may obtain financing 
fo r their contributions to  international buffer stocks of primary 
products.

Two oH facilities (one in 1974, the other in 1975) were introduced 
to  assist members to  meet the impact on their balance o f payments 
o f increases in the prices of petroleum and petroleum products. 
Drawings under both oil facilities ceased in December 1976.

The trust fund  provides loans to  developing countries on conces
sional terms to  support the countries' efforts to carry out program
mes for balance o f payments adjustment.

The extended facility  provides assistance to  members in balance 
o f payments difficulties fo r longer periods and in larger amounts 
than under the regular credit tranches.

The supplementary financing facility  is designed to provide addi
tional funds. In combination w ith  either a stand-by in the upper 
credit tranches or the extended facility, to  members w ith balance of 
payments imbalances that are large in relation to the size of their 
quotas.

Repurchases
The Fund's holdings o f a member's currency are reduced if the 
member repurchases its currency fo r equivalent amounts of other 
currencies or if other members draw that currency by purchasing it 
w ith  other currencies. Members usually undertake to repurchase 
ordinary and compensatory drawings in a period not exceeding 3 to 
5 years, and oil-facility drawings in 4 to  7 years. Drawings under the 
extended facility are usually repurchased in 4 to  10 years and, under 
the supplementary financing facility, in 3^ to  7 years after the draw
ings. Members are obliged to  repurchase drawings as their balance 
o f payments and reserve positions improve. Repurchases may be 
made either in SDRs or in the currencies of those members whose 
currencies are convertible and held by the Fund in amounts less 
than 75 per cent o f the members' quotas.

Charges
Members using the Fund's resources pay service charges in SDRs 
on all purchases o f currency from the Fund at the time that draw
ings are made. Since 1951 this charge has been ^ per cent of the 
amount drawn. No charges are paid on reserve tranche drawings, 
but regular charges are paid on credit tranche and compensatory 
finance drawings at a rate of 4% per cent fo r the first year that 
drawings are outstanding, rising by ^ per cent each year. The rate 
o f interest on the oil facilities also rises over time averaging 7 per 
cent per annum fo r the 1974 facility and 7J per cent for the 1975 
facility. Charges under the supplementary financing facility are
market-related.

M aintenance of value payments
The Fund accounts fo r the currencies that it holds in terms of the 
S DR. Maintenance o f value payments are made between the Fund 
and each member country to  offset changes in the SDR value o f the
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member's currency held by the Fund resulting from fluctuations in 
the exchange rate between the member's currency and the SDR.

Special Drawing Rights
Special Drawing Rights (SDRs) first came into use on 1 January 
1970. Any Fund member may participate in the Special Drawing 
Account and its allocations of SDRs are based on its quota. By join
ing the scheme the member accepts an obligation to provide cur
rency, when designated by the Fund, to other participants in ex
change for SDRs equivalent to three times its allocation, after 
which it can refuse any further SDRs. Participants whose SDR 
holdings are below the level of their original allocation pay interest 
on the difference between their allocation and actual holdings and 
members whose holdings are above their allocation, receive in
terest. The rate of interest on the SDRs is 80 per cent of the average 
of a weighted basket of short-term government obligations in the 
United States, United Kingdom, Germany, Japan and France. 
(See also page 79).

UK transactions w ith the IMF
Details of the UK's transactions w ith the IMF are given in Table 
12.1. Changes in the Fund's holdings of sterling as a result of UK 
drawings and repurchases are determined under IMF rules at the 
IMF's 'holding rate' for sterling against SDR. The amounts shown 
may differ from the corresponding entries in Table 10.1 as the latter 
are the sterling equivalent of foreign currencies received/paid, 
valued at middle-market closing rates. Since July 1972, drawings 
and repurchases affecting the reserve position in the Fund are not 
shown explicitly in Table 10.1 as they merely affect the composition 
rather than the level of the reserves.

Holdings o f sterling by the IMF: The sterling is held in the United 
Kingdom in the form of non-interest-bearing notes issued by the 
National Loans Fund, except for a small amount, currently 
equivalent to i  per cent of quota, which is held on deposit at the 
Bank of England. When drawings are made from the Fund by the 
United Kingdom the foreign currencies drawn are purchased for 
sterling and the Fund lends back the sterling to the National Loans 
Fund on the security of non-interest-bearing notes. Since 1972, 
following the IMF's decision to value its holdings of currencies at 
market rates of exchange, adjustments have been made to 
preserve the SDR value of the Fund's sterling holdings. The figures 
for changes in the Fund's holdings of sterling are derived from UK 
sources.

Redeposit (in UK)/repurchase o f charges paid in sterling: This 
comprises IMF receipts of sterling from the United Kingdom as

charges on drawings; the sterling was repurchased in April 1972 
The current account counterpart of this transaction is a debit item 
under interest, profit and dividends. IMF administrative and opera
tional expenditure in sterling is also included.

UK subscription in gold: Subscriptions to the IMF on occasion of 
the increase in quotas in March 1966 and November 1970.

Change in tranche position with IMF: This is the change in the 
UK credit tranche position or reserve position in the Fund resulting 
from transactions during the year.

IMF gold deposits in UK{ + ); Deposits from 1965 to 1967 to 
alleviate the impact of gold purchases from the United Kingdom by 
other Fund members in order to pay the increase in their gold 
subscriptions. Repayments (—) were made in 1968,1970 and 1971, 
they were finally liquidated in February 1972. The deposits did not 
affect the IMF's holdings of sterling or the UK tranche position.

Net charges on Special Drawing Rights: This represents the d if
ference between the charges which the United Kingdom has to pay 
on its total allocation of SDRs, and the interest received on its ac
tual holdings, the net figure being part of interest, profits and
dividends.

Allocation o f Special Drawing Rights: The UK share of the 
Fund's allocation of SDRs.

UK position w ith IM F
Details of the UK position w ith the IMF are shown in Table 12.2.

Quotas: The quota was increased in November 1970 to  $2,800 
million (£1,167 million). From March 1972theunit of account of the 
IMF was changed from dollars to SDRs; the quota, therefore, was 
then expressed as SDR 2,800 million and in May 1978 was increas
ed to SDR 2,925 million.

Use o f Fund credit: The amounts outstanding of drawings out
side the reserve tranche. It equals the excess of the Fund's holdings 
of sterling over quota.

UK total tranche position: This is the amount which the United 
Kingdom may draw from the Fund w ithout raising the Fund s 
holdings of sterling beyond 200 per cent of quota, and in 1976 and 
1977, above 245 per cent of quota, pending the increase in quotas
In 1978.
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Table 12.1 UK transac:tions with the International Monetary Fund(II
£ million

Table
reference^^^ 1969 1970 1971 1972 1973 1974 1975 1976

Transactions affecting the Fund's 
holdings o f sterling

IMF holdings of sterling at end of 
year

1977 1978 1979

Drawings/repurchases:
Reserve tranche 

UK—drawings
— repurchases 

Other countries—drawings
— repurchases

Credit tranches 
UK—drawings

— repurchases
Other countries—drawings

— repurchases
Special facilities—UK net drawings 

on the oil facility lO.l
Redeposit {in UK) of:

UK subscription in sterling 
Maintenance of value payments 
Charges paid in sterling etc.
Sterling payment for IMF gold 

restitution

1 950 1 929 1 374 1 132

+ 259
-  292

— — -  3
• + 3

+  354 + 63
-  382 -  141 -  541 -  21
-  2 -  56 -  14 -  106

— + 4

1 189 1 143 1 089 2808 4 150 3 182 2311

+ 174

- 4 6 -5 4
-  -  68

+ 437 + 1 468 
-  412 -  574 -  510

+ 573 -  -  119
+ 113

8.8 + 16
+ 57 + 536

-  + 84
+ 286 -  35

8.8'3)
— +

Change in IMF holdings of sterling
14 -  14

- 1 5  -  21 555 -  242 + 57 - 4 6  -  54 +1 720 +1 342 -  968 -  871
Other transactions affecting the 

position w ith  the Fund
UK subscription in gold 
UK subscription in sterling 
Maintenance of value payments 
less Drawings under special 

facilities*^*

Change in tranche position with IMF

Other transactions entering the 
balance o f paym ents accounts

Charges and administrative expenses 
IMF gold deposits in UK 
Net charges on SDRs 
Allocation of SDRs

+ 3

—
—

-  15 -  172 -  555 -  239

5.1 -  32 -  33 -  25 -  5
8.8 -  4 -  2 -  11
5.1 — -  1 -  1
1.3 — + 171 + 125 + 124

3 - 5 7 -  536
-  -  84

-  286 + 35 + 228

-  573 -  + 119

- 4 6 - 5 4  + 611 +1 056 - 1  017 -  524

-  53 -  114 -  109 -  58

-  3 -  3 -  8 - 8 - 1 0 -  12 -  15
-  +  195

For an explanation of the figures given and derived in this table see the definitions on page 67, 

were part of^-Sm^^^ may appropriately be linked with entries in the balance of payments accounts. Prior to July 1972, reserve tranche transactions
L p s  'hold na ra ti'fo  ^^ove are datatmined at tha
nnlv/InHurtln® sgamst SDR while the corresponding entries in Table 10.1 are valued at middle market dosing rates (see notes on page 671
such hawepurchafe o f  h ^ T r^ ^  'v®'' ® '''P' of starling are more than 100 per cent of quota!sucn tnat repurchase of the sterling by the United Kingdom would be obligatory.
These drawings do not affect the tranche position.

Table  12.2 UK position with the International Monetary Fund SDRml!lion*tJ

End of year

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

IM F  hokiirtg of sterling \A \ 4 681 4 629 3 297 2 683 2 683 2 594 2 496 4500 6 140 4730 3 737
less UK quota (5] 
equals when positive

2 440 2 880 2 925 2 800 2 800 2800 2800 2800 2800 2925 2 925

Use of Fund credit 2 241 1 829 497 1 700 3340 1 805* *̂ 812
o f which: Oil facility drawings*2l[C] 1 000 1 000 1 000 812

Credit tranche position 
or when negative

2 241 1 829 497 — — 700 2340 784 —

Reserve trarK^e position 117 117 206 304 _ _ _ _

Total trariche position'̂ ^ 199 971 2 303 2 917 2 917 3 104 3360 1 720 2 120 2 925

1. Data prior to 1970 are expressed in US $ million.
2. Drawings under special facilities do not affect any tranche position.
3. Apart from 1976 and 1977 equals 2 5 - M-CA Atend-1976and 1977 equalled 2.455 — f-4 —O asthe maximum amount available to be drawn was raised temporarily to 245 per 

cent, of quota pending the increase in quotas in 1978.
4. Also includes SDR 21 million in respect of purchases of gold in restitution.
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There are major conceptual problems, as well as practical difficulties, in producing regional balance of payments statements. 
Thus this presentation can provide no more than a general indication of the regional dimensions of the UK balance of payments.

This section provides estimates of a comprehensive balance of 
payments account of the United Kingdom with the other member 
countries and institutions of the European Community. These 
figures and the corresponding account of the rest of the world have 
been assembled in part to assist the Statistical Office of the Euro
pean Community in their production of a balance of payments ac
count for the Community as a whole w ith the rest of the world.
More generally there is interest in estimates of various of the com
ponents of the UK balance of payments which involve the Euro
pean Community.

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.

Conceptually, a regional balance of payments account should 
allocate transactions in a way which reflects flows of economic 
resources, consistent with the global balance of payments ac
count. It is important to stress that such a regional account is likely 
to be very different from a financial statement which 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 of the new or former 
owner;
Services to the region the residents of which rendered or 
received the service;
!PD to the region from whose residents 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 to, for 
example, allocation by currency denomination).

In practice it is often extremely difficult to follow the desired 
criteria with the information available. To take as an example one 
area of transactions only, UK residents may act as intermediaries 
for a whole range of financial and allied activities where the prin
cipals involved are non-resident, but where the full payments may 
be made via UK intermediaries. For example, a UK broker may earn 
commission on arranging the charter of a Norwegian ship for the 
carriage of goods between an American parent company and its 
French subsidiary. Payment for the charter plus the broker's com
mission may be made to the broker In London through a British 
subsidiary, w ith consequential settlements over inter-company ac
counts and between the broker and the shipping company. Addi
tionally there are other practical difficulties which stem from the ex
tensive use of global estimates supplied voluntarily by the transac
tors who may be unable to provide any sub-division of their trans
actions by country or may be able to provide allocations by country 
only by criteria which are not relevant, e.g. the source or destina
tion of the flows of finance.

In the accompanying table the figures against most, if not all, 
headings unavoidably contain mis-allocations to a greater or lesser 
extent. Many categories of transactions have been allocated only 
by reference to other series associated in economic terms and 
therefore thought likely to reflect a similar regional pattern. The net 
balance of all these mis-ailocations is Indistinguishably contained 
within the heading for the balancing item and multilateral set
tlements; since this heading will also include genuine multilateral 
settlements and some part of the balancing item from the global ac

count, no meaning can be attached to the figures given against the 
heading.

The following notes summarise the main criteria of country at
tribution adopted for the various categories of transactions. In 
general the figures are not likely to be consistent w ith those re
corded by countries which allocate regional balance of payments 
estimates on a cash settlements basis.

Visible trade
Estimates of the value of UK exports and imports of goods are 
those shown in Table 2.3. In general imports are those consigned 
from the other member countries of the Community and exports, 
from 1974, are those whose last known destination was w ithin the 
Community. A more detailed account of the method of allocation 
of visible trade by area is given on page 14.

Invisibles
General government services and transfers 
Detailed geographical information is available from returns provid
ed by government departments.

Sea transport
For 1974 and 1978 the estimates are taken mainly from the censuses 
carried out in those years by the General Council of British Shipping 
and relating to  ships owned by and on charter to  UK operators 
(these figures account for some 75 per cent of credit entries and 50 
per cent of the debit entries). Freight on goods can only be 
allocated by the port of discharge of the goods rather than w ith the 
country of the importer who ultimately receives the service. 
Payments to overseas operators of freight on U K imports cannot be 
disaggregated properly. For dry cargo, flag shares have been used 
as a proxy for nationality of operator. For tankers the nationality of 
the parent oil company has been used as nationality of operator.

Estimates for other years have been obtained by Interpolation 
and extrapolation taking account of movements in the global 
estimates.

Passenger revenue credit and debit estimates are made partly 
from the International Passenger Survey, which gives the required 
country analyses of fares paid. Other parts of the estimates rely on 
rather crude assumptions about the market for cruises.

Disbursements in the United Kingdom by overseas operators of 
dry cargo ships have been allocated in line w ith freight on imports 
since no adequate estimator can be found and the tanker dis
aggregation depends again on nationality of parent company.

Civil aviation
Transactions w ith overseas airlines are allocated by nationality of 
airline but receipts by UK airlines from overseas passengers are 
allocated by the country in which the ticket is purchased. In the 
case of payments for freight on imports, the only estimates 
available relate to country of origin of the imports and not to the 
nationality of the carrier.

Travel
The allocation of expenditure of overseas visitors is by country of 
residence. UK residents' expenditures abroad are allocated to the 
country in which most time was spent, or. If this cannot be deter
mined, the furthest country visited; as a result, expenditure In 
countries w ith appreciable numbers of transit tourists may be 
understated.

Financial services
The figures suffer from severe conceptual and practical problems
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consequent on the UK's role as intermediary and there is con
siderable scope for error in the estimates:

Commodity trading, other merchanting and brokerage — 
allocation has been made indirectly by reference to 
world trade levels.
Banking —geographical details only exist fo r part of this 
business and these proportions have been used to  allocate the 
remainder.
Insurance—no detail can be provided by the transactors but 
figures have been allocated according to the size of the 
insurance markets of different countries.

Other services
There is considerable variation between components which make 
up this category, as follows:

Royalties and services between related companies—based on 
regional data from annual Inquiries up to  1978 but no 
information is available yet fo r 1979.
Commissions on im ports—allocation based on visible trade 
patterns.
Construction work overseas—geographical detail o f the 
actual transactions is not known but some information is 
published on the location o f new contracts and this is taken as 
a guide.
Foreign government expenditure in United Kingdom —based
largely on partner country sources and numbers o f accredited 
diplomats.
Overseas student expenditure—based on known distribution 
of numbers o f students but presumes average expenditure 
constant between different nationalities of students.
Telecommunications and postal services—data availablefrom
the UK transactors.
Offshore oil and gas services—based on subjective assess
ment.

For the many other components in this category of services the 
methods of allocation used vary widely. A t best there w ill be 
geographical data from the transactor; at w orst we have to  rely on 
the presumption that the regional pattern o f a particular series w ill 
resemble that o f another series.

!PD: direct investment earr^ings
Figures are based on the annual overseas investment inquiry and 
exclude the earnings o f oil companies. Reinvested profits are in
cluded. Geographical distribution is based on the country of the im
mediate overseas parent company or location o f overseas affiliate. 
The accuracy o f the estimates, particularly fo r individual countries, 
is affected by the allowances which have to  be made because o f the 
incomplete response to  this inquiry.

iPD: portfo lio  investment earnings
Estimates o f earnings on portfo lio investment overseas by UK 
residents have been derived from  a partial analysis available from 
the Inland Revenue, supplemented by incomplete information for 
certain financial institutions and estimates fo r Lloyd's. Earnings of 
overseas residents on portfolio investment in the United Kingdom 
have been estimated in three broad groups on the basis o f very little 
relevant information. Interest payments on all British government 
stocks are dealt w ith  under sterling liabilities {see below). Interest 
on foreign currency issues has been allocatedp/'o/afa to UK banks' 
external foreign currency liabilities after making certain ad
justments. Interest on other UK company securities has been 
allocated pro rata to  the countries w ith direct investment earnings 
in the UK. Even if these methods gave an apparently reasonable 
result they would not resolve the further problems which can arise 
when investments are held through nominees, thus concealing the 
country o f residence o f the owner.

70

IPD: o il companies
The global credit figures align the entries for UK oil companies' 
transactions recorded in visible trade, sea transport, services, and 
in net private investment overseas, w ith  their net cash flow. They 
cannot, therefore, be regarded as a precise measure of the profits 
earned overseas, since this is complicated by transfer values at the 
various stages of production and marketing and the allocation of 
merchanting loss o f trading companies. Hence the regional alloca
tion has been roughly assessed in relation to the scale of activities 
as given by the net assets held in different countries. Debits in 
respect o f the transactions o f UK affiliates of overseas oil com
panies are generally allocated by nationality o f parent.

iPD: UK banks'interest from  borrow ing and lending in foreign cur
rencies
The interest received and paid by UK banks has been allocated 
regionally in alternative ways. Although the non-resident w ith 
whom the UK bank deals is not necessarily the original 
source/ultim ate destination o f the funds, in practice the figures 
have to  be allocated on the basis of the immediate supplier/user of 
the funds. However, treating the banks as principals in the transac
tions does not necessarily represent the flows of economic 
resources. The banks, when acting as financial intermediaries, re
tain only a fraction o f the total servicing payments of the borrowers 
(i.e. the margin ) and the 'net method' described below attempts 
to  take proper account o f this.
Country detail exists only fo r the stock o f borrowing and lending. 
Using general information on interest rates and margins, estimates 
are built up as follows:

a. 'Gross m ethod'—estimated total interest receipts on lend- 
ding to an individual country less the total interest on that 
country's deposits w ith  UK banks. Global interest receipts and 
payments are allocated to  countries in proportion to the cor
responding assets and liabilities o f UK banks. (These figures 
are incorporated in the IPD series shown in Table 13.1).
b. 'Net m ethod'—overall margin o f UK banks on all lending 
operations allocated proportionately to each country's share 
o f that lending. But this presupposes that all external borrow
ing is on-lent abroad and further allowance must be made for 
funds actually used in the United Kingdom and not on-lent 
abroad; the interest on such funds is allocated in proportion to 
the UK's gross liabilities to  each country. {The effect of 
substituting these estimates fo r the figures estimated by the 
'gross method' Is shown as the 'adjustment to interest on 
foreign currency lending/borrow ing' in Table 13.1).

IPD: interest on trade credit
Interest on export credit has been allocated according to informa
tion available to  the Export Credits Guarantee Department on sup
plier and buyer credit outstanding.

Interest on import credit has been allocated on the basis of infor
mation from  airlines and on visible trade in ships, etc. to which this 
series is related.

IPD: interest on other sterling liabilities and claims
Based on detailed Information on lists of holders, levels outstand-
ding and appropriate rates of interest reported to the Bank of
England by UK banks, etc., and including British government
stocks.

IPD: interest on officia l reserves, inter-government loans and o f
fic ia l foreign currency borrowing
Estimated from Information available from official records on the 
total levels of the underlying assets and liabilities.
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iPD: interest on borrowing from banks etc. overseas 
Interest payments on public sector borrowing (including borrow
ing by public corporations but excluding official foreign currency 
borrowing) are estimated from records of such borrowing available 
from official sources. Interest due abroad on private sector borrow
ing was allocated to countries in generally the same proportion as 
UK earnings on direct investment overseas, on the rather arbitrary 
assumption that such borrowing would be largely devoted to in
vestment in the same countries.

Private transfers
Until 1979 the regional allocation of debits is based on exchange 
control data and, of credits, on data made available by partner 
countries. For some countries information is available on their 
transfers to the United Kingdom; for other countries an estimated 
proportion of each country's global figure is taken.

Capital transfers
These payments made under the Sterling Agreements are obtained 
from official sources.

Official long-term capita!
Detailed information is available from returns provided by govern
ment departments.

Overseas investment in UK public sector and in company securities 
Difficulties can arise if the nationality of the investor is concealed 
when the investments are made through nominees. Foreign cur
rency issues and net borrowing abroad by public corporations and 
local authorities are generally allocated on a creditor basis but ex
ceptionally are allocated according to the country whose foreign 
currency is received or repaid. For purposes of regional allocation, 
foreign currency issues and net borrowing abroad under the ex
change cover scheme have been included under this heading.

Private direct investment
These figures are based on the nationality of the overseas parent 
company or location of overseas affiliates. Figures for 1973-78 are 
taken from the full annual inquiry. Those for 1979 are based on the 
quarterly inquiries from which no area or country detail is available.

Portfolio investment overseas
This is allocated according to nationality of security.

Other overseas investment in the UK private sector 
Geographical data on the lending of banks and commercial com
panies abroad directly to UK companies is not generally available. 
Investment transactions between oil companies and their affiliates 
are allocated by country on a broadly comparable basis to other 
direct investment transactions. Estimates of lending to unrelated 
companies overseas by means of currency exchanges were based 
on exchange control information.

Overseas currency borrowing or lending {net) by UK banks 
There is a problem connected w ith the intermediary role of banks. 
The United Kingdom's position v/s-d-v/sthe EC may be distorted to 
the extent that EC countries act as intermediaries between the 
United Kingdom and the rest of the world or similarly, the United 
Kingdom acts as an intermediary between the EC and the rest of the 
world.

For purposes of regional allocation, it has been necessary to in
clude, under this heading, liabilities incurred by UK banks in 
respect of borrowings by UK public bodies under the exchange

cover scheme. Though the overall figures of UK banks overseas 
currency borrowing (net) exclude borrowing on behalf of HM 
Government (see below) it is not possible to identify whether any of 
the UK banks' contribution is backed by borrowing in the EC. To 
the extent that this occurred, the residual figure for the rest of the 
world w ill be correspondingly understated.

Exchange reserves and other banking and money market liabilities 
in sterling
These figures are reported by UK banks, etc. regionally allocated 
on a creditor basis.

Trade credit (other than between related companies) and other 
capita! transactions net
The regional allocation of these inherently volatile series is, for the 
most part, based on inadequate information. EC figures for 
unrelated export credit are identified from the annual enquiry and 
for unrelated import credit limited information is available on ships
and aircraft.

Foreign currency borrowing by HM Government 
The EC proportion of the $2,5(X) million and $1,500 million facilities 
represents the amounts contributed directly by the EC-based 
banks participating in the loans. The proportion for the rest of the 
world includes all non-EC banks participating in the loan together 
w ith the UK banks involved (see above); this leads to a distortion 
between these two areas. The intermediary function of the banks 
prevents accurate regional allocation.

Official reserves
The figures represent changes, converted at market-related rates 
of exchange, in currencies of EC denominations.

General government transactions w ith the institutions of 
the European Conrenunity
General government services
These figures comprise receipts by the UK government for its ac
tivities as an agency for the collection of contributions to the in
stitutions of the European Community, and for the provision of 
services at the site of the Community's Joint European Torus pro
ject in Oxfordshire.

Genera! government transfers
A more detailed analysis of transfers to and from the institutions of 
the European Community is presented in Table 13.2.

Apart from payments to the budget of the European Commun
ity, the other main payments to Community institutions are 
towards the cost of maintaining the European University Institute 
and the European Schools, for medical expenses incurred in other 
member countries by United Kingdom nationals and a levy paid to 
the Coal and Steel Community.

The European Agricultural Guidance and Guarantee Fund has 
the functions of stabilising prices and diversifying agricultural pro
duction in the Community countries in order to reduce surplus 
stocks of various products. The resources of the Social Fund are 
used to promote employment and training schemes, mainly for 
disadvantaged persons or in disadvantaged areas. The Regional 
Development Fund was set up to correct major regional economic 
imbalances within the Community by contributing to the finance of 
investmerit in the affected regions. Transfers from the European 
Coal and Steel Community are mainly grants for projects con
nected w ith the coal and steel industries and their employees.
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European Community

Table 13.1 United Kingdom transactions with countries and institutions
the European Community: summary account

Current aciKHjnt 
Credits

Exports (f.o.b.)

Services
General government 
Private Sector and public corporations 

Sea transport 
Civil aviation 
Travel
Financial services 
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
Other services

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

Transfers
General government 
Private sector

Total invisibles

Total debits

Balances
Visible trade 
Total invisibles

o i which private sector ar)d public corporations: 
services and I  PD

Ail current account transactions

Adjustment to interest on foreign currency 
lending/borrowingl^^

Adjusted balances 
Total invisibles

o f which private sector and public corporations: 
services and IPD

All current account transactions

Capital transfers
Capital and official financing transactions *̂ *

Official long-term capita!
Overseas investment in UK public sector*^)
Overseas investment in UK private sector 
UK private investment overseas 
Overseas currency borrowing or lending {net} by UK 

banks*^*
Change in external sterling liabilities 
Investment and other capital transaction n.e.l.*^*
Net transactions with overseas monetary authorities 
Foreign currency borrowing by HM Government 
Drawings on ( + ) /additions to ( —) official reserves 

Balancing hem and m uitttateral settlements*^*

— iC

£ million

1973 1974 1975 1976 1977 1978 1979

3 739 5 406 6 108 8 780 11 434 13 134 17 039

18 31 50 90 90 109 137

722 893 851 1 032 1 064 959 1 195
99 135 166 223 260 308 375

213 259 355 520 689 721 809
111 156 216 250 245 294 325
178 226 264 355 414 457 518

5 7 8 8 12 23 38
730 710 498 785 839 1 371 2 269

70 135 369 255 301 461 554
48 46 52 68 106 167 165

2 194 2 598 2 829 3 5 8 6 4 020 4 870 6 385

5 9 3 3 8 004 8 937 12 366 15 454 18 004 23 424

5 138 7 615 8 675 11 136 13 513 15 785 19 793

285 348 407 535 613 642 719

665 861 801 989 1 057 1 003 1 168
89 108 124 157 172 211 271

261 276 348 394 440 561 735
171 243 365 453 535 502 488

39 82 99 171 267 346 347
156 183 239 330 439 530 929

200 202 374 502 784 1 410 1 668
39 39 54 61 67 99 103

1 905 2  342 2 811 3 592 4 374 5 304 6 428

7 0 4 3 9 957 11 486 14 728 17 887 21 089 26 221

- 1  399 - 2  209 -  2 567 -  2 356 -  2 079 -  2 651 2 754
+ 289 + 256 + 18 6 -  354 -  434 43

+ 711 + 708 -t- 473 + 842 -f 868 -t- 1303 +

- 1  110 - 1  953 ~  2 549 -  2 362 -  2 4 3 3 -  3 085 2 797

-  150 -  50 50 -  100 -  200 -  400 — 700

+ 139 + 206 32 -  106 -  554 -  834 — 743

-t- 561 +  678 + 423 + 742 + 668 +  303 1200

- 1  260 - 2  003 -  2 599 -  2 462 -  2 6 3 3 -  3 485 — 3 497

-  4

-  31

7

-  31 20 5 6 17 15
+  166 •r- 347 + 272 -t- 804 -h 740 -♦- 31 + 650
+  634 +  708 -1- 697 -t- 541 -t- 786 +  444 + 766
-  649 -  669 -  265 -  519 -  407 -  1 170 — 1 532

+  944 -  237 -t- 642 -  1 432 -  3 154 -  3 861 1 110
+ 9 -  24 + 64 + 188 -H 398 -  47 + 499
+  61 + 1 + 36 -  204 -  184 -  185 209

10 —
___ + 106 +  69 + 76 —

-  18 -1- 10 8 -  233 -  313 -  447 446
-  148 + 1 799 1 112 3 332 -1- 4 697 -t- 8 737 + 4 894

1. This adjustment is described in the preceeding notes' to IPD; UK banks' interest from borrowing and lending in foreign currencies'. The balances shown first above include 
interest estimated by the 'gross method'; the adjusted balances include interest estimated by the 'net method'.

2. Assets: increase-Zdecrease'*’ . Liabilities: increase"*■ /decrease-.
3. Includ^ foreign currency borrowing by UK public bodies under the exchange cover scheme.
4. Including trade credit between unrelated companies
5. No meaning can be attached to the figures given against this heading See notes on page 69.
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European Community

Table 13.2 G eneral governm ent transactions  
services and transfers £ million

Credits
Services
Transfers

European Community budget:
Agricultural Guidance and Guarantee Fund
Social Fund
Regional Development Fund 
Other

1973 1974 1975 1976

13 19 32 44

112 342 207
16 19 11

29
3 3 4 4
4 4 4 4

1977 1978 1979

76 91 112

347

J
M l  ................................................................— --------------------r

Total transfers!^' 70 135 369 255 301 461 554

Services and transfers^ 83 154 402 299 376 552 666

Debits
Transfers

Contributions to European Community budget 
Other payments

181
6

179
7

342
9

463
12

737
13

1 348 
19

1 606 
19

Total transfers*^! 187 186 350 474 750 1 367 1 625

1. Components do not always add to totals in this table as all figures have been rounded independently.
u
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Exchange rates

The balance of payments accounts are a picture o f the counter
parts to  any official financing that takes place and, particularly 
when exchange rates are allowed to  float, are o f only limited use in 
Identifying sources o f weakness or strength to  the exchange rate. 
The rate w ill remain steady, w ithou t official intervention, only if the 
quantity o f a currency demanded and the quantity supplied at the 
prevailing exchange rate are exactly equal. 'Pressure' on an ex
change rate exists when sellers outweigh buyers, whatever the 
reason, and is generally assumed to  generate balance o f payments 
outflows, though in practice the result may instead be a fall in the 
exchange rate or a combination o f the two.

Weakened confidence in sterling can affect the current account; 
fo r example, if sterling is expected to  depreciate, UKim porters may 
try to  hasten and exporters to  delay the movement o f goods. This 
process is termed 'physical leading and lagging' and the current ac
count would worsen. Similarly there Is scope fo r leading and lagg
ing o f payments. Pressure on sterling can also result from  capital 
movements not related to  current account transactions, fo r exam
ple, purchases and sales o f British government stocks or transfers 
o f funds to  or from  UK banks.

In the years up to  1971, exchange rates fo r most o f the major cur
rencies were relatively stable fo r long periods and It was reasonably 
satisfactory to  measure such changes as there were in terms of 
rates against the US dollar. Market rates o f exchange were main
tained w ith in  a |  per cent band on either side o f the parity o f £1 = 
$2.80 until 18 November 1967 and £1 =  $2.40 thereafter up to  20 
August 1971. W ith effect from  23 August 1971 the authorities ceas
ed to  intervene in the foreign exchange markets to  maintain the up
per lim it 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 affec
ting the dollar, a general international realignment o f exchange 
rates was agreed ata meeting held in December 1971 in the Smiths
onian Institute in W ashington, in which all the main currencies 
were in effect, revalued against the dollar. (The rates o f exchange 
fixed in tha t agreement are called Smithsonian parities). Sterling 
was then revalued to  £1 =  $2.6057 and the market rate was perm it
ted to  vary w ith in  w ider margins o f 2^ per cent on either side o f the 
new middle rate. From 23 June 1972 the sterling exchange rate was 
allowed to  float.

W ith the bigger changes in exchange rates which have occurred 
since then, however, it can no longer be assumed that changes in 
rates against the dollar w ill accurately indicate the 'overall' change 
in the exchange rate fo r sterling. W hen, fo r example, the dollar 
depreciated against certain European currencies at the beginning 
o f 1975, sterling appreciated against the dollar but depreciated 
against those currencies. Given a set o f changes in individual ex
change rates such as this, one cannot accurately identify the 
'overall' change in the position of sterling w ith  any of the rates 
against other currencies individually. In Table 14.1 the exchange 
rate fo r sterling is expressed not only against the dollar but also 
against Special Drawing Rights (SDRs) and is also expressed as an 
effective exchange rate index. The spot market rates against the 
dollar are expressed both as period averages and at end-of-period 
rates.

Special Drawing Rights
The SDR was introduced in 1970 in a move towards the more 
rational control o f international liquidity. Responsibility fo r super
vising its use rests w ith  the IMF. Its value was originally defined in 
terms o f a certain quantity o f gold, but now w ith the move towards 
floating exchange rates and the abolition o f an official price o f gold, 
it is defined as a weighted average or 'basket' o f currencies. This 
characteristic gives greater stability in value, providing a unit o f ac
count which does not fluctuate in value to  the extent that a national 
currency might.
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Sterling effective exchange rate index
If we want to know the 'overall' change in the value of a currency, 
what is required is some weighted average of changes in its ex
change rate against other individual currencies w ith the weights 
reflecting the relative 'importance', in some sense to  be defined, of 
the other currencies; this is the role o f effective exchange rate in- 
dices. Ideally the choice of weights should depend on the purpose 
fo r which the exchange rate information is to be used. Such infor
mation has important implications fo r the trade balance and this 
points to  using some form  of trade-weighting to  average out rates 
against individual currencies.

The basic drawback o f simple trade-weighting schemes is that 
they do not directly answer the question in which we are mainly in
terested, viz. that given the changes in individual rates, what 
unilateral change in the exchange rate o f sterling against all other 
currencies would have had the same effect on the UK trade balance. 
To answer this question account must betaken o f inter-country d if
ferences in the response o f trade flows to price changes and in the 
effects o f exchange rate changes on the prices o f exports and im
ports. The IMF's multilateral exchange rate model (MERM) at
tempts to  incorporate this and other relevant information and the 
official effective exchange rate calculation uses weights derived 
from  the IMF's model.

It is Important to  note that an effective rate index does not at
tem pt to allow for inflation differentials between countries and 
does not o f itself, therefore, tell us anything about changes in a 
country's competitive position.

Exchange rates used in the balance of payments estimates
When information is recorded in currencies other than sterling, the 
figures are asfar as possible converted into sterling at the rate of ex
change at the time o f the transaction.

Valuation o f current account transactions 
The transactions values o f goods are declared on Customs 
documents in sterling. For imports where any invoice amounts are 
expressed in a foreign currency there is a requirement fo r the UK 
trader, or his agent, to  convert to  sterling at the market rate ap
propriate at the time o f lodgment o f the Customs document. For 
exports, it is likely that amounts in foreign currency are converted 
in a similar way. If the rates o f exchange appropriate to the time of 
lodgment o f documents differ from those at which the payments 
are recorded, the difference would be reflected In the balancing 
item. Invisibles earnings and payments, if denominated in foreign 
currency, are generally converted at the rates o f exchange used in 
traders' books.

Valuation o f capita! transactions
Where capital flow s are derived as the difference between opening 
and closing levels o f assets and liabilities, special steps have been 
taken to exclude the revaluation element in the sterling valuation of 
balances denominated in overseas currencies. This affects the 
changes in balances from 23 August 1971 onwards. The main item 
affected is the net overseas currency borrowing or lending by UK 
banks which is expressed in terms o f sterling by conversion 
generally at market rates o f exchange on the reporting date. See 
notes on page 54. In general, other commercial transactions are 
based on direct inquiries of the transactors, who are asked to use 
the same rate o f exchange as in their own accounts when conver
sion from  an overseas currency to the sterling equivalent is in
volved.

Valuation o f offic ia l reserves transactions
Up to  20 August 1971 the sterling equivalent o f the net amount
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US dollars per £:
End of period*'*
Annual average*^*

SDRs per £:
End of period*^’

Sterling effective exchar>ge rate index*''* 
121 December 1971 = 100)
Annual average

2.3937

1971 1972 1973 1974 1975 1976 1977 1978 1979

2.5522
2.4445

2.3481
2.5015

2.3235
2.4526

2.3495
2.3402

2.0233
2.2200

1.7020 
1.8049

1.9185
1.7455

2.0410
1.9197

2.2250
2.1225

2.3510 2.1627 1.9258 1.9182 1.7285 1.4653 1.5691 1.5616 1.6883

95.2 86.3 83.6 77.2 65.4 62.1 63.0 67.8

rviiddle market telegraphic transfer rates as recorded in London by the Bank of England during the late afternoon. End of period relates to the last working day.
Average of trading day rates as described above.
As calculated by the IMF.
See references below: 21 December 1971 was the first trading day after the Smithsonian settlement.

drawn on or added to the official reserves has been derived by con
version 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 have been regarded as negligi
ble 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 of
ficial reserves have since then been valued at current market rates 
of exchange.

Valuation o f official financing liabilities and official reserves 
Levels of holdings of official reserves, and the main components, 
are shown in Table 11.8 valued in units of US dollars. Gold is valued 
at $35 per fine ounce until end-1970; at $38 per fine ounce from 
end-1971 to end-1972; and at $42.2222 per fine ounce until 
end-1978. Special Drawing Rights are valued at SDR 1 = $1 until 
end-1970; at SDR 1 = $1.08571 for end-1971 and end-1972; and at 
SDR 1 = $1.20635 until end-1978. Non-dollar convertible curren
cies are converted to dollars at historic middle or central rates (ie, at 
'Smithsonian' rates) from 1972 until end-1978.

From end-March 1979, the rates at which the reserves are valued 
are revised annually. For end-1979, gold is valued at the average of 
the London fixing prices for the three months up to end-March 
1979 less a 25 per cent discount. Special Drawing Rights and con
vertible currencies are valued at the average of the exchange rates 
in the three months to end-March.

From July 1979, reserve holdings include European Currency 
Units acquired from swaps with the European Monetary Co
operation Fund. These are included within convertible currencies 
and are valued at the average of the $/ECU or $/European Unit of 
Account exchange rates in the three months to end-March 1979. 
(Until March 1980, this valuation differed from that used for mon
thly reserve announcements where ECUs were valued at the 
market rate applicable for each swap.)

Levels of total holdings of official reserves are shown in Table 
11.8 valued in terms of sterling in two ways. In the first series, the 
components as expressed in US dollars are converted to sterling at 
$2.4 = £1 from end-1968 to end-1970; at $2.60571 = £1 at 
end-1971; and at end-year dollar/sterling middle-market closing 
rates thereafter.

In the second series, gold is converted into SDRs at the official 
price (35 SDRs per fine ounce from end-1973 until end-1977) and 
thereafter is valued at the end-year market price. SDRs and conver
tible currencies are converted directly into sterling at their end-year 
middle market rates.

The same two systems are used when converting the holdings of 
official financing liabilities shown in Table 11.9 to sterling. The 
totals are calculated by the first method to produce annual figures 
comparable with the quarterly figures published elsewhere.

It should be noted that as from end-March 1980, the method by 
which the official reserves are revalued annually has been slightly 
modified. The new formulae are:

a for SDRs and non-dollar foreign currencies, the average of 
their dollar values over the three months before each 31 
March, or their actual dollar value on 31 March, whichever is 
less;
b for gold (other than that swapped for ECUs), 75 per cent of 
the average London fixing prices over the three months before 
each 31 March, or 75 per cent of the final fixing price on 31 
March, whichever is less.

References
Sterling exchange rates against the US dollar, SDRs, and other 
currencies are published on a weekly or monthly basis in the Bank 
o f England Quarterly Bulletin, Financial Statistics ar\6 International 
Financial Statistics (IMF).

The calculation of the sterling/SDR rate was described in an arti
cle in the September 1974 Bank o f England Bulletin.

More detailed figures and further information on the sterling ef
fective exchange rate index are given in Financial Statistics, the 
Bank o f England Quarterly Bulletin and the March 1977 (No 84) 
Economic Progress Report prepared by HM Treasury.

The historical series for the sterling effective exchange rate index 
may be calculated from the IMF-MERM Index published \r\ Interna
tional Financial Statistics adjusted for the difference in the base 
period. A factor of 1.01333 rebases the MERM index to 21 
December 1971.
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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. This is part of trade credit.

Affiliates
Branches, subsidiaries or associated companies.

Allocation o f SDRs
See Special Drawing Rights and notes in the IMF section.

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 equi
ty 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 exer
cise a significant influence on the company. (See 'subsidiaries'.)

Balance for official financing
The net total of entries in respect of the current and capital ac
counts including the balancing item. It also equals total official 
financing (with the sign reversed) plus the counterpart items in 
respect of the allocation of SDRs and gold subscriptions to the 
IMF.

Balancing item
The item included to bring the sum of all balance of payment entries 
to zero. A description of its characteristics is given on page 7.

Banking and money market liabilities in sterling 
These are a part of sterling balances and consist of certain UK 
liabilities, denominated in sterling, to overseas residents. They in
clude:

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 collects on a 
regular basis extensive information relating to the levels of, and 
changes in, assets and liabilities.

Banks
See 'UK banks'.

Billion
This term is taken as meaning a thousand million.
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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 dis
count 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. AUK 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 overseas currency borrowed from banks, other finan
cial institutions or, in some instances, unrelated commercial com
panies abroad, rather than from a UK intermediary e.g. a UK bank.

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 ver
sa).

British government stocks
Stocks issued or guaranteed by the UK government.

Capital account
The account consisting of capital transfers, and investment and 
other capital transactions.

Capital transfers
See 'Sterling Agreements'.

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 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 Ac
count).

Certificate o f deposit
A certificate of deposit is a document issued by a UK office of a 
British or foreign bank certifying 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 US dollars.

C.i.f. (Cost, insurance and freight)
A 'c .i.f.' price includes the cost of insurance and freight from the 
country of consignment.

Commonwealth Development Corporation
A public corporation which finances development projects 
overseas.

Counterpart items
Certain Items in the balance of payments exist only as counterpart

exaf̂
is ai'

SORM̂ '

act
Theaccour 

terest, pfol 
transfers).

Current bal 
The balanc

Direct inve: 
Net investr 
branches, i 
ment in a ( 
fluence on 
sidianes', ; 
figures exc

"’gee

"̂ Pose

CM:



11 N »1
rc I

‘ V

Glossary

^^Vthed,
^  date,

®̂5pecifi,

't  to the overseas
9enerativ3jg
'̂ saidtorf/j.

^̂osferred

=«epts «,e
''^'esideptin 

^ ^ n k a n d  not 
^  3 claim on the 

before the bill

anks, other finan- 
!^fnmercial com- 
ye-g.aUKbank.

Bd by the parent 
jnt as defined for
es.

pany {or vice ver-

«nt.

investment and

deliven'-

the

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 in
crease 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 5.

Cross-trades
See Third country trade'.

Current account
The account of transactions in respect of visible trade, services, in
terest, 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 Invest
ment in a company means that the investor has a significant in
fluence on the operations of the company. (See 'branch', 'sub
sidiaries', and 'associated companies'.) The direct investment 
figures exclude investment by oil companies.

Disbursements
Operating expenses e.g. by operators of ships or aircraft. 

Eurocurrency market
All borrowing and lending by banks in currencies other than in the 
currency of the country in which the banks are situated.

European Community (ECI 
See 'Geographical analysis'.

European Fund
A fund established in the 1950's 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 set up at a meeting of EC heads of Government in 
December 1978 when it was agreed that member countries should 
follow policies conducive to greater stability at home and abroad 
for both deficit and surplus countries. The system should be final
ised within two years when a European Monetary Fund would be 
created (see article in HM Treasury EPR January 1979).

Exchange control
The Exchange Control Act of 1947 is 'an Act to confer 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 mat
ters aforesaid'. It is concerned not only with controlling certain 
types of payments but also with ensuring that funds due from 
abroad are properly received, without delay, and are 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 con
trols on transactions with Rhodesia which remained until 
December 1979).

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.

Exchange Equalisation Account (EEA)
The government account at the Bank of England in which transac
tions 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 interna
tional organisations, and consist of British government stocks, 
banking and money market liabilities denominated in sterling, 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 connec
tion 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 42 ).

Export Credits Guarantee Department (ECGD)
A government department whose main function Is to provide in
surance cover for export credit transactions.

F.o.b. (Free on board)
The seller's price includes all charges in placing goods into wagons, 
on board ships/aircraft, etc.

Genera) government
Central government and local authorities.

Geographical analysis
The geographical and economic groupings used in this publication 
are as follows:

European Community member countries (EC countries)'. 
Belgium, Denmark, France, German Federal Republic, Irish 
Republic, Italy, Luxembourg and the Netherlands. Where in 
some tables figures prior to 1973 are included on the basis of the 
six countries (i.e. excluding Denmark and Irish Republic) ap
propriate footnotes are included.
Other Western Europe: Austria, Andorra, Faroe Islands, 
Finland, Gibraltar, Greece, Iceland, Malta, Norway, Portugal 
(including Azores and Madeira), Spain, Sweden, Switzerland, 
Turkey, Yugoslavia and Continental Shelf (foreign part).
North America'. USA, Canada, Puerto Rico, Greenland and St. 
Pierre and Miquelon.
Other developed countries'. Australia, Japan, New Zealand, 
South Africa.
0/7 exporting countries'. Algeria, Bahrain, Brunei, Equador,
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Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Oman, 
Qatar, Saudi Arabia, Trinidad and Tobago, United Arab 
Emirates, Venezuela.
European Community ooTx\pr\ses the European Economic Com
munity (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 special
ised 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 Interna
tional Monetary Fund (IMF) are treated as separate items in the 
accounts (see notes in the IMF section).

Gold
See 'Monetary gold' and 'Non-monetary gold'

Gold subscriptions to IMF  
See notes in the IMF section.

Government
When used without qualification this means the central govern 
ment of the United Kingdom.

Gross
This item is used in balance of payments terminology as the an 
tithesis of 'net'.

Import credit
Credit on imports received by U K firms from overseas concerns/ess 
changes in advance and progress payments by UK firms on im
ports.

Import credit: identified long-term
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 Monetary Fund (IMF)
A Fund set up as a result of the Bretton Woods Conference of 1944 
which began operations in 1947. It currently has 140 member coun
tries including most of the major countries of the world with the ex
ception of some of the Sino-Sovlet bloc countries. Further defini
tions relating to the IMF are given in the IMF section, see also 
'Special Drawing Rights'.

Intervention Board for Agricultural Produce
The UK agency which operates the support arrangements of the
EEC Common Agricultural Policy within the United Kingdom.
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Investment
In a balance of payments context this covers acquisition of fixed 
assets, stock building, stock appreciation, and other financial tran
sactions such as additions to, or payments of, working capital, 
other loans and trade credit, and acquisitions of securities. 
Estimates of investment exclude depreciation.

Investment and other capita! transactions
All capital transactions both long and short-term other than those 
classed as 'official financing', except:

Capital transfers
Allocation of Special Drawing Rights 
Gold subscriptions to the IMF.

Investment currency poo!
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 Includ
ed,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).

Invisible balance
The balance of invisible transactions.

Leads and lags
International payments for goods, services, or financial assets 
which have been accelerated or delayed. If unrecorded within 
short-term capital, it will fall into the balancing item (see note on 
page 7).

Liabilities
In balance of payments terminology, liabilities are the financial 
claims of non-residents. See also assets.

L oca! authorities
Elected councils responsible for the administration of certain ser
vices in particular areas within the United Kingdom.

Merchanting
Profit on third-country trade in goods. notes on page 19.

Monetary gold
Gold held as a financial asset; in practice, gold held by banks and 
members of the London Gold Market. Net sales by these institu
tions to other UK residents are included in imports of goods.

Navy, Army and A ir 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 earnings of UK financial institutions and the 
meaning is defined on page 35. Elsewhere in the current account.
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where the operations of UK and overseas residents are taken 
together in particular transactions areas, the term 'balance is used.

Non-monetary gold
All gold used for industrial and commercial purposes, e.g. for 
jewellery, dentistry, electronic use, the minting of coins, etc. Trade 
in non-monetary gold, gold coins and other coins is included in visi
ble trade (Section 2) together with net purchases of gold from 
banks and the London Gold Market.

Official financing
Changes in the UK's official reserves, and transactions which are 
concerned directly with the management of the reserves.

Official records or transactions
These include those of the 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, from July 1972, changes in the UK reserve 
position in the IMF. From July 1979, includes European Currency 
Units acquired from swaps with the EMCF.

Overseas
Outside the United Kingdom. In some contexts 'external' or 
'Abroad' are used, with the same meaning. ('Foreign' connotes na
tionality, e.g. foreign ships means ships registered abroad.) See 
notes on 'residence' on page 5.

Overseas currencies
Foreign currencies and overseas sterling countries' currencies (i.e. 
all currencies except UK sterling.)

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 investment in share capital which is classed as 
direct investment. A portfolio investment does not entitle the In
vestor to any significant influence over the operations of the com
pany.

Private secfor
Privately-owned companies and the personal sector (including 
those operating as sole traders or in partnership).

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 public corporations (see 
also 'General government').

Refinanced export credit
Identified long-term credit extended for UK exports initially by

banks and refinanced with ECGD (prior to April 1972 with the Issue 
Department of the Bank of England), the Trustee Savings Banks 
and the Central Trustee Savings Bank.

Related companies
Branches, subsidiaries, associates or parents.

Related import or export credit
Trade credit between related companies included in direct invest 
ment.

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 5).

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 in
formation, e.g. licences to use patents, trade marks, designs, 
copyrights, etc.

Scheduled Territories
These are defined for the purposes of exchange control and, im
mediately 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 and 
shares. Shares (or equities) represent a title to ownership in a firm 
and a share in the profits, and stocks are loans which earn the 
lender a fixed interest return.

Service
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 e.g. purchases for local use by overseas 
forces in the United Kingdom and by UK forces overseas, pur
chases 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 those 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. (See notes 
on page 67.)

Sterling Agreements
Agreements made in 1968and renewed In 1971 underwhichtheUK 
government guaranteed certain sterling holdings of other countries 
against exchange rate loss. Payments made under these 
agreements are recorded as 'Capital transfers'.
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'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'.

Sterling claims
These are, strictly, all external assets denominated in sterling of UK 
residents. 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 {items 13a and 14a in Tables 8.7 and 8.8).

Sterling liabilities
These are, strictly, all liabilities denominateo 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'.

Subsidiaries
Companies owned or controlled, according to section 154 of the 
Companies Act 1948, broadly speaking, by another company 
which either holds more than half the equity share capital or con
trols the composition of the board of directors. Also included are 
subsidiaries of subsidiaries.

Suppliers' credit
Export credit extended overseas directly by UK firms 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.
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Trade credit
See 'export credit' and 'import credit'.

Transfers
These represent the value of goods, services, and financial assets
passing between UK residents and overseas residents without any 
quid pro quo.

Travel
The travel account gives the earnings from and expenditure on in
ternational tourism, excluding transport between countries. An in
ternational tourist is a person resident of one country who visits 
another country and stays for a period of less than 12 months in the 
country visited, for any reason other than following an occupation 
remunerated from within the country visited or serving in a 
diplomatic, consular or military capacity.

Treasury bills
Bills issued by Her Majesty's Treasury generally for a period of 91 
days.

United Kingdom (UK)
The United Kingdom of Great Britain and Northern Ireland. For 
balance of payments purposes residence in the United Kingdom in
volves a wider definition—see note on 'Residence' on page 5.

UK banks
Any bank located in the United Kingdom and recognised by the 
Bank of England as a bank for statistical purposes. This includes 
branches of foreign banks, but not the offices abroad of these or of 
any British-owned banks. A list of banks is published with the Bank 
o f England Quarterly Bulletin.

Visible trade
Transactions in goods which are freighted into/out of the United 

Kingdom.
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Balance for official financing, 1.1, 1.3 
Balancing item, 1.1, 1.3 
Baltic Exchange, 6.1 
Banking, 3.8, 6.1 
Branch profits, 5.2
British government foreign currency bonds, 8.4, 11.2 
British government stocks, 8.4, 8.8, 11.2, 11.5 
Brokerage, 3.8, 6.1

Capital transfers, 1.1, 1.3, 7.1 
Central bank borrowing from overseas 

monetary authorities, 1.1, 1.3, 10.1, 11.2
Chartering of ships, 3.3, 3.4, 3.5 
City earnings, 6.1 
Civil aviation, 1.2, 3.6
Commissions, etc. on exports and imports, 3.9 
Commodity trading, 3.8, 6,1 
Commonwealth Development Corporation, 8.3 
Constant prices, goods and services, 4.1 
Construction work overseas, 3.9 
Consulting engineers' earnings, 3.9 
Coverage adjustment—visible trade, 2.1 
Current transfers, 1.1, 1.2, 7.1

Deutch Bundesbank; loan from, 8.3
Direct investment

earnings, 5.2, 5.3
investment transactions, 8.5, 8.6
stock of investment, 11.1, 11.2

Disbursements )_ .. . see Sea transportDry cargo ships )

EEA loss on forward commitments, 1.1 
European Community, 2.3, 3.2, 3.7, 5.3, 8.2, 8.6, 11.4, 11.6 

summary of UK transactions, 13.1
general government transactions with institutions, 7.1, 13.2 

European Coal and Steel Community, 8.3 
European Fund, 8.3 
European Investment Bank, 8.3 
Exchange cover scheme, 10.2, 11.9 
Exchange rates, 14.1
Exchange reserves in sterling—see under 'Sterling balances' 
Export credit 

transactions, 1.3, 8.7 
stock outstanding, 11.1, 11.7 

Export Credits Guarantee Department, 8.7, 11.7 
External sterling deposits—see under 'Sterling balances'

Films and TV, 3.9 
Financial services, 3.1, 3.8 
Foreign currency borrowing and lending 

by United Kingdom banks, 8.1, 8.8 
by HMG, 10.1, 10.2, 11.9 
interest on, 5.1,6.1

Gas-see 'North Sea oil and natural gas programme' 
General government 

invisibles, 1.2 
services, 3.2 
IPD, 5.1 
transfers, 7.1

Gold —IMF transactions, 12.1 
Goods and services 

at constant prices, 4.1 
goods at current prices, 1.2, 2.1 
services at current prices, 1.2, 3.1 

Green Pound—visible trade, 2.1

IMF
UK transactions, 12.1 
UK position,. 12.2 

Import credit 
transactions, 1.3, 8.7 
stock outstanding, 11.2, 11.7 

Insurance, 3.8, 6.1
Interest, profits and dividends, 1.1, 1.2, 5.1 
International Development Association, 8.3 
Intergovernment loans, 8.2 
Investment—see 'Direct investment'
Invisibles transctions—see 'Services', 'IPD' and 'Transfers'

L
Liabilities:

summary of UK external liabilities, 1.4, 11.2 
Lloyd's 

Insurance, 6.1 
Register of Shipping, 6.1 

Local authorities
foreign currency borrowing—see 'Exchange cover scheme' 
securities and mortgages, net issues, borrowing, 8.4 
deposits, 8.8, 11.2

Merchanting, 3.8, 6.1
Military expenditure and receipts, 3.2, 3.9, 7.1

Net acquisition of loan and share capital—direct investment, 8.5
Non-interest bearing notes, 8.8, 11.5
North Sea oil and natural gas programme, 9.1

Official financing, 1.1, 1.3, 10.1 
Official reserves, 1.1, 1.3, 10.1, 11.1, 11.8 
Official swaps, 11.1
Oil—see North Sea oil and natural gas programme
Oil company investment, 8.5
Overseas journalists, 3.9
Overseas students, 3.9
Overseas Trade Statistics—see 'Visible trade'
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transactions, 1.3, 8.7 
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Financial S ta tis tics  brings together the key financial and monetary statistics of the United Kingdom. 
Published monthly it is the source of many figures used in articles by financial journalists and in
stockbrokers' circulars.

Rnancial Statistics is the prime source of detailed UK quarterly financial accounts. These include 
all recorded financial flows between sectors of the economy and bring a sense of proportion to the 
statistics of the different types of financial institutions and the various savings media.

F inancia l S ta tis tics  contains up-to-date information on government accounts, public sector 
borrowing requirement, money stock, domestic credit expansion, company liquidity, interest rates
and security prices.

An Explanatory handbook for F inanc ia l S ta tis tic s  is also available. It contains notes and defin
itions which add to the understanding of the tables, and explains the relationship between them. The 
handbook is included in the annual subscription charge, or can be obtained separately (£4.95 net).
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